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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MBC GROUP
(A CLOSED JOINT STOCK COMPANY)

Opinion

We have audited the consolidated financial statements of MBC Group (A Closed Joint Stock
Company) (the “Company”) and its subsidiaries (collectively referred to as the “Group"”), which
comprise the consolidated statement of financial position as at 31 December 2022, 2021 and
2020, and the consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the years then ended, and notes
to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2022,
2021 and 2020 and its consolidated financial performance and its consolidated cash flows for
the years then ended in accordance with International Financial Reporting Standards that are
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
endorsed by the Saudi Organization for Chartered and Professional Accountants.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are
endorsed in the Kingdom of Saudi Arabia. Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the
International Code of Ethics for Professional Accountants (including International
Independence Standards) that is endorsed in the Kingdom of Saudi Arabia that is relevant to
our audit of the consolidated financial statements, and we have fulfilled our other ethical
responsibilities in accordance with this Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter — Basis of preparation

We draw attention to Note 2.1 to the accompanying consolidated financial statements which
describes the basis of accounting and that the accompanying consolidated financial statements
for the years ended 31 December 2022 , 2021 and 2020 have been prepared for inclusion in
the Company’s initial public offering application to be filed with the Capital Market Authority of
the Kingdom of Saudi Arabia and should not be used for any other purpose. Our opinion is not
modified in respect of this matter.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MBC GROUP
(A CLOSED JOINT STOCK COMPANY) (CONT INUED)

Responsibilities of Management and the Board of Directors for the Consolidated Financial
Statements

The Board of Directors is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with International Financial Reporting
Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements that are endorsed by the Saudi Organization for Chartered and Professional
Accountants, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

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

The Board of Directors are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with International Standards on Auditing that are endorsed
in the Kingdom of Saudi Arabia, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MBC GROUP
(A CLOSED JOINT STOCK COMPANY) (CONTINUED)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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

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

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Board of Directors.

Conclude on the appropriateness of the Board of Directors’ use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision, and
performance of the Group audit. We remain solely responsible for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MBC GROUP
(A CLOSED JOINT STOCK COMPANY) (CONTINUED)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

We communicate with the Board of Directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

for Ernst & Young Professional Services
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MBC Group and its Subsidiaries (A closed joint stock company)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the years ended 31 December

Revenue from contracts with customers
Other operating revenues

Direct costs

GROSS PROFIT

General and administrative expenses
OPERATING (LOSS) / PROFIT

Other income

Finance (costs)/income - net

Share of results in associates and joint ventures
Loss on disposal of an investment in a joint venture
Unrealised gain on investment in financial asset
through profit or loss (FVTPL)

(Loss) / gain on derivative financial instruments
PROFIT / (LOSS) BEFORE TAX

Income tax and zakat

PROFIT / (LOSS) FOR THE YEAR

Attributable to:
Equity holders of the parent
Non-controlling interests

OTHER COMPREHENSIVE INCOME
Other comprehensive income that may be
reclassified to profit or loss in subsequent periods
(net of tax):
Exchange differences on translating foreign
operations, net
Share of other comprehensive income of
associates, net
Other comprehensive income that may not be
reclassified to profit or loss in subsequent periods
(net of tax):

Remeasurement gain on defined benefits plans

Other comprehensive income for the year

TOTAL COMPREHENSIVE INCOME/(LOSS) FOR
THE YEAR

Attributable to:
Equity holders of the parent
Non-controlling interests

The attached notes 1 to 30 form part of these consolidated financial statements.

Notes 2022 2021 2020
SAR’000 SAR’000 SAR’000

4 2,353,711 2,048,947 1,786,361

5 1,135,023 796,526 531,220

6 (2,847,598) (2,128,015) (1,862,005)
641,136 717,458 455,576

7 (815,196) (693,180) (580,995)
(174,060) 24,278 (125,419)

8 203,159 398,539 41,648

9 2,359 (45) 3,420
14a 14,187 (4,008) (13,823)
14.1 - - (1,501)
14.2d 10,771 - -
25 (1,326) 341,625 -
55,090 760,389 (95,675)

10 (7,224) (12,824) (119)
47,366 747,565 (95,794)

34,974 737,149 (95,418)

12,892 10,416 (376)

47,866 747,565 (95,794)

(4,536) (84) (1,047)

14.al 780 83 1,045
22 35,452 6,714 (26,057)
31,696 6,713 (26,059)

79,562 754,278 (121,853)

67,864 743,985 (121,393)

11,698 10,293 (460)

79,562 754,278 (121,853)
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MBC Group and its Subsidiaries (Closed Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December

Notes 2022 2021 2020
SAR'000 SAR'000 SAR000
ASSETS
Non-current assets
Property and equipment 11 105.482 107.052 107.662
Intangible assets 12 40.668 23.741 13.324
Right-of-use assets 13 36.285 43.806 48.475
Investments in associates and joint ventures 14 979.693 95.637 92.062
Investment in financial asset through profit or loss 14.2(d) 18.689 - =
Employees™ end of service benefits plan assets 22 102518 114.263 113.933
Non-current advance 24 - - 29.471
Deferred tax assets 1 189 - -
Other non-current assets 20 21 23
1.283.544 384.520 404.950
Current assets
Inventorics 15 2.567.955 1.853.655 914364
Trade receivables, prepayments and other assets 16 1.497.827 1.538.723 1.177.002
Due from related partics 17 307.564 421.905 577916
Bank balunces and cash 18 689.404 676.370 390.354
Derivative linancial instruments 25 2.799 341.625 -
5.065.549 4.832.278 3.059.6306
TOTAL ASSETS 6.349.093 5.216.798 3.464.586
EQUITY AND LIABILITIES
Equity
Combined capital 19 10,064 3.064 5.004
Legal reserve 78 21 -
Discretionary reserve 511 511 511
Foreign currency translation reserve (9.066) (6,972) (6.961)
Other reserve 20 38.380 38.380 38.386
Retained camings 2.912.330 2.856.094 2012011
Equity attributable to equity holders of the parent 2,952,303 2.893.104 2.149.111
Non-controlling interests 21 8.306 (17.057) {27.362)
Total equity 2.960.609 2.876.047 2121.749
Non-current liabilities
Lease liabilitics 13 39,635 39.049 44.568
Employees” end of service benelits 2 149.371 167.904 169.149
Loan from a related party 17¢ 64.167 64.167 04.167
Deferred tax liability 10 22 - -
253215 271.120 277.884
Current liabilities
Lease liabilities 13 9445 19.114 13.032
Trade and other payables 23 2.574.520 1.992.700 939.762
Due to related parties 17 54.054 51.081 82.088
L.oan from a sharcholder 14.2(¢) 497.250 - -
Borrowing 24 - 0.736 29471
3.135.269 2.069.631 1.064.953
Total liabilities 3.388.484 2.340.751 1.342.837
TOTAL EQUITY AND LIABILITIES 6.349.093 5.216:798 3.464.586
_— Fi
( f— {

7’/
Chairman CEO - C =

The attached notes 1 to 30 form part of these consolidated financial statements.
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MBC Group and its Subsidiaries (A closed joint stock company)

CONSOLIDATED STATEMENT OF CASH FLOWS
For the years ended 31 December 2022, 2021 and 2020

Notes 2022 2021 2020
SAR’000 SAR’000 SAR’000
OPERATING ACTIVITIES
Profit / (Loss) before tax 55,090 760,389 (95,675)
Adjustments for:
Depreciation on property and equipment 6,7 47,599 54,127 55,309
Depreciation on right-of-use assets 6,7 18,802 21,825 19,134
Allowance for/(reversal of) expected credit loss, net 7 13,465 (26,275) 12,793
Amortisation of intangible assets 7 8,121 3,138 558
Write-off of intangible assets 7 - 9,407 -
Share of results of associates and joint ventures, net 14 (14,187) 4,008 13,823
Loss on disposal of an investment in joint ventures 14 - - 1,501
Unrealised gain on investment in financial asset
through profit or loss (FVTPL) 14 (20,771) - -
Unrealised loss/(gain) on derivative financial -
instruments 25 1,326 (341,625)
Provision for employees’ end of service benefits 22 24,064 23,389 17,274
Loss on exercise of call option 14 5,250 - -
Finance income/ (costs), net 9 (2,359) 45 3,420
Loss on disposal of property and equipment 7 37 - -
146,437 508,428 28,137
Working capital changes:
Inventories (714,300) (939,291) (346,805)
Trade receivables, prepayments and other assets 29,435 (333,729) 360,906
Due from related parties 141,697 155,961 (111,952)
Trade and other payables 587,349 1,040,182 374,269
Due to related parties 2,972 (31,587) 47,022
193,590 399,964 351,577
Employees’ end of service benefits paid 22 (20,968) (18,200) (6,795)
Interest (paid) / received 4,965 6,721 77
Income tax paid 10 (12,750) (69) (119)
Net cash flows from operating activities 164,837 388,416 344,740
INVESTING ACTIVITIES
Purchase of property and equipment 11 (46,410) (53,922) (40,437)
Proceeds from disposal of property and equipment 32 172 69
Other non-current assets 1 2 (2)
Purchase of intangible assets 12 (25,048) (22,962) (11,817)
Investments in joint ventures and associates 14 (554,346) (7,500) (46,081)
Net movement in non-current advances - - (29,471)
Net cash flows used in investing activities (625,771) (84,210) (127,739)
FINANCING ACTIVITIES
Repayment of principal lease liability 13 (22,797) (19,762) (20,723)
Proceeds from borrowing 93,750 6,736 29,471
Repayment of borrowings (100,486) - -
Loan from a shareholder 17 497,250 - -
Deferred tax 10 22 - -
Withdrawal from MBC Trust 22 12,403 - -
Net cash flows generated from/ (used in) financing
activities 480,142 (13,026) 8,748
NET INCREASE IN BANK BALANCES AND CASH 19,208 291,180 225,749
Net foreign exchange difference (4,279) (4,056) (1,394)
Bank balances and cash at the beginning of the year 678,087 390,963 166,608
BANK BALANCES AND CASH AT THE END OF
THE YEAR 18 693,016 678,087 390,963

The attached notes 1 to 30 form part of these consolidated financial statements.
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MBC Group and its Subsidiaries (A closed joint stock company)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the years ended 31 December 2022, 2021 and 2020

Attributable to equity holders of the Parent

Foreign Non-
currency controlling
Combined Legal Discretionary  translation Other Retained interests Total
capital* reserve** reserve reserve reserve earnings Total (NCI) Equity
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Balance at 1 January 2020 5,064 - 511 (6,959) 38,386 2,233,502 2,270,504 (26,902) 2,243,602

Loss for the year - - - - - (95,418) (95,418) (376) (95,794)

Other comprehensive income - - - (2) - (25,973) (25,975) (84) (26,059)
Total comprehensive loss for the year - - - (2) - (121,391) (121,393) (460) (121,853)
Balance at 1 January 2021 5,064 - 511 (6,961) 38,386 2,112,111 2,149,111 (27,362) 2,121,749

Additions- Non controlling interest portion in

initial capital of MBC Media Solutions FZ

LLC*** - - - - - - - 20 20

Profit for the year - - - - - 737,149 737,149 10,416 747,565

Other comprehensive income - - - (11 - 6,847 6,836 (123) 6,713
Total comprehensive income for the year - - - (11) - 743,996 743,985 10,293 754,278
Transfer to legal reserve - 21 - - - (13) 8 (8) -
Balance at 31 December 2021 5,064 21 511 (6,972) 38,386 2,856,094 2,893,104 (17,057) 2,876,047
Additions**** 5,000 - - - - - 5,000 - 5,000

Profit for the year - - - - - 34,974 34,974 12,892 47,866

Other comprehensive income - - - (2,094) - 34,984 32,890 (1,294) 31,696
Total comprehensive income for the year - - - (2,094) - 69,958 67,864 11,698 79,562
Transfer to legal reserve - 57 - - - (34) 23 (23) -
Acquisition of non-controlling
interest (Note 21) ***** - - - - - (13,688) (13,688) 13,688 -
Balance at 31 December 2022 10,064 78 511 (9,066) 38,386 2,912,330 2,952,303 8,306 2,960,609

*Combined capital as at 31 December 2022, 2021 and 2020 represents the total share capital of the subsidiaries of the Group. The share capital of Company of SAR 500,000 is not
presented herein as the Company was incorporated only in 20 April 2023 (Note 19)

**This represents legal reserve comprising of 10% (capped at 30% of share capital) and 5% (capped at 50% of share capital) of profits generated in MMS KSA and MMS Egypt,
respectively, during the year.

*** This represents the non-controlling interest portion of the initial capital of MBC Media Solutions FZ-LLC, a newly formed subsidiary of MBC Media Services BVI.

**** This represents share capital of MBC Events Limited which was incorporated in 2022.

***** This represents the balance of the non-controlling interest in Platinum Records FZ LLC acquired by the Group during the year (Note 21).

The attached notes 1 to 30 form part of these consolidated financial statements.




MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

1 CORPORATE INFORMATION

MBC Group (the “Company”) is a newly formed Company under Saudi laws that was incorporated as a Saudi closed
joint stock company registered in Riyadh, Kingdom of Saudi Arabia (“KSA”) under commercial registration number
1010876295 dated 29 Ramadan 1444H (corresponding to 20 April 2023). The shareholding of the Company is
described in Note 19. The accompanying financial statements consolidate the financial statements of the Company
and its subsidiaries (hereafter collectively referred to as the “Group”). The principal activity of the Group is to provide
broadcasting services, to operate free-to-air Pan-Arab entertainment channels and over-the-top (OTT) platform, and
to produce content.

These are the first set of the consolidated financial statements of the Group following the reorganisation of the Group
(the “reorganisation”) for inclusion in the Company’s initial public offering application to be filed with the Capital
Market Authority of the Kingdom of Saudi Arabia.

On 20 April 2023, pursuant to the reorganisation, the shareholders established the Company as a new holding
company with a share capital of SAR 500,000 at SAR 10 per share. The Company became the new holding company
of the Group through transfer of shares of the certain entities, as listed below.

The shares were transferred from the MBC Group Holdings Limited, the previous holding company, to the new
holding company for nil consideration. The reorganisation was completed on 22 June 2023 during which all the legal
ownership of the aforementioned entities were transferred to the new holding company.

This reorganisation did not result in any change of economic substance and it is not considered as a business
combination as defined by IFRS 3 Business Combination. Accordingly, these consolidated financial statements of the
Group are prepared on the basis that the reorganisation is in substance a combination of the existing Group entities as
if the Company had always owned the existing Group entities.

As a result of the aforesaid transfer of shares, on 20 September 2023 the General Assembly of the company approved

to increase the share capital by SAR 2,992,000 thousand at a par value of SAR 10 per share (as a result the total share
capital post increase will be SAR 2,992,500 thousand). The capital increase was completed on 5 October 2023.

The consolidated financial statements of the Group include activities of the following entities:
Legal and beneficial
Name of entity Principal activities ownership interest
2022 2021 2020

MBCFZ LLC The principal activity of MBC FZ LLC and its subsidiaries is to

and its provide broadcasting services and to operate free-to-air Pan-Arab

subsidiaries entertainment channels. Its registered office address is MBC 100% 100% 100%
(“MBC FZ Building, Dubai Media City, P.O. Box 72627, Dubai, United Arab

LLC”) Emirates.

The main activities of MBC Studios (formerly known as O3
MBC Studios FZ  Productions FZ LLC) are production and post-production of
LLC (“MBC television programmes. It also acquires television content for 100%  100% 100%
Studios™) resale purposes. Its registered office address is MBC Building,

Dubai Media City, P.O. Box 72627, Dubai, United Arab Emirates.

The main activity of MBC IP is to provide broadcast support
services. Its registered office address is MBC Building, Dubai  100%  100% 100%
Media City, Dubai, United Arab Emirates.

MBCIPFZ LLC
(“MBC IP”)

The attached notes 1 to 30 form part of these consolidated financial statements.
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MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the years ended 31 December 2022, 2021 and 2020

1 CORPORATE INFORMATION (continued)

Name of entity

MBC Studios
Projects FZ LLC
(“MBC Studios
Projects”)

Platinum Records
FZ LLC
(“Platinum”)

Wanasah FZ LLC
(“Wanasah”)

MBC Holding
Cyprus Limited
(“MBC Holding
Cyprus”)

MBC Ventures
Limited (“MBC
Ventures”)

MBI FZ LLC
(“MBIO))

MBC Media FZ-
LLC (“MBC
Media”)

MBC Initiatives
LLC (“MBC
Initiatives)”

MBC Media
Services BVI
Limited (“MMS
BVI”)

MBC Events
Limited (“MBC
Events™)

Principal activities

The principal activity of MBC Studios Projects (formerly known
as Eventique FZ LLC) is event management services and media
content production. Its registered office address is P.O. Box
72627, Dubai, United Arab Emirates.

Platinum is mainly engaged in music label and rights
management. Its registered office address is MBC Building,
Dubai Media City, P.O. Box 72627, Dubai, United Arab Emirates.

Wanasah is mainly engaged in broadcasting services. It operates
as Wanasah TV, a music television channel specialising in Arabic
music. Its registered office address is MBC Building, Dubai
Media City, P.O. Box 72627, Dubai, United Arab Emirates.

MBC Holding Cyprus serves as a holding company for Middle
East Broadcasting Centre (Lebanon SAL) and has no operations.

MBC Ventures is incorporated in the British Virgin Island and
engages in the business of investing in companies and start-ups.

The main activity of MBI is broadcasting TV segments. Its
registered office address is MBC Building, Dubai Media City,
Dubai, United Arab Emirates.

The main activity of MBC Media is to provide broadcast support
services. Its registered office address is MBC Building, Dubai
Media City, Dubai, United Arab Emirates.

MBC Initiatives is incorporated in the Kingdom of Saudi Arabia.
The main activity of MBC Initiatives is management and
development of artistic and entertainment talents.

The main activity of MMS BV is to provide advertising services
for the Group.

MBC Events is incorporated in the Kingdom of Saudi Arabia. The
main activity of MBC Events is events and exhibitions
management.

Legal and beneficial
ownership interest

2022

100%

100%

51%

100%

100%

100%

100%

100%

100%

100%

2021

100%

74%

51%

100%

100%

100%

100%

100%

100%

2020

100%

74%

51%

100%

100%

100%

100%

100%
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MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

1 CORPORATE INFORMATION (continued)

Following are the subsidiaries of MBC FZ LLC:

Legal and beneficial
ownership interest
2022 2021 2020

Name of entity Principal activities

MBC Group
Holding Hungary
Limited Liability
Company,
Hungary (“MBC
Hungary”)

The principal activity of MBC Hungary is to manage certain
distribution contracts. Its registered address is 1074 Budapest, 100% 100% 100%
Dohény utca 12, Hungary.

The principal activity of MBC Jordan is to provide e-commerce

services such as technical management of web sites and mobile

applications, and other activities including brokerage, production  100%  100% 100%
and distribution of artwork. Its registered address is P.O. Box

855143, Amman, Jordan, 11855.

MBC Jordan LLC
(“MBC Jordan™)

MBC Media
Cyprus Limited
(“MBC Cyprus”)

MBC Media Cyprus was established in 2018 and its principal

0, 0 0
activity is to provide technical support services to the Group. 100%  100%  100%

Middle East

Productlon“ T_he main act|V|ty_of MEP Eg)_/pt is the production of television, 90%*  90%*  90%*
Company (“MEP  cinema, broadcasting and media arts works.

Egypt”)

MBC Media

Saudi Arabia Co.  The principal activity of MBC KSA is to provide broadcasting 100%  100% i
Ltd. (“MBC services in the Kingdom of Saudi Arabia. 0 0

KSA™)

* MBC FZ LLC owns 90% of the equity interest in MEP Egypt whilst the remaining 10% equity interest is owned by
companies within the Group.
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MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

1 CORPORATE INFORMATION (continued)

Following are the subsidiaries of MBC Studios Projects FZ LLC:

Legal and beneficial

Name of entity Principal activities L
ownership interest
2022 2021 2020
MBC Studios MBC Studios BV1 is incorporated in the British Virgin Islands and
BVI Limited engaged in entering into agreements relating to MBC Studios for 0 0 0
(“MBC Studios writers who are registered under Writers Guild of America 100%  100%  100%
BVI”) (WGA).

Desert Warriors A fully owned subsidiary of MBC Studios Projects FZ LLC. The
Holdings Limited  Company’s main activity is content production and is incorporated ~ 100%  100% 100%
in Abu Dhabi, United Arab Emirates.

Ze Qar Art A fully owned subsidiary of MBC Studios Projects FZ LLC. The
Productions Company’s main activity is content production and is incorporated * 100% 100%
Limited in the Kingdom of Saudi Arabia.

CG Drama Project A fully owned subsidiary of MBC Studios Projects FZ LLC. The
Holdings Limited  Company’s main activity is content production and is incorporated  100%  100% -
in the Abu Dhabi, United Arab Emirates.

MBC Studios A fully owned subsidiary of MBC Studios Projects FZ LLC. The
Projects Saudi Company’s main activity is content production and is incorporated  100%  100% -
Limited in the Kingdom of Saudi Arabia.

* During the year ended 31 December 2022, as part of the Group re-organization, MBC Studios Projects Saudi
Limited became the immediate parent company of Ze Qar Art Productions Limited by virtue of acquisition of equity
interest for nil consideration.

Following is the subsidiary of MBC Media Services BVI Limited:
Legal and beneficial

ownership interest
2022 2021 2020

Name of entity Principal activities

MBC Media A subsidiary of MBC Media Services BVI Limited. The principal

Solutions FZ-LLC  activity is to provide advertising services. The registered office

(“MMS UAE”) address of the Company is P.O. Box 72627, Dubai, United Arab
Emirates.

60% 60% -

12



MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the years ended 31 December 2022, 2021 and 2020

1 CORPORATE INFORMATION (continued)

Following are the subsidiaries of MMS UAE:

Name of entity

Principal activities

Legal and beneficial
ownership interest

2022 2021 2020
Al Wasa’il A subsidiary of MMS UAE which is incorporated in the Kingdom
National of Saudi Arabia. The Company’s main activity is to provide
Advertising advertising services. Its registered address is 3074 Prince 100% 100% 100%
Company (“MMS  Mohammed bin Abdulazizroad, Olaya, Riyadh 8022-12213,
KSA”) Kingdom of Saudi Arabia
Al Miza Co. for A fully owned subsidiary of MMS UAE which is incorporated in
Advertising Egypt. The company’s main activity is to provide advertising
(“MMS Egypt”) services. Its registered address is 3rd floor, Building 5,7 Gaziret Al 100% ~ 100%  100%
Arab Street, Agouza, Giza, Egypt.
MBC Media
Solutions for The principal activity of MMS EGY is to provide advertising
Advertising services. Its registered address is Star Capital Building, 4th floor,  99% - -
Services LLC 5&7 Gezeiret EI-Arab street, EL-Mohandesein, Cairo, Egypt.
(MMS EGY)

These consolidated financial statements were previously authorized for issue on 2 October 2023, and the Auditor has
issued their report on the consolidated financial statements dated 2 October 2023. However, subsequent to certain
disclosure amendments; the Board has re-authorised these consolidated financial statements for issue on 26 October
2023. There are no changes to any consolidated financial statements numbers previously reported. The prior
consolidated financial statements and the related Audit report thereon are accordingly superseded by these revised
consolidated financial statements and the consequent Auditor’s report thereon.

2.1 BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia (“KSA”) and other standards and
pronouncements that are endorsed by the Saudi Organization for Chartered and Professional Accountants (“SOCPA”
collectively referred to as “IFRS endorsed by SOCPA”).

Except for the defined employees’ benefits liabilities which are recognized at the present value of future liabilities
using the projected unit credit method, derivative financial instruments, and Investment in financial asset which are
recognised at fair value through profit or loss, the consolidated financial statements are prepared under the historical
cost convention and have been presented in Saudi Riyal (SAR).

As described in Note 1, this consolidated financial statements as of and for the years ended 31 December 2022, 2021
and 2020 are not the Group’s statutory financial statements and have been prepared solely for inclusion in the initial
public offering application of the Company to be filed with the CMA of the Kingdom of Saudi Arabia in order to list
the Company’s shares on Tadawul in the Kingdom of Saudi Arabia. The Group’s first statutory financial statements
will be prepared for the period ended 31 December 2023.
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MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries as at
31 December 2022, 2021 and 2020. Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:

e Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the
investee)

e Exposure, or rights, to variable returns from its involvement with the investee

e  The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and
when the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

e The contractual arrangement(s) with the other vote holders of the investee
e Rights arising from other contractual arrangements
e The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated financial statements from the
date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity, while any resultant gain or loss is recognised in profit or loss.
Any investment retained is recognised at fair value.

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
The accounting policies adopted are consistent across each period presented, except as follows:

New and amended standards and interpretations

The Group applied for the first-time certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2022 (unless otherwise stated). The Group has not early adopted any standard,
interpretation or amendment that has been issued but is not yet effective.

- Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

- Reference to the Conceptual Framework — Amendments to IFRS 3

- Property, Plant and Equipment: Proceeds before Intended Use — Amendments to 1AS 16 Leases

- IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter
- IFRS 9 Financial Instruments — Fees in the *10 per cent’ test for derecognition of financial liabilities

- 1AS 41 Agriculture — Taxation in fair value measurements

The adoption of the above amendments and improvements had no significant impact on the consolidated financial
statements of the Group.
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MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

Standards and interpretations issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of
the Group’s financial statements are disclosed below. The Group intends to adopt these new and amended standards
and interpretations, if applicable, when they become effective.

- IFRS 17 Insurance Contracts (effective for reporting periods beginning on or after 1 January 2023);

- Amendments to IAS 1: Classification of Liabilities as Current or Non-current (effective for annual reporting
periods beginning on or after 1 January 2023);

- Amendments to IAS 8 — Definition of Accounting Estimates (effective for annual reporting periods
beginning on or after 1 January 2023);

- Amendments to IAS 1 and IFRS Practice Statement 2 — Disclosure of Accounting Policies (effective for
annual reporting periods beginning on or after 1 January 2023); and

- Amendment to IAS 12 — Deferred Tax related to Assets and Liabilities arising from a Single Transaction
(effective for annual reporting periods beginning on or after 1 January 2023).

The above standards, amendments and interpretations are not expected to have any material impact on the
consolidated financial statements of the Group.

24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations and Goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, which is measured at acquisition date fair value, and the amount of any
non-controlling interests in the acquiree. For each business combination, the Group elects whether to measure the
non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net
assets. Acquisition-related costs are expensed as incurred and included in administrative expenses.

The Group determines that it has acquired a business when the acquired set of activities and assets include an input
and a substantive process that together significantly contribute to the ability to create outputs. The acquired process
is considered substantive if it is critical to the ability to continue producing outputs, and the inputs acquired include
an organised workforce with the necessary skills, knowledge, or experience to perform that process or it significantly
contributes to the ability to continue producing outputs and is considered unique or scarce or cannot be replaced
without significant cost, effort, or delay in the ability to continue producing outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within
equity. Contingent consideration classified as an asset or liability that is a financial instrument and within the scope
of IFRS 9 Financial Instruments, is measured at fair value with the changes in fair value recognised in the statement
of profit or loss in accordance with IFRS 9. Other contingent consideration that is not within the scope of IFRS 9 is
measured at fair value at each reporting date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests and any previous interest held over the net identifiable assets acquired
and liabilities assumed). If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred; the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units.

15



MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations and Goodwill (continued)

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the operation
when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the
relative values of the disposed operation and the portion of the cash-generating unit retained.

Accounting for business combinations involving entities or businesses under common control

Accounting for business combinations involving entities or businesses under common control is outside the scope of
IFRS 3 Business Combinations. In the case of an absence of a specific guidance in IFRS, the management use their
judgement in developing and applying an accounting policy that is relevant and reliable. In making that judgement
the management may also consider the most recent pronouncement of other standard setting bodies that use a similar
conceptual framework to develop accounting standards, to the extent that they do not conflict with the IFRS.

Management have adopted the pooling of interest method to account for the business combination of entities under
common control other than combinations with substance. Acquisition method of accounting is explained in the
business combinations policy.

This method involves the following:

- The assets and liabilities of the combining entities are reflected at their carrying amounts;

- No goodwill is recognised as a result of combination. The only goodwill recognised is relating to the combining
entities. Any difference between the consideration paid/transferred and the equity ‘acquired’ is reflected within
equity.

The Group has elected to adopt an accounting policy to report the comparative information as if the Group always
owned the business acquired under common control from the date when such businesses were part of the Group. This
approach is applied consistently for all such transactions.

Investments in Associates and Joint Ventures

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over those
policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities require the unanimous consent of the
parties sharing control.

The considerations made in determining significant influence are similar to those necessary to determine control over
subsidiaries. The Group’s investment in its associates are accounted for using the equity method.

Under the equity method, the investment in an associate is initially recognised at cost. The carrying amount of the
investment is adjusted to recognise changes in the Group’s share of net assets of the associate since the acquisition
date. Goodwill relating to the associate is included in the carrying amount of the investment and is not tested for
impairment separately.

The statement of comprehensive income reflects the Group’s share of the results of operations of the associates. Any
change in OCI of those investees is presented as part of the Group’s OCI. In addition, when there has been a change
recognised directly in the equity of the associate or joint venture, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting from transactions
between the Group and the associate or joint venture are eliminated to the extent of the interest in the associate or
joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in Associates and Joint Ventures (continued)

The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown on the face of the
consolidated statement of comprehensive income outside operating profit and represents profit or loss after tax and
non-controlling interests in the subsidiaries of the associate or joint venture.

The financial statements of the associate or joint venture are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss
on its investment in its associate or joint venture. At each reporting date, the Group determines whether there is
objective evidence that the investment in the associate or joint venture is impaired. If there is such evidence, the Group
calculates the amount of impairment as the difference between the recoverable amount of the associate or joint venture
and its carrying value, and then recognises the loss within ‘Share of profits/losses of associates and joint ventures’ in
the consolidated statement of comprehensive income. Upon loss of significant influence over the associate or joint
venture, the Group measures and recognises any retained investment at its fair value. Any difference between the
carrying amount of the associate or joint venture upon loss of significant influence or joint control and the fair value
of the retained investment and proceeds from disposal is recognised in profit or loss.

Current versus non-current classification
The Group presents assets and liabilities in the consolidated statement of financial position based on current/non-
current classification. An asset is current when it is:

e Expected to be realised or intended to be sold or consumed in the normal operating cycle

e Held primarily for the purpose of trading

e Expected to be realised within twelve months after the reporting period
Or

e Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current.
A liability is current when:

e Itisexpected to be settled in the normal operating cycle

e Itis held primarily for the purpose of trading

e Itisdue to be settled within twelve months after the reporting period
Or

e There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period.

The terms of the liability that could, at the option of the counterparty, result in its settlement by the issue of equity
instruments do not affect its classification. The Group classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Revenue from contracts with customers

The principal activities of the Group are to provide broadcasting services and to operate free-to-air Pan-Arab
entertainment channels. Revenue is measured based on the consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. The Group recognises revenues when it transfers control over
a product or service to a customer as per the underlying contractual terms.

The specific recognition criteria described below must also be met before revenue is recognised:

Advertising revenue
Advertising revenue is recognised over the period of contract, generally when the advertisement is aired on the related
platforms.
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers (continued)

Variable consideration

If the consideration in a contract includes a variable amount, the Group estimates the amount of consideration to
which it will be entitled in exchange for transferring the services to the customer. The variable consideration is
estimated at contract inception and constrained until it is highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur when the associated uncertainty with the variable
consideration is subsequently resolved.

The Group also provides retrospective volume rebates to certain customers once the quantum of advertising slots
purchased during the period exceeds the threshold specified in the contract. The volume rebates give rise to variable
consideration.

Volume rebates

The Group applies either the most likely amount method or the expected value method to estimate the variable
consideration in the contract. The selected method that best predicts the amount of variable consideration is primarily
driven by the number of volume thresholds contained in the contract. The most likely amount is used for those
contracts with a single volume threshold, while the expected value method is used for those with more than one
volume threshold. The Group then applies the requirements on constraining estimates of variable consideration in
order to determine the amount of variable consideration that can be included in the transaction price and recognised
as revenue. A refund liability is recognised for the expected future rebates (i.e. the amount not included in the
transaction price). The refund liability is clubbed under accrued expenses as part of trade and other payables.

Interactivity revenue

Interactivity revenue represents income from the use of interactive services and is recognised based on interactive
transaction volumes from internal reports, adjusted for estimated uncertainties based on management’s prior
experience.

Barter revenue

Barter transactions are recorded at the fair value at contract inception of cash and noncash consideration received or
promised from the customer. Revenue from barter transactions, involving the exchange of dissimilar goods or
services, are only recognised if the amount of revenue can be reliably measured. The Group, where appropriate,
measures barter related revenue by estimating the economic value of the goods or services received in the barter
transaction.

Programme revenue

Programme revenue represents income earned from the sale of filmed events, concerts, and other related television
programmes owned by the Group to the customers and is recognised at the point in time when control of the
programme is transferred to the customers, generally at the time of passing the title to the customers.

Distribution revenue

Distribution revenue represents income from the licensing of TV channels and the Over-The-Top (OTT) platform
subscription income generated through business-to-business channels. The performance obligation is satisfied over
the underlying contractual period or subscription period, and therefore, the Group recognises the associated revenue
as the service is provided over the period of contract.

Event management revenue
Event management revenue represents income from events and concerts held by the Group and is recognised at point
in time, generally when the event takes place.

Digital revenue
Digital revenue represents the business -to-consumer subscription fees earned from the Group’s digital platform,
Shahid, and is recognised over the period of the subscription.
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2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue from contracts with customers (continued)

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for services provided to the customer. If the Group provides
services to a customer before the customer pays consideration or before payment is due, a contract asset is recognised
for the earned consideration that is conditional.

Contract assets are initially recognised for revenue earned from various services performed as receipt of consideration
is conditional on successful completion of contractual milestones. Upon completion of contractual obligations and
acceptance by the customer, the amounts recognised as contract assets are reclassified to trade receivables.

Trade receivables

A receivable represents the Group’s right to an amount of consideration that is unconditional (i.e., only the passage
of time is required before payment of the consideration is due). Refer to accounting policies of financial assets in
Financial instruments — initial recognition and subsequent measurement.

Contract liabilities

A contract liability is the obligation to provide services to a customer for which the Group has received consideration
(or an amount of consideration is due) from the customer. If a customer pays consideration before the Group provides
services to the customer, a contract liability is recognised when the payment is made, or the payment is due (whichever
is earlier). Contract liabilities are recognised as revenue when the Group performs under the contract.

Interest income

Interest income is recognised as the interest accrues using the effective interest rate (EIR), under which the rate used
exactly discounts estimated future cash receipts through the expected life of the financial asset to the net carrying
amount of the financial asset. Interest income is included in finance income in the consolidated statement of
comprehensive income.

Value Added Tax (VAT)
Revenue, expenses and assets are recognised at amounts net of VAT except:

e where VAT incurred on purchase of assets or services is not recoverable from the taxation authority, in which
case the VAT is recognised as part of the cost of acquisition of the asset or part of the expense items, as
applicable.

e where receivables and payables are stated with the amount of VAT included.

The net amount of VAT recoverable from or payable to the taxation authority is included as part of receivables or
payables in the consolidated statement of financial position.

Commission expenses

Commission expenses are for procurement of advertisements for the Group for their agents. In 2020, the commission
expenses represented approximately 23% of the actual qualifying gross advertising revenue earned. The expenses are
recognised when the advertisements are broadcasted. Effective 1 January 2021, the Group’s advertising contract with
its main agent expired. The advertising services are mainly routed through its subsidiary, MBC Media Solutions BVI.

Inventories
Inventories consist of programmes acquired from third parties and related parties, and programmes which are
produced in-house. Inventories are stated at cost less accumulated amortisation and allowance for impairment, if any.

Acquired programmes
Represents the costs incurred in acquiring the right to telecast the programmes, net of amortisation.

Developed programmes
Represents the expenses incurred and recharged to develop the programmes, net of amortisation (based on expected
usage of the programme).

Production work in progress
Cost represents direct costs incurred for the development of programmes not completed as at year-end.
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2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories (continued)

Amortisation

The cost of programmes is amortised based on each category and when the related content is broadcasted and aired
to public. Based on past experience, management believes that substantially all benefits from the sale (licensing) of
programmes are realised upon first airing and a significant majority of those benefits are realised during the first two
years of that period. Shahid content inventory is amortised on an accelerated basis which is the lesser of six years or
the license period and most of the content is amortised within first three years.

Government grants

Government grants are recognised where there is reasonable assurance that the funding will be received, and all
attached conditions will be complied with. When the funding relates to an expense item, it is recognised as income
on a systematic basis over the periods that the related costs, for which it is intended to compensate are expensed.
When the funding relates to an asset, it is recognised as income in equal amounts over the expected useful life of the
related asset. The related portion of the government funding is recognised under other operating revenues or netted
off against the related specific line item of expense (as further explained in note 5), and the related receivable, if any,
is recorded under due from related parties.

Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation and accumulated impairment losses.
Historical costs include expenditure that is directly attributable to the acquisition of the items including installation
costs. Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. All other repairs and maintenance expenditure are charged to the consolidated
statement of other comprehensive income during the year in which they are incurred.

Work-in-progress is not depreciated. Depreciation is calculated using the straight-line method to reduce the carrying
cost of each asset to its residual value over its estimated useful life as follows:

Years
Leasehold improvements 5
Technical equipment 3-5
Motor vehicles 3
Furniture and fixtures 3-5

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable. If any such indication exists and where the carrying values exceed
the estimated recoverable amount, the assets are written down to their recoverable amount, being the higher of their
fair value less costs to sell and their value in use.

An item of property and equipment is derecognised upon disposal or when no future benefits are expected from its
use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and carrying amount of the asset) is included in the consolidated statement of comprehensive
income in the year the asset is derecognised.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year-end and
adjusted prospectively if appropriate.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired
in a business combination is their fair value at the date of acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and accumulated impairment losses. Internally generated
intangibles, excluding capitalised development costs, are not capitalised and the related expenditure is reflected in
profit or loss in the period in which the expenditure is incurred. The intangible assets in the consolidated financial
statements are related to trademarks and development and upgrade costs of Shahid platform.

The useful lives of intangible assets are assessed as either finite or indefinite.

20



MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020

2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Intangible assets (continued)

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at the end of each reporting period. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are
considered to modify the amortisation period or method, as appropriate, and are treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite lives is recognised in the consolidated statement
of comprehensive income in the expense category that is consistent with the function of the intangible assets.

The estimated economic useful lives of trademark and Shahid platform costs are 10 years and 3 years, respectively.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is made
on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated statement of
comprehensive income when the asset is derecognised.

Research and development costs
Research costs are expensed as incurred. Development expenditures on an individual project are recognised as an
intangible asset when the Group can demonstrate:

* The technical feasibility of completing the intangible asset so that the asset will be available for use or sale
« Its intention to complete and its ability and intention to use or sell the asset

* How the asset will generate future economic benefits

* The availability of resources to complete the asset

* The ability to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the asset is carried at cost less any
accumulated amortisation and accumulated impairment losses. Amortisation of the asset begins when development is
complete, and the asset is available for use. It is amortised over the period of expected future benefit. Amortisation is
recorded in direct costs. During the period of development, the asset is tested for impairment annually.

Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs of
disposal and its value in use. The recoverable amount is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to
its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs of disposal, recent market transactions are taken into account. If no such transactions
can be identified, an appropriate valuation model is used. These calculations are corroborated by valuation multiples,
quoted share prices for publicly traded companies or other available fair value indicators.

The Group bases its impairment calculation on most recent budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. A long-term growth rate is calculated and applied to project future
cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the consolidated statement of comprehensive income in
expense categories consistent with the function of the impaired asset, except for properties previously revalued with
the revaluation taken to OCI. For such properties, the impairment is recognised in OCI up to the amount of any
previous revaluation.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication
that previously recognised impairment losses no longer exist or have decreased. If such indication exists, the Group
estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there
has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount,
nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the consolidated statement of comprehensive
income unless the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation increase.

Cash dividend

The Group recognises liability to pay a dividend when the distribution is authorised and the distribution is no longer
at the discretion of the Group. A distribution is authorised when it is approved by the shareholders. A corresponding
amount is recognised directly in equity.

Financial instruments — Initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

i Financial assets

Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that do
not contain a significant financing component or for which the Group has applied the practical expedient, the Group
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit
or loss, transaction costs. Trade receivables that do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the transaction price determined under IFRS 15. Refer to
the accounting policy in Revenue from contracts with customers.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to give
rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level. Financial assets with cash flows that
are not SPPI are classified and measured at fair value through profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash
flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are held within
a business model with the objective to hold financial assets in order to collect contractual cash flows while financial
assets classified and measured at fair value through OCI are held within a business model with the objective of both
holding to collect contractual cash flows and selling.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the asset.

Financial assets consist of derivative financial instruments, bank balances and deposits, amounts due from related
parties and trade and other receivables.
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2.4  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — Initial recognition and subsequent measurement (continued)
i Financial assets (continued)

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:
e Financial assets at amortised cost (debt instruments);
e Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments);
e Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments);
e Financial assets at fair value through profit or loss.

Financial assets at amortised cost (debt instruments)
This category is the most relevant to the Group. The Group measures financial assets at amortised cost if both of the
following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

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

Financial assets at amortised cost are subsequently measured using the EIR method and are subject to impairment.
Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

The Group's financial assets at amortised cost include bank balances, trade and other receivables and due from related
parties.

Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity instruments
designated at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been established, except when the Group benefits from
such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI.
Equity instruments designated at fair value through OCI are not subject to impairment assessment.

The Group elected to classify irrevocably the related non-listed equity investments under this category.

Financial assets at fair value through profit and loss (equity instruments and derivatives)
Financial assets at fair value through profit or loss are carried in consolidated the statement of financial position at
fair value with net changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments which the Group had not irrevocably elected to classify at fair value
through OCI. Dividends on listed equity investments are recognised as other income in the consolidated statement of
profit or loss when the right of payment has been established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the host
and accounted for as a separate derivative if: the economic characteristics and risks are not closely related to the host;
a separate instrument with the same terms as the embedded derivative would meet the definition of a derivative; and
the hybrid contract is not measured at fair value through profit or loss.

Embedded derivatives are measured at fair value with changes in fair value recognised in profit or loss. Reassessment
only occurs if there is either a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required or a reclassification of a financial asset out of the fair value through profit or loss category.
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — Initial recognition and subsequent measurement (continued)
i. Financial assets (continued)
Financial assets at fair value through profit and loss (equity instruments and derivatives) (continued)

The Group carries its call options on its investments in associates (Note 25) as derivative financial instruments which
are recognised as financial assets at fair value through profit and loss.

Derecognition of financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

e The rights to receive cash flows from the asset have expired; or

e The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset but has transferred control of
the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a ‘pass-through’
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the
Group continues to recognise the transferred assets to the extent of its continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to

repay.

Impairment of financial assets

The Group recognises an allowance for ECL for all debt instruments not held at fair value through profit or loss. ECLs
are based on the difference between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an approximation to the asset’s original effective interest rate.
The expected cash flows will include cash flows from the sale of collateral held or other credit enhancements that are
integrated to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible within
the next 12-months (a 12-month ECL). For those credit exposures for which there has been a significant increase in
credit risk since initial recognition, a loss allowance is required for credit losses expected over the remaining life of
the exposure, irrespective of the timing of the default (a lifetime ECL).

The Group considers a financial asset in default when contractual payments are past due. However, in certain cases,
the Group may also consider a financial asset to be in default when internal or external information indicates that the
Group is unlikely to receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Group. A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows.

For trade receivables, contract assets, bank balance and due from related parties, the Group applies a simplified
approach in calculating ECLs based on lifetime expected credit losses at each reporting date. The Group has
established a provision matrix that is based on the Group’s historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment. The expected credit losses are recognised in
the consolidated statement of comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — Initial recognition and subsequent measurement (continued)
i. Financial assets (continued)

Bank balances and cash
Bank balances and cash in the consolidated statement of financial position comprise cash at banks and on hand and
treasury bills with a maturity of three months or less, which are subject to an insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, bank balances and cash consist of cash and cash at banks,
as defined above, as they are considered an integral part of the Group’s cash management.

ii. Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net
of directly attributable transaction costs. The Group’s financial liabilities include amounts due to related parties, trade
and other payables, borrowings and lease liabilities.

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at amortised cost

Trade and other payables

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the consolidated statement of comprehensive income.

iii.  Offsetting of financial instruments
Financial assets and financial liabilities are offset, and the net amount reported in the consolidated statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. This is not
generally the case with master netting agreements, and the related assets and liabilities are presented gross in the
consolidated statement of financial position.

Income and expenses will not be offset in the consolidated statement of comprehensive income unless required or
permitted by any accounting standard or interpretation.

iv. Fair value measurement

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current fair
value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a provision
to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but
only when the reimbursement is virtually certain. The expense relating to any provision is presented in the
consolidated statement of comprehensive income net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects,
where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to
the passage of time is recognised in the consolidated statement of comprehensive income.

Employees’ end of service benefits
The Group primarily has end of service benefits which qualify as defined benefit obligations (“DBQO”).

The employee’s defined benefit liability is determined using the projected unit credit method, with actuarial valuations
being carried out at the end of each reporting period. Re-measurements, comprising actuarial gains and losses, are
reflected immediately in the statement of financial position with a charge or credit recognized in other comprehensive
income in the period in which they occurr. Remeasurements recognised in other comprehensive income are not
reclassified. Changes in the present value of the defined benefit obligation resulting from plan amendments or
curtailments are recognized immediately in profit or loss as past service costs. Interest is calculated by applying the
discount rate at the beginning of the period to the net defined benefit liability or asset. Defined benefit costs are
categorised as follows:

e Service cost (including current service costs, past service cost, as well as gains and losses on curtailment and
settlement)

e Interest expense, and

e Re-measurements

The Group presents the first two components of defined benefit costs in the consolidated statement of profit or loss in
relevant lines.

Further, the Group operates a defined contribution plan, for which the contribution is upon the discretion of the Group.
The plan is deemed a saving fund. All interest received in the plan shall be accrued as part of the provision of
employees’ end of service indemnity payable at the end of the period of service.

Taxes

(2) Income tax
The tax currently payable is based on taxable profit for the year of those Group entities located in taxable jurisdictions.
Taxable profit differs from profit as reported in the consolidated statement of comprehensive income because it
excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted
or substantively enacted by the end of the reporting period in those jurisdictions where tax is applicable.

(b) Deferred tax

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised, except:

e When the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss:

e In respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint arrangements, deferred tax assets are recognised only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against which
the temporary differences can be utilised.

26



MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020
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Taxes (continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

The Group offsets deferred tax assets and deferred tax liabilities if and only if it has a legally enforceable right to set
off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same taxation authority on either the same taxable entity or different taxable entities which intend
either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are expected to
be settled or recovered.

(c) Value added tax
Expenses and assets are recognised net of the amount of value added tax, except:

e When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority,
in which case, the sales tax is recognised as part of the cost of acquisition of the asset or as part of the expense
item, as applicable;

e When receivables and payables are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables
or payables in the consolidated statement of financial position.

(d) Zakat

Zakat is provided for in accordance with the regulations of Zakat, Tax, and Customs Authority (“ZATCA”). The
provision for zakat is charged to the consolidated statement of comprehensive income on an accrual basis. Any
differences between the provision and the final assessment is recorded when the final assessment is approved.

Foreign currencies

The Group’s consolidated financial statements are presented in SAR, which is also the Group’s functional currency.
For each entity, the Group determines the functional currency and items included in the financial statements of each
entity are measured using that functional currency. The Group uses the direct method of consolidation and on disposal
of a foreign operation, the gain or loss that is reclassified to profit or loss reflects the amount that arises from using
this method.

i) Transactions and balances
Transactions in foreign currencies are initially recorded by the Group’s entities at their respective functional currency
spot rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates
of exchange at the reporting date.

Differences arising on settlement or translation of monetary items are recognised in profit or loss with the exception
of monetary items that are designated as part of the hedge of the Group’s net investment in a foreign operation. These
are recognised in OCI until the net investment is disposed of, at which time, the cumulative amount is reclassified to
profit or loss. Tax charges and credits attributable to exchange differences on those monetary items are also recognised
in OCI.

27



MBC Group and its Subsidiaries (A closed joint stock company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended 31 December 2022, 2021 and 2020
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Foreign currencies (continued)

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on
translation of non-monetary items measured at fair value is treated in line with the recognition of the gain or loss on
the change in fair value of the item (i.e., translation differences on items whose fair value gain or loss is recognised
in OCI or profit or loss are also recognised in OCI or profit or loss, respectively).

In determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part of
it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the date
of the transaction is the date on which the Group initially recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple payments or receipts in advance, the Group determines
the transaction date for each payment or receipt of advance consideration.

ii) Group companies

On consolidation, the assets and liabilities of foreign operations are translated into SAR at the rate of exchange
prevailing at the reporting date and their statements of profit or loss are translated at exchange rates prevailing at the
dates of the transactions. The exchange differences arising on translation for consolidation are recognised in OCI. On
disposal of a foreign operation, the component of OCI relating to that particular foreign operation is reclassified to
profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operation and
translated at the spot rate of exchange at the reporting date.

Leases
The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys
the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease
term and the estimated useful lives of the assets, as follows:

Years
Leasehold building 3-20
Motor vehicles 1-4
Satellites 2

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of
a purchase option, depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policy for impairment of non-financial
assets.
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Leases (continued)
Group as lessee (continued)

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and payments of penalties for terminating the lease, if the lease
term reflects the Group exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless they are incurred
to produce inventories) in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the
lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the lease payments (e.g., changes to future payments resulting from a change in
an index or rate used to determine such lease payments) or a change in the assessment of an option to purchase the
underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies
the lease of low-value assets recognition exemption to leases of office equipment that are considered to be low value.
Lease payments on short-term leases and leases of low-value assets are recognised as expense on a straight-line basis
over the lease term.

Group as lessor
Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset
are classified as operating leases.

Rental income arising is accounted for on a straight-line basis over the lease terms and is included in the consolidated
statement of comprehensive income. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised over the lease term on the same basis as rental income.
Contingent rents are recognised as income in the period in which they are earned.

Contingencies

Contingent liabilities are not recognised in the consolidated financial statements. They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is not recognised
in the consolidated financial statements but disclosed when an inflow of economic benefits is probable.
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3 OPERATING SEGMENTS

A segment is a separate and distinct unit of the Group’s engagement in business activities that result in recognition of
revenues or expenses. Operating segments are disclosed on the basis of internal reports reviewed by the Chief
Executive Officer, Chief Financial Officer and other key management personnel, who are the Chief Operating
Decision Maker (CODM), and responsible for resource allocation, performance evaluation, and strategic decision
making on operational segments. Operating segments with similar economic characteristics, products, services, and
similar customer categories are aggregated and recorded where possible as units to be reported.

Segment basis

The Group generates its revenue primarily from: (i) advertising revenue, predominantly from advertisers placing
advertisements on its free-to-air TV channels, radio channels, and on the Group's advertising-video-on-demand
streaming platform ("AVOD"), (ii) revenue from subscriptions of the Group's Shahid VIP subscription-video-on-
demand ("SVOD") service, and (iii) ancillary revenue from its other business operations. The Group also benefits
from funding received through its majority shareholder for various projects and initiatives, including for production
of its content.

The Group has the following strategic segments which provide different services, have different economic
characteristics — such as sales growth trends, rates of returns, capital investment levels —and managed are separately.

Segment Operations
e Broadcast TV, radio, and social media
Broadcasting is the largest of the Group's business segments with revenues
earned primarily from advertising on its FTA TV, radio channels and social
media. Broadcasting also generates a variety of additional non-advertising
revenues, such as from carriage agreements and interactive games for viewers.

e Over-the-top (OTT) Video streaming on the Shahid platform
The Group’s second business segment is OTT for which the Group is currently
strongly investing in to drive future growth. The Group's Shahid OTT platform
is available both as an SVOD service (also called Shahid VIP) as well as a "free"
AVOD service and broadcasting services.

Among other offerings in Shahid, the Group also provides sports content in the
format of sports channels that are owned by the Saudi Sports Channel Company
(“SSC”). The broadcasting and technical services which the Group recognizes
from its contract with SSC is included in this segment.

¢ MBC Studios Drama series and movies production

The Group's third business segment is MBC Studios, which entails production
of high-quality content and is a relevant factor of the success of the Group. A
significant part of the content aired on TV channels, or on its Shahid AVOD
and SVOD platforms, is produced in-house or commissioned from external
production companies. As part of MBC Studios, the Group has set up a
dedicated business segment for the production of high-quality drama series and
movies, which have been among the most highly rated original productions
from the Arab world. Continuous investment in production projects in KSA and
in talent across the region, is the basis for the Group's role as a leading
contributor to the development of the local KSA media industry.

e Others Emerging Media (Interactivity, Merchandising, New Media, Mobile Apps,
Events, Encryption, Artist Management,) MBC Foundation, shares in
associates and JVs’ and shared services
Others comprises of a varied range of media-related activities such as
interactive games, events, music publishing, and talent management. The
Group is in the process of further diversifying its revenue base by building up
its events management business and developing its own video games. The
Group aims to leverage its brand and its long-standing know-how in these
additional businesses to expand its activities in these areas.
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3 OPERATING SEGMENTS (continued)
Segment financial information
Financial results of each segment is presented below. Segment performance is evaluated based on profit or loss and is measured consistently with profit or loss in the consolidated financial

statements. Also, the Group’s financing (including finance costs, finance income and other income) and income tax are managed on a Group basis and are not allocated to operating segments.

For the year ended 31 December 2022

Broadcast oTT Slxljgi((:)s Others Eliminations Total

SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Revenue from contract with customers 1,413,548 701,159 123,722 443,156 (327,874) 2,353,711
Other operating revenues 620,872 - 425,215 88,936 - 1,135,023
Total revenue 2,034,420 701,159 548,937 532,092 (327,874) 3,488,734
Operating costs* (1,921,973) (1,012,678) (550,403) (445,790) 327,874 (3,602,970)
Other income 187,500 2,372 775 12,512 - 203,159
Share of results in associates and joint ventures (net) - - - 14,187 - 14,187
Gain on financial assets and derivative instruments (net) - - - 9,445 - 9,445
Finance income/(costs) — net 3,146 - - (4,892) - (1,746)
Depreciation and amortisation (1,937) (12,709) (884) (40,189) - (55,719)
Segment results before income tax 301,156 (321,856) (1,575) 77,365 - 55,090

Intersegment revenues are eliminated upon consolidation and reflected under eliminations column.

*Qperating costs include direct costs and General and administrative expenses except for depreciation of fixed assets and amortization of intangible assets which are presented as separate line
items.
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For the year ended 31 December 2021

MBC

Broadcast oTT Studios Others Eliminations Total

SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Revenue from contract with customers 1,453,273 448,899 103,002 349,402 (305,629) 2,048,947
Other operating revenues 613,796 - 79,259 103,471 - 796,526
Total revenue 2,067,069 448,899 182,261 452,873 (305,629) 2,845,473
Operating costs (1,748,914) (753,210) (180,508) (394,542) 316,777 (2,760,397)
Other income 375,000 - - 23,539 - 398,539
Share of results in associates and joint ventures (net) - - - (4,008) - (4,008)
Gain on financial assets and derivative instruments (net) - - - 341,625 - 341,625
Finance income/(costs) - net 97 - 34 (3,709) - (3,578)
Depreciation and amortisation (1,849) (4,916) (781) (49,719) - (57,265)
Segment results before income tax 691,403 (309,227) 1,006 366,059 11,148 760,389

For the year ended 31 December 2020

Broadcast oTT Slzﬂgi%s Others Eliminations Total

SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Revenue from contract with customers 1,288,327 219,801 98,395 242,454 (62,616) 1,786,361
Other operating revenues 462,798 - 56,035 12,387 - 531,220
Total revenue 1,751,125 219,801 154,430 254,841 (62,616) 2,317,581
Operating costs (1,687,931) (402,461) (145,678) (218,187) 67,123 (2,387,134)
Other income 6,011 - 775 34,862 - 41,648
Share of results in associates and joint ventures (net) - - - (13,823) - (13,823)
Gain on financial assets and derivative instruments (net) - - - - (1,501) (1,501)
Finance income/(costs) - net 471 - 76 2,873 - 3,420
Depreciation and amortisation (2,153) (1,370) (697) (51,646) - (55,866)
Segment results before income tax 67,523 (184,030) 8,906 8,920 3,006 (95,675)
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OPERATING SEGMENTS (continued)

Segment assets The table below summarizes the key assets per segment:

As of 31 December 2022 Broadcast oTT MBC Studios Others Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Inventories 592,153 697,307 1,241,184 37,311 2,567,955
Property and equipment 4,983 25,476 2,294 72,729 105,482
Investments in associates and joint ventures - - - 979,693 979,693
Investment in financial asset through profit or loss - - - 18,689 18,689
Total 597,136 722,783 1,243,478 1,108,422 3,671,819
As of 31 December 2021 Broadcast oTT MBC Studios Others Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Inventories 473,009 547,278 825,817 7,551 1,853,655
Property and equipment 11,405 21,265 1,896 72,486 107,052
Investments in associates and joint ventures - - - 95,637 95,637
Total 484,414 568,543 827,713 175,674 2,056,344
As of 31 December 2020 Broadcast oTT MBC Studios Others Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Inventories 462,415 258,444 181,551 11,954 914,364
Property and equipment 12,281 9,596 2,156 83,629 107,662
Investments in associates and joint ventures - - - 92,062 92,062
Total 474,696 268,040 183,707 187,645 1,114,088

Geographic information The table below summarizes geographic information of the Group’s revenue from contract with customers based on where the service is provided.

2022 2021 2020
SAR’000 SAR’000 SAR’000

Revenue from contracts with customers:
GCC* 1,933,240 1,633,200 1,459,378
Egypt 290,434 299,933 251,009
Others** 130,037 115,814 75,974
Total 2,353,711 2,048,947 1,786,361

*GCC includes revenue earned mainly in UAE and Kingdom of Saudi Arabia where various revenue types are provided. **Others include North Africa and Iraq where the Group broadcasts
two of its TV channels, as well as other countries outside of GCC and Egypt where subscribers to its OTT platform, Shahid, are based.
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4 REVENUE FROM CONTRACTS WITH CUSTOMERS

2022 2021 2020

SAR’000 SAR’000 SAR’000

Advertising revenue* 1,339,380 1,349,441 1,305,187
Digital revenue 502,888 365,427 132,359
Broadcast and technical services revenue** 146,516 34,398 -
Event management revenue 105,775 36,395 87,628
Distribution revenue 103,487 93,245 68,088
Interactivity revenue 70,809 102,697 115,176
Programme revenue 45,296 37,329 46,931
Barter revenue 6,700 8,364 17,615
Artists management revenue 1,673 3,374 806
Other revenues 31,187 18,277 12,571
2,353,711 2,048,947 1,786,361

* Advertising revenue is presented net of volume rebates amounting to SAR 80,434 thousand (2021: SAR 72,525
thousand) (2020: SAR Nil).

** Represents revenues earned from providing broadcast and technical services to Saudi Sports Channel (SSC).
Amount of revenue recognized in 2021 was limited to cost incurred during the year while the contract pricing was
being finalized. In 2022, the contract between the Group and SSC was finalized.

4.1 Disaggregated revenue information

Set out below is the disaggregation of the Group’s revenue from contracts with customers:

2022 2021 2020
SAR’000 SAR’000 SAR’000

Timing of revenue recognition
Services provided over a period of time 2,202,640 1,975,223 1,651,802
Services transferred at a point in time 151,071 73,724 134,559
2,353,711 2,048,947 1,786,361

4.2. Contract balances

2022 2021 2020
SAR’000 SAR’000 SAR’000
Trade receivables (Note 16) 686,184 732,064 587,119
Contract assets (Note 16) 213,711 173,355 101,573
Contract liabilities (Note 23) 320,413 113,860 28,394

5 OTHER OPERATING REVENUES

The Group receives, from the Government of the KSA, government funding to implement a number of expansion
initiatives which contribute to the overall KSA vision to build up the media sector in the KSA. The funding covers
the costs of implementation of these initiatives in various entertainment and media initiatives in the KSA including
broadcasting of certain TV channels dedicated to viewers outside of KSA, content production, gaming, developing
talent and events management in the KSA, as well as by creating new employment opportunities for individuals in
the entertainment industry in the KSA. Receipt by the Group of the relevant amounts is linked to pre-agreed KPIs that
must be satisfied, or milestones that must be reached. The Group has in the past been able to achieve such KPIs and
requirements.

Amounts received towards these initiatives are recognised in profit or loss on a systematic basis over the periods in
which the entity recognises as expenses the related costs for which the funds are intended to compensate.
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5 OTHER OPERATING REVENUES (continued)

During the year, the Group has assessed (in accordance with the accounting judgment for the other operating revenues in Note 28) the following as government grants and accordingly they have

been recognised as other operating revenues related to the following initiatives:

2022 2021 2020

SAR’000 SAR’000 SAR’000

TV channels initiatives and MBC Academy initiatives 429,837 437,083 362,524

Production related initiatives 425,215 79,259 56,196

Funding of broadcasting rights 191,250 131,250 112,500
Funding of other government related projects 30,000 66,414 -
Gaming initiative 47,171 82,520 -
Relocation cost 11,550 - -

1,135,023 796,526 531,220

Below is the reconciliation of other operating revenues with the deferred revenues (Note 23) and due from related parties (Note 17):

2022:

TV cr_\annels Production Funding of Funding of other - Riyadh Head .

initiatives and - Gaming - - Relocation

MBC Academy _ r_e_latgd b_roadcastlng government initiative office ca}pltal cost Total

nitiatives initiatives rights related projects expenditure
SAR'000 SAR'000 SAR'000 SAR'000 SAR'000 SAR'000 SAR'000 SAR'000

As at 1 January 2022
Due from the Intermediate Parent Company (Note 17a) 108,967 - - 11,328 82,520 - - 202,815
Deferred revenue (Note 23) - (1,003,862) - - - - - (1,003,862)
Add: Income recognised during the year (Note 5) 429,837 425,215 191,250 30,000 47,171 - 11,550 1,135,023
Add: Income netted off against related expense (Note 7) - - - - - - 18,216 18,216
Add: Riyadh Head office depreciation* (Notes 7 and 11) - - - - - 2,620 - 2,620
Add: Riyadh Head office capital expenditure* (Note 11) - - - - - 16,130 - 16,130
Less: Advance / cash collected during the year (495,768) (690,063) (191,250) (44,062) (206,225) (18,750) (81,855)  (1,727,973)
As at 31 December 2022 -
Due from/(to) Intermediate Parent Company (Note 17a) 43,036 (89) - - (21,410) - - 21,537
Deferred revenues (Note 23) - **(1,268,621) - (2,734) (55,124) - (52,089) (1,378,568)
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5 OTHER OPERATING REVENUES (continued)

* This amount represents predominantly the funding received for capital expenditure (net of depreciation of SAR 2,620 thousand) (Note 11).
** The deferred amount corresponds to inventories which remain as work-in-progress (WIP) as of 31 December 2022 amounting to SAR 1,218,847 thousand.

2021:

As at 1 January 2021

Due from the Intermediate Parent Company (Note 17a)
Deferred revenue (Note 23)

Add: Income recognised during the year (Note 5)

Less: Advance / cash collected during the year

As at 31 December 2021

Due from/(to) the Intermediate Parent Company (Note 17a)

Deferred revenue (Note 23)

2020:

As at 1 January 2020

Due from the Intermediate Parent Company

Deferred revenues

Add: Income recognised during the year (Note 5)

Less: Advance / cash collected during the year

As at 31 December 2020

Due from/(to) the Intermediate Parent Company (Note 17a)

Deferred revenue (Note 23)

TV cr_\annels Production Funding of Funding of .
initiatives and . Gaming
MBC Academ related broadcasting  other government initiative Total
initiatives y initiatives rights related projects
SAR'000 SAR'000 SAR'000 SAR'000 SAR'000 SAR'000
26,362 - - - - 26,362
- (365,519) - - - (365,519)
437,083 79,259 131,250 66,414 82,520 796,526
(354,478) (717,602) (131,250) (55,086) - (1,258,416)
108,967 - - 11,328 82,520 202,815
- (1,003,862) - - - (1,003,862)
TV channels initiatives . Funding of
and MBC Academy Pmdilr'l?:;gtr;v?slamd broadcasting Total
initiatives rights
SAR'000 SAR'000 SAR'000 SAR'000

13,975 4,556 - 18,531

(4,955) (34,558) - (39,513)

362,524 56,196 112,500 531,220

(345,182) (391,713) (112,500) (849,395)

26,362 - - 26,362

- (365,519) - (365,519)
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5 OTHER OPERATING REVENUES (continued)

As disclosed above, the Group have received funding, from Government of KSA, subject to satisfactory performance
against certain criteria. The funding is based on annual pre-approved expenditure which also sets a maximum
entitlement limit. Receipt by the Group of the relevant amounts is linked to pre-agreed KPIs that must be satisfied, or
milestones that must be reached. Depending upon the nature of the funding the related costs have been accounted for
as follows:

(@ On TV channels initiatives and MBC Academy initiatives, production related initiatives and relating to funding of
other government related projects, the vast majority of the related costs are included within ‘Direct costs’ (Note 6).

(b) On funding of broadcasting rights, the related costs are included within ‘Direct costs’ (Note 6).

(c) On gaming initiative, the vast majority of the related costs were included within ‘Direct costs’ (Note 6) until the
change in classification of investment. Subsequently, the related costs are adjusted against the ‘Share of results
in associates and joint ventures'.

(d) On Riyadh Head office capital expenditure, the related costs were netted off against the related depreciation.

(e) On relocation cost, the related costs are included within ‘General and administrative expenses’ (Note 7).

To the extent government fundings have been recognized within income, there are no unfulfilled conditions or
contingencies attached to the above fundings.
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6 DIRECT COSTS

2022 2021 2020
SAR’000 SAR’000 SAR’000
Cost of programmes 1,811,531 1,260,790 953,812
Digital costs 197,267 176,771 82,827
Commission expenses* 129,459 29,341 307,973
Marketing costs 125,292 91,344 55,663
Technical costs 50,911 39,712 31,704
Cost of events management 85,253 34,072 70,393
Programme overheads 79,782 70,116 57,349
Location costs 59,133 55,721 43,568
Game development research costs** 37,088 82,519 -
Transmission expenses (Note 13) 30,909 26,623 24,395
Depreciation on property and equipment (Note 11) 30,193 34,493 41,682
Interactivity costs 28,369 41,646 33,355
Barter costs 6,700 8,364 17,615
Programme stocks write-off 6,664 12,851 17,306
Distribution costs 3,590 7,201 1,595
Depreciation on right-of-use assets (Note 13) 3,231 3,234 5,184
Cost of news programmes (Note 17 c) 1,875 1,875 1,846
Cost of artists management 1,282 1,713 1,214
Other expenses 159,069 149,629 114,524

2,847,598 2,128,015 1,862,005

* Effective 1 January 2021, the Group’s advertising contract with its main agent expired. From 1 January 2021, the
advertising services are mainly routed through the Group’s subsidiary, MBC Media Solutions BVI (2020: commission
expenses represents approximately 23% of the qualifying gross advertising revenue earned). The costs included in
2022 and 2021 represent costs of commercials, commission to a third party agent for advertising revenues earned
from MBC Cing channel, and costs incurred for the airtime purchased from Al Arabiya News Channel FZ LLC
(beginning 2022 only).

** These costs represent game development costs recorded under MBC Initiatives LLC, a fully owned subsidiary.
The subsidiary jointly controls MBC Game Studio (“Game Studio”) with another shareholder whereby it owns 70%
and the other shareholder owns 30%. The Subsidiary accounts for its investment in the Game Studio under the
provision of IFRS 11 — Joint Arrangements. Previously, Game Studio has been accounted for as a joint operation, in
which the Standard requires that each shareholder records their respective shares in asset, liabilities, revenues, and
expenses. During the year, the Game Studio has incurred game development research costs amounting to SAR 52,983
thousand (2021: SAR 117,884 thousand) (2020: Nil) and the Group’s related portion is SAR 37,088 thousand (2021:
SAR 82,519 thousand) (2020: Nil). Subsequent to 30 June 2022, the investment has been reclassified to a joint venture,
and accordingly under the provisions of the same standard, is accounted for under the equity method (Note 14).
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7 GENERAL AND ADMINISTRATIVE EXPENSES

2022 2021 2020
SAR’000  SAR’000 SAR’000
Staff costs** 596,856 573,803 465,775
Foreign exchange loss / (gain), net 61,190 (7,664) 2,204
Legal and professional fees 49,514 50,526 28,968
IT equipment and maintenance costs 37,665 35,988 26,534
Travel costs 37,183 18,749 10,666
Building occupancy costs (Note 13) ** 31,953 23,055 25,990
Depreciation on property and equipment (Note 11) ** 17,406 19,634 13,627
Depreciation on right-of-use assets (Note 13) 15,571 18,591 13,950
Withholding taxes 12,905 - -
Allowance for / (reversal of) expected credit loss, net
(Notes 16, 17, 18) 13,465 (26,275) 12,793
Amortisation of intangible assets (Note 12) 8,121 3,138 558
Communication costs 5,833 5,170 5,041
Write-off of intangible assets (Note 12) - 9,407 -
Loss on disposal of property and equipment 37 - -
Other expenses*** 17,564 59,769 46,094
Recharges to related parties (Note 17¢c)* (90,067) (90,711) (71,205)
815,196 693,180 580,995

* The Group incurs costs on behalf of other related parties. These costs consist principally of staff costs and shared
facilities and are recharged to the individual entities based on the estimated time spent by employees on each entity
and usage of shared facilities by each entity.

** Amounts of SAR 17,916 thousand, SAR 300 thousand, and SAR 2,620 thousand relating to staff costs, building
occupancy costs, and depreciation on property and equipment, respectively, have been reimbursed by the Intermediate
Parent Company to the Group during the year (Note 5).

***Included in the balance is a discretionary discount of SAR Nil (2021: SAR Nil) (2020: SAR 25,713 thousand)
given to a related party. (Note 17¢)

8 OTHER INCOME

2022 2021 2020
SAR’000 SAR’000 SAR’000

Compensation for loss of business* (Note 17¢) 187,500 375,000 -
Rental income (Note 17 ¢) 11,010 11,010 10,657
Other income 4,649 12,529 30,991
203,159 398,539 41,648

*The Group has received compensation for the loss of business in relation to launching and operating a TV channel.
As of 31 December 2022, a total amount of SAR 562,500 thousand has been received. During the year, the Group
recognised and received SAR 187,500 thousand (2021: SAR 375,000 thousand) (2020: SAR Nil).
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9 FINANCE (COSTS) / INCOME - NET

2022 2021 2020

SAR’000 SAR’000 SAR’000

Finance income 10,952 3,192 7,000
Finance costs* (8,593) (3,237) (3,580)
2,359 (45) 3,420

*Includes interest expense on lease liabilities amounting to SAR 2,606 thousand (2021: SAR 3,233 thousand) (2020:

SAR 3,497 thousand) (Note 13).

10 INCOME TAX AND ZAKAT

Income tax, zakat and deferred tax charged for the year arises as follows:

2022 2021 2020
SAR’000 SAR’000 SAR’000
Income tax (a) 5,034 11,597 119
Zakat (b) 2,181 1,227 -
Deferred tax (c) 9 - -
7,224 12,824 119
The breakdown of the provision for income tax, zakat and deferred tax asset and liability is as follows:
2022 2021 2020
SAR’000 SAR’000 SAR’000
Income tax (a) 4,541 11,597 6
Zakat (b) 2,181 1,227 -
Provision for income tax and zakat (Note 23) 6,722 12,824 6
Deferred tax liability (c) 22 - -
Deferred tax asset (¢ ) 189 - -
(a) Income Tax:
* Income tax expense for the years ended 2022, 2021 and 2020:
31 December 2022
MMS Egypt MBC Hungary = MBC Cyprus ~ MBC Lebanon Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Tax base 21,805 1,440 - - 23,245
Effective tax rate 22.5% 9% 12.5% 17% -
4,911 130 - - 5,041
Adjustments - ()] - - N
Income tax expense 4,911 123 - - 5,034
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(a) Income Tax: (continued)

31 December 2021

MBC
MMS Egypt MBC Hungary MBC Cyprus Lebanon Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Tax base 42,050 15 466 12,181 54,712

Effective tax rate 22.5% 9% 12.5% 17% -

9,461 1 58 2,071 11,591

Adjustments - - 6 - 6

Income tax expense 9,461 1 64 2,071 11,597
2020
SAR’000

Tax base -

Effective tax rate 9%
Adjustments** 119
Income tax expense 119

** represents income tax incurred in Luxembourg (branch of MBC Hungary). The branch was closed during 2021.

The movement of provision for income tax is as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 11,597 6 6

Provided during the year 5,034 11,597 119

Payments during the year (11,523) (69) (119)
Adjustments during the year (567) 63 -

As at 31 December 4,541 11,597 6
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(b) Zakat:

Zakat charge for the year arises from is MBC Media Solutions Limited, KSA.

2022 2021 2020
SAR’000 SAR’000 SAR’000
Profit before zakat for the year 55,090 760,389 -
Adjustments to reach zakat profit base 32,160 (711,297) -
Zakat profit base 87,250 49,092 -
Zakat rate 2.5% 2.5% -
Zakat expense for the year 2,181 1,227 -
The movement of provision for zakat is as follows:
2022 2021 2020
SAR’000 SAR’000 SAR’000
As at 1 January 1,227 - -
Provided during the year 2,181 1,227 -
Payments during the year (1,227) - -
As at 31 December 2,181 1,227 -
(c) Deferred tax
The movement of deferred tax asset is as follows:
2022 2021
SAR’000 SAR’000
As at 1 January - -
Provided during the year 189 -
Payments during the year - -
Adjustments - -
As at 31 December 189 -
The movement of deferred tax liability is as follows:
2022 2021
SAR’000 SAR’000
As at 1 January - -
Provided during the year 22 -
Payments during the year - -
Adjustments - -
As at 31 December 22 -

Deferred tax liability arises from the following subsidiary of Company:
Al Miza for Advertising and MBC Media Solutions for Advertising, Egypt

Deferred tax asset arises from the following subsidiary of the Company:
MBC Media Solutions Limited, KSA
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11  PROPERTY AND EQUIPMENT

2022:

Leasehold Technical Furniture and Capital work in

improvements equipment Motor vehicles fixtures progress(a) Total

SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Cost:
At 1 January 2022 126,315 757,095 3,157 37,535 - 924,102
Additions during the year* 6,403 31,771 154 812 7,270 46,410
Disposals during the year ?3) (5,238) - an - (5,258)
Transfers during the year 5 - - - - 5
Foreign currency translation adjustment (110) (251) - (88) - (449)
At 31 December 2022 132,610 783,377 3,311 38,242 7,270 964,810
Accumulated depreciation:
At 1 January 2022 110,168 669,759 3,038 34,085 - 817,050
Charge for the year* 9,149 36,591 149 1,710 - 47,599
Relating to disposals 3) (5,169) - @an - (5,189)
Transfers during the year 5 - - - - 5
Foreign currency translation adjustment (33) (89) - (15) - (137)
At 31 December 2022 119,286 701,092 3,187 35,763 - 859,328
Net carrying amount:
At 31 December 2022 13,324 82,285 124 2,479 7,270 105,482

(@) Capital work in progress mainly includes cost incurred to date towards implementation and customisation of a new software system to be used for content management
broadcasting system and implementation of a new enterprise resource planning (ERP) software system.

*  Additions made to property and equipment and depreciation charge during the year are net of government fundings amounting to SAR 18,750 thousand and SAR 2,620
thousand, respectively.
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11 PROPERTY AND EQUIPMENT (continued)

2021:

Cost:

At 1 January 2021

Additions during the year

Disposals during the year

Transfers during the year

Foreign currency translation adjustment
At 31 December 2021

Accumulated depreciation:

At 1 January 2021

Charge for the year

Relating to disposals

Foreign currency translation adjustment
At 31 December 2021

Net carrying amount:
At 31 December 2021

Leasehold Technical Motor vehicles Furniture and Capital work in Total
improvements equipment fixtures progress
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
120,598 714,285 3,157 36,287 2,674 877,001
5,678 46,610 - 1,634 - 53,922
- (6,461) - (8) - (6,469)
- 2,674 - - (2,674) -
39 (13) - (378) - (352)
126,315 757,095 3,157 37,535 - 924,102
98,654 635,443 2,932 32,310 - 769,339
11,521 40,719 106 1,781 - 54,127
- (6,390) - 93 - (6,297)
() (13) - (99) - (119)
110,168 669,759 3,038 34,085 - 817,050
16,147 87,336 119 3,450 - 107,052
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11 PROPERTY AND EQUIPMENT (continued)

2020:
Leasehold Technical Motor vehicles Furniture and Capital work in Total
improvements equipment fixtures progress
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
Cost:
At 1 January 2020 115,205 689,766 2,960 34,090 36 842,057
Additions during the year 6,165 28,822 312 2,500 2,638 40,437
Disposals during the year (733) (4,202) (67) (286) - (5,288)
Transfers during the year (39) (101) (48) an - (205)
Foreign currency translation adjustment - - - - - -
At 31 December 2020 120,598 714,285 3,157 36,287 2,674 877,001
Accumulated depreciation:
At 1 January 2020 88,704 598,365 2,943 29,441 - 719,453
Charge for the year 10,701 41,341 93 3,174 - 55,309
Relating to disposals (726) (4,165) (67) (261) - (5,219)
Reclassifications (25) (98) 37) (44) - (204)
Foreign currency translation adjustment - - - - - -
At 31 December 2020 98,654 635,443 2,932 32,310 - 769,339
Net carrying amount:
At 31 December 2020 21,944 78,842 225 3,977 2,674 107,662
Depreciation has been apportioned as follows:
2022 2021 2020
SAR’000 SAR’000 SAR’000
Direct costs (Note 6) 30,193 34,493 41,682
General and administrative expenses (Note 7) 17,406 19,634 13,627
47,599 54,127 55,309
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12 INTANGIBLE ASSETS

The movement in the intangible assets during the year is as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 23,741 13,324 2,065
Additions during the year 25,048 22,962 11,817
Amortisation during the year (Note 7) (8,121) (3,138) (558)
Write-offs during the year (Note 7) - (9,407) -
As at 31 December 40,668 23,741 13,324

During the year, the Group capitalised an amount of SAR 25,048 thousand (2021: SAR 22,962 thousand) (2020: SAR
11,818 thousand) representing costs incurred to develop and upgrade features of the Shahid platform including
applications compatible with mobile devices, analytical models and architectural prototype implementation.

13 LEASES
13.1 Group as lessee

The Group has lease contracts for units, vehicles, infrastructures, and satellites used in its operations. The Group’s
obligations under its leases are secured by the lessor’s title to the leased assets. Generally, the Group is restricted from
assigning and subleasing the leased assets.

The Group also has certain leases of residential units, satellites, offices with lease terms of 12 months or less and
leases of office equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-value assets’
recognition exemptions for these leases.

Further, the Group has entered into a long-term finance lease contract with Dubai Development Authority, previously
known as Technology, Electronic Commerce and Media Free Zone, to lease a building, along with the associated fit
outs. The contract carries an option to buy the property at any time during the lease period at the option price as
calculated in the contract.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the years:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 43,806 48,475 66,646
Additions during the year 13,271 17,161 968
Deletions during the year (1,357) (6) (5)
Depreciation (Notes 6 and 7) (18,802) (21,825) (19,134)
Foreign exchange difference (net) (633) 1 -
As at 31 December 36,285 43,806 48,475

Set out below are the carrying amounts of lease liabilities and the movements during the years:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 58,163 57,600 74,212
Additions during the year 13,271 17,161 968
Deletions during the year (1,486) (5) 5)
Accretion of interest (Note 9) 2,606 3,233 3,497
Rent concession* - - (52)
Payments during the year (22,797) (19,762) (20,723)
Foreign exchange difference (net) (657) (64) (297)
As at 31 December 49,100 58,163 57,600
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13 LEASES (continued)
13.1 Group as lessee (continued)

* During the year, the Group did not receive any COVID-19 related rent concession (2021: SAR Nil) (2020: SAR 52
thousand).

2022 2021 2020

SAR’000 SAR’000 SAR’000

Current 9,445 19,114 13,032
Non-current 39,655 39,049 44,568
49,100 58,163 57,600

The maturity analysis of lease liabilities is disclosed in Note 26. The following are the amounts recognised in
consolidated statement of profit or loss:

2022 2021 2020

SAR’000 SAR’000 SAR’000
Depreciation expense of right-of-use assets — direct 3231 3,234 5,184
costs (Note 6)
Deprema_tl(_)n expense of right-of-use assets — general 15571 18,501 13,950
and administrative expenses (Note 7)
Interest expense on lease liabilities (Note 9) 2,606 3,233 3,497
Othe_r expenses related to leases — general and 31,053 23,055 25.990
administrative expenses (Note 7)
Other expenses related to leases — direct costs (Note 6) 30,909 26,623 24,395
Total amount recognised in consolidated statement 84.270 74.736 73,016

of profit or loss

During the year, the Group had total cash outflows for leases, excluding short-term and low value leases, of
SAR 22,797 thousand (2021: SAR 19,762 thousand) (2020: SAR 20,723 thousand), non-cash additions to right-of-
use assets and lease liabilities amounting to SAR 13,271 thousand (2021: SAR 17,161 thousand) (2020: SAR 968
thousand).

14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

The Group has the following investments in associates and joint ventures on the consolidated statement of financial
position:

2022 2021 2020

SAR’000 SAR’000 SAR’000

Investment in equity accounted joint ventures (14.1) 46,825 1 1
Investment in associates (14.2) 932,868 95,636 92,061
979,693 95,637 92,062

The following are the amounts recognised in the consolidated statement of comprehensive income:

2022 2021 2020
SAR’000 SAR’000 SAR’000
Share of results in investments in associates and joint

ventures (PL) (14a) 14,187 (4,008) (13,823)
Loss on disposal of an investment in a joint venture (PL) i i (1,501)

(14.1) :
Share of results in investments in associates (OCI) (14 a.1) 780 83 1,045
14,967 (3,925) (14,279)
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

14a)  Share of results in investments in associates and joint ventures

2022 2021 2020

SAR’000 SAR’000 SAR’000

Share of results in investments in joint ventures (14.1) (10,083) - (763)
Share of results in investments in associates (14 a.1) 24,270 (4,008) (13,060)
14,187 (4,008) (13,823)

14 a.1) Share of results in investment in associates is presented as follows in the consolidated statement of
comprehensive income:

2022 2021 2020

SAR’000 SAR’000 SAR’000

Share of results of associates, net (PL) 24,270 (4,008) (13,060)
(Sg?:rle) of other comprehensive income of associates, net 780 83 1,045
Share of results in investment in associates (total 25 050 (3,925) (12,015)

comprehensive loss) (14.2)

14.1) Investments in Joint Ventures:

The Group has the following investments in equity accounted joint ventures:

2022 2021 2020

SAR’000 SAR’000 SAR’000

03 Turkey (a) - - -
Stargate (b) - 1 1
MBC Game Studio (c) 46,825 - -
46,825 1 1

The movement in the investments in joint ventures during the year is as follows:

Year ended 31 December 2022

MBC Game Stargate Total
Studio
SAR’000 SAR’000 SAR’000
As at 1 January 2022 - 1 1
Additional investment during the year 56,908 56,908
Share of results * (10,083) - (10,083)
Write off during the year - 1) €))]
At 31 December 2022 46,825 - 46,825

* As per Note 5, the share of results has been reimbursed by the Intermediate Parent Company.

Year ended 31 December 2021

MBC Game Stargate Total
Studio
SAR’000 SAR’000 SAR’000
As at 1 January and 31 December 2021 - 1 1
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

14.1) Investments in Joint Ventures (continued):

Year ended 31 December 2020

O3 RP Stargate Total
LLC
SAR’000 SAR’000 SAR’000
As at 1 January 2020 2,264 1 2,265
Loss on disposal (1,501) - (1,501)
Share of results (763) - (763)
As at 31 December 2020 - 1 1

a) O3 Turkey Medya Produksiyon Hizmetleri Ticaret A.S (“O3 Turkey”) is a 51% owned joint venture between
the Group and two individuals, Onur Guvenatam and Saner Ayar. The joint venture commenced on 27 February
2014 and is governed by the joint venture and shareholder agreement between the parties and is registered
under the Istanbul Turkey Registry in Istanbul, Turkey.

b) Stargate is an equally owned joint venture between the Company and Stargate Studios Films, Inc., a privately
owned company operating in the United States of America. The joint venture was incorporated on 14 July
2013. In 2017, the Company has signed an agreement to purchase the remaining 25 shares held by Stargate
US. However, the purchase has not yet been effected as of the date of the consolidated financial statements.
For the years ended 31 December 2022, 2021 and 2020 the joint venture had no operations.

c) MBC Initiatives LLC, a fully owned subsidiary, jointly controls MBC Game Studio with another shareholder
whereby it owns 70% and the other shareholder owns 30%. Previously, the Subsidiary accounted for its
investment in the Game Studio as a joint operation under the provision of IFRS 11 — Joint Arrangements which
requires that each shareholder records their respective shares in asset, liabilities, revenues, and expenses. MBC
Game Studio “Game Studio”. As of 30 June 2022, the investment in the Game Studio was accounted for as an
investment in a joint operation as it jointly controls the Game Studio with the other shareholder. The value of
the investment as of that date amounted to Nil. Subsequent to 30 June 2022, the investment has been
reclassified to a joint venture and accounted for under the equity method.

The following table illustrates the summarised financial information at the reporting date of the Group’s investment
in MBC Game Studio:

Statement of financial position

2022

SAR’000

Current assets 81,296

Non-current assets 115,642

Current liabilities (130,046)

Equity 66,892

Group’s share in net assets at 70% 46,825
Statement of comprehensive income

2022*

SAR’000

Revenue -

Direct costs (168,406)

General and administrative expenses (16,865)

Total comprehensive loss for the year (185,271)

Group’s share of results at 70% (129,690)

*amounts presented here cover the period from 13 December 2021 to 31 December 2022.
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

Below is the break-up of the Group’s share in operating results of the JV during this period:

2022*
SAR’000
Group’s share in Game Studios’ operating costs is presented in the consolidated financial
statements as below:
Proportionate share in Game Studios’ operating costs for 2021 (Note 6) (82,519)
Proportionate share in Game Studios’ operating costs for 2022 (Note 6) (37,088)
Group’s share in Game Studio’s net loss for 2022 (Notes 6 and 14.1) (10,083)
Total for 2021 and 2022 (129,690)
14.2) Investments in Associates:
The Group’s investment in associates as of 31 December is as follows:
2022 2021 2020
SAR’000 SAR’000 SAR’000
Wego (a) 15,643 15,097 16,550
Tapmad (b) 13,920 15,752 8,880
ACSC (c) 903,305 56,869 46,626
Anghami (d) - 7,918 20,005
As at 31 December 932,868 95,636 92,061
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

14.2) The movement in the investments in associates during the year is as follows:

As at 1 January 2022
Additional investment
Reclassification

Share of results
Dividend received

As at 31 December 2022

As at 1 January 2021
Additional investment
Share of results

As at 31 December 2021

As at 1 January 2020
Additional investment
Share of results

As at 31 December 2020

Year ended 31 December 2022

Wego Tapmad ACSC Anghami Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
15,097 15,752 56,869 7,918 95,636
- - 497,250 - 497,250
- - 332,250 (7,918) 324,332
546 (1,832) 26,336 - 25,050
- - (9,400) - (9,400)
15,643 13,920 903,305 - 932,868
Year ended 31 December 2021
Wego Tapmad ACSC Anghami Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
16,550 8,880 46,626 20,005 92,061
- 7,500 - - 7,500
(1,453) (628) 10,243 (12,087) (3,925)
15,097 15,752 56,869 7,918 95,636
Year ended 31 December 2020
Wego Tapmad ACSC Anghami Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000
20,344 10,046 - 27,605 57,995
- - 46,081 - 46,081
(3,794) (1,166) 545 (7,600) (12,015)
16,550 8,880 46,626 20,005 92,061
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)
14.2) Investments in Associates (continued):

a) Wego

Wego PTE LTD (“Wego”), is a Company incorporated and domiciled in Singapore. Wego’s principal activities are
to carry on business of providing information on travel products by the use of the travel search engine. MBC owns
10% as per the shareholder agreement.

Based on the evaluation of terms of investment, the Group has significant influence over the investee and has recorded
its investment in Wego as an equity accounted associate.

b) Tapmad

Tapmad Holdings PTE LTD (“Tapmad™) was incorporated in the Republic of Singapore on 8 October 2018. The
principal activity of the Company is to provide Over the Top (OTT) and Subscription Videos on Demand (SVOD)
services in Pakistan.

Effective 17 October 2021, MBC increased its ownership from 25.08% to 29.76% with a consideration payable
amounting to SAR 7,500 thousand. As part of the agreement, MBC has an option to purchase an extra 10% of the
total issued shares (Note 25). Furthermore, the agreement gives the Group an additional right to increase their
shareholding in Tapmad to 51% or more. This option is treated as a derivative financial instrument (Note 25) as at 31
December 2022.

c) ACSC

Effective August 2020, the Group acquired a 5% stake in Arabian Contracting Services Company (“ACSC”), which
is a joint stock company registered in Riyadh, Kingdom of Saudi Arabia under Commercial Registration No.
1010048419. The main activities of ACSC is advertising. The consideration paid was SAR 46,081 thousand.
Furthermore, the Group had an option to increase its shareholding percentage to 20% within a certain timeframe (Note
25). Based on the evaluation of terms of investment, the Group assessed that it had significant influence over the
investee and has recorded its investment in ACSC as an equity accounted associate.

On 11 November 2021, ACSC listed its shares on Tadawul, the Saudi Stock Exchange. The Group did not sell any
of its shares and still held its 5% ownership at the time of ACSC’s listing. As of 31 December 2021, the Group held
5% shareholding in ACSC and reassessed its terms of the investment and concluded that it still has significant
influence over ACSC.

On 10 October 2022, the Group exercised its call option and acquired an additional 15% shareholding in ACSC
thereby increasing the total shareholding to 20%. The exercise price of SAR 497,250 thousand which has been paid
was based on the terms agreed between the Group and Engineer Holding Group (“the other shareholder”) in their
agreement entered into in August 2020. At the date of the transaction, the market value of the additional shares
acquired amounted to SAR 829,500 thousand. The call option to acquire an additional 15% interest in ACSC, which
was valued at SAR 337,500 thousand as at 31 December 2021 (Note 25), was reclassified into investment in associates
upon exercise of the call option. Finally, an amount of SAR 5,250 thousand was recognised as loss on exercise of the
call option in the consolidated statement of profit or loss during the year.

The acquisition of the additional 15% in ACSC was financed by a shareholder loan amounting to SAR 497,250
thousand. The loan is interest-free and is repayable on demand with 12 month-notice period.

As at 31 December 2022, the fair value of Group’s interest in ACSC was SAR 1,070,000 thousand based on the
quoted market price available on the stock exchange which is a level 1 input in terms of IFRS 13.
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

14.2) Investments in Associates (continued):

The following table illustrates the summarised financial information at the date of the Group’s investment in ACSC:

Statement of financial position

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity

Group’s share in net assets at 20% (2021 and 2020:

5%)

Statement of comprehensive income

Revenue

Direct costs

General and administrative expenses (including
zakat)

Finance costs

Other income, net

Loss from discontinued operations

Other comprehensive income

Total comprehensive income for the year

Group’s share of results

(2022: January to September, 5%; October to
December, 20%) (2021:5%)

(2020: August 2020 to December 2020- 5%)

d) Anghami

2022 2021 2020
SAR’000 SAR’000 SAR’000
996,709 2,220,123 465,579
1,645,534 1,019,729 849,291
(787,644) (906,796) (459,518)
(1,033,639) (1,601,777) (328,935)
820,960 731,279 526,417
164,192 36,564 26,321
2022 2021 2020
SAR’000 SAR’000 SAR’000
1,126,182 720,337 497,585
(639,194) (390,053) (398,540)
(103,028) (80,168) (52,920)
(55,205) (32,606) (21,252)
(44,273) (11,263) 1,262
(34,085) - -
1,892 (1,386) -
252,289 204,861 26,135
26,336 10,243 545

Anghami is a limited liability company incorporated in the Cayman Islands on 14 February 2012. Anghami’s principal
activities consist of facilitating a platform for music and video streaming, entertainment, social, through mobile, web,
computer, applications and other supported programs and related media. As at 31 December 2021, MBC’s

shareholding was 18.15%.

On 4 February 2022, Anghami listed its shares on NASDAQ, New York. The Group reassessed its influence in
Anghami based on the listing particulars and concluded that the investment in Anghami shall be treated as an
investment at fair value through profit and loss (FVTPL). The change in classification was a deemed disposal giving
rise to a gain on reclassification, using the fair value of the shares held at listing. The fair value of the investment in
Anghami as at 31 December 2022 and loss on the FVTPL is as below:

Carrying value of investment as at 1 January 2022
Gain on deemed disposal of associate

Unrealised loss due to fluctuations in fair value
Fair value of investment as at 31 December 2022

2022
SAR’000

7,918
133,507
(122,736)

18,689
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14 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)
14.2) Investments in Associates (continued):
d) Anghami (continued):

The gain on disposal less the subsequent unrealised gain on the treatment of SAR 10,771 thousand is presented net in
the consolidated statement of comprehensive income.

15 INVENTORIES

2022 2021 2020

SAR’000 SAR’000 SAR’000

Acquired programmes 1,114,865 924,518 629,329
Developed programmes 38,744 65,604 2,609
1,153,609 990,122 631,938

Production work-in-progress 1,414,346 863,533 282,426
2,567,955 1,853,655 914,364

Acquired and developed programmes are net of accumulated programme amortisation and write-offs.

Programme amortisation and write-offs recognised in the consolidated statement of comprehensive income for the
year ended 31 December 2022 amounted to SAR 1,326,619 thousand (2021: SAR 1,140,479 thousand) (2020: SAR
910,404 thousand) and are included within ‘Direct costs’ (Note 6).

16 TRADE RECEIVABLES, PREPAYMENTS AND OTHER ASSETS

2022 2021 2020

SAR’000 SAR’000 SAR’000

Trade receivables (Note 4.2) 686,184 732,064 587,119
Contract assets (Note 4.2) 213,711 173,355 101,573
Less: allowance for expected credit loss (Note 16.1) (188,984) (177,760) (222,793)
710,911 727,659 465,899

Advance for programme rights* 544,017 443,748 188,000
Deposits** 21,130 29,639 18,307
Advance to suppliers*** 50,461 58,288 74,188
Prepaid expenses 31,210 21,708 28,002
Staff receivables 3,948 3,104 3,104
Other receivables**** 136,150 254,577 399,502
1,497,827 1,538,723 1,177,002

* This amount is net of a provision of nil (2021 and 2020: SAR 2,756 thousand). No amount was charged to the
consolidated statement of comprehensive income during 2022.

** The deposit amounts are net of allowance for expected credit loss amounting to SAR 57 thousand (2021: SAR 56
thousand) (2020: SAR 431 thousand). During 2022, allowance amounting to SAR 1 thousand was created. (2021: a
reversal of SAR 375 thousand) (2020: a reversal of SAR 361 thousand).

*** This amount is net of a provision of nil (2021 and 2020: SAR 14,000 thousand).
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16 TRADE RECEIVABLES, PREPAYMENTS AND OTHER ASSETS (continued)

**** Included in Other receivables is balance receivable from the Ultimate Controlling Party of SAR 71,625 thousand
(2021: SAR 187,500 thousand) (2020: SAR 187,500 thousand) representing remaining balance of compensation for
loss of business granted in 2018. The compensation to be received, which has been estimated at SAR 187,500
thousand was recognised in 2018 within the Group’s consolidated statement of comprehensive income. During 2022,
SAR 115,875 thousand (2021: SAR Nil) (2020: SAR Nil) of this compensation was received. The compensation has
been recognised up to the amount that management is reasonably certain will be received. The Group expects to
receive the remaining amount within 12 months from the consolidated statement of financial position date.

16.1 Movements in allowance for expected credit loss are as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 177,760 222,793 211,092

Allowance/(reversal) made during the year, net 11.463 (27.897) 11,701
(Note 7)

Transfer to a related party 85 - -

Write-offs during the year (324) (17,136) -

As at 31 December 188,984 177,760 222,793

The typical credit period on trade receivables is 60 to 90 days (2021 and 2020: 60 to 90 days). No interest is charged
on the overdue trade receivables. The Group does not hold any collateral over these balances.

As of 31 December 2022, SAR 157,660 thousand (2021: SAR 153,046 thousand) (2020: SAR 199,707 thousand) and
SAR 31,324 thousand (2021: SAR 24,714 thousand) (2020: SAR 23,086 thousand) was recognised as allowance for
expected credit losses on trade receivables and contract assets, respectively.

See Note 26 on credit risk of trade receivables reflecting how the Group manages and measures quality of trade
receivables that are neither past due nor impaired. In determining the recoverability of a trade receivable, the Group
considers changes in the credit quality of the trade receivable from the date credit was initially granted up to the
reporting date. Management believes that there is no further credit allowance required in excess of the provision for
expected credit loss.
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17  RELATED PARTY TRANSACTIONS, BALANCES AND LOAN

Related parties represent the shareholders, directors and key management personnels of the Group, and entities
controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of transactions
with these related parties are approved by the shareholders and the Group’s management.

a) Balances with related parties included in the consolidated statement of financial position are as follows:

Due from related parties:

2022 2021 2020

SAR’000 SAR’000 SAR’000
Shareholder
Intermediate Parent Company [Note 5] 21,537 202,815 26,362
Companies under common control
Al Sadaf for Sonic Visual Production - - 12,466
Middle East News FZ LLC 14,397 26,230 108,795
ARA International Productions Company LLC 19,114 37,628 86,080
ARA Media Services LLC 16 - 240,426
Middle East News UK Limited 27 1,463 1,322
MBC Group Holdings Ltd 129,142 49,735 20,887
03 Masr 5,491 7,225 6,540
Other related parties 98 98 305
Joint ventures and associates
Stargate Middle East FZ LLC - 20 20
03 Turkey Medya Produksiyon, Turkey 1,128 24,221 25,236
MBC Game Studio Limited KSA 24,477 - -
Anghami* - - 1,359
Others
MBC International FZ LLC 48,303 48,187 48,118
Neom 9,159 - -
Saudi Media Advertising Company 34,675 24,283 }
At 31 December 2022 307,564 421,905 577,916

Outstanding balances at the year-end are unsecured, interest free and settlement generally occurs in cash and arise in
the normal course of business. The balances with related parties are net of a cumulative allowance for impairment of
SAR 19,188 thousand (2021: SAR 19,082 thousand) (2020: SAR 5,331 thousand). During the year, the Group has
recorded net impairment of SAR 106 thousand in the consolidated statement of comprehensive income (2021:
SAR 888 thousand) (2020: SAR 2,878 thousand). Further, the Group has written off allowance for impairments
amounting to SAR Nil (2021: SAR 978 thousand) (2020: SAR Nil). In addition, there is an outstanding SAR 71,625
thousand (2021: SAR 187,500 thousand) (2020: SAR Nil) due from a related party as itemised in Note 16.

*With effect from 4 February 2022, Anghami was not an associate of the Group. [Note 14 (d)].
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17 RELATED PARTY TRANSACTIONS, BALANCES AND LOAN (continued)

b) Balances with related parties included in the consolidated statement of financial position are as follows:

Due to related parties:

2022 2021 2020

SAR’000 SAR’000 SAR’000
Shareholder
Waleed Bin Ibrahim Al Brahim 11,341 12,113 12,252
Companies under common control
Al Sadaf for Sonic Visual Production 3,623 4,137 -
Al Arabiya News Channel FZ LLC 19,670 33,670 70,436
MBC Initiatives BVI Limited 2,069 - -
Others
Anghami* 60 - -
Joint ventures and associates
Arabian Contracting Services Company (ACSC) 17,291 1,101 -
Anghami* - 60 -
At 31 December 2022 54,054 51,081 82,688

*With effect from 4 February 2022, Anghami is not an associate. [Note 14 (d)].

c) Significant material transactions with related parties included in the consolidated statement of comprehensive
income as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000
Ultimate Controlling Party
Other operating revenues (Note 5) 131,250 - -
Other income (Note 8) 187,500 375,000 -
Intermediate Parent Company
Other operating revenues (Note 5) 1,003,773 796,526 531,220
Entities under common control
Expenses recharged to related parties (Note 7)* 90,067 90,711 71,205
Rental income (Note 8) 11,010 11,010 10,657
Cost of news programmes (Note 6) 1,875 1,875 1,846
Direct costs 185,618 117,826 76,277
Revenue from contracts with customers 123,641 105,586 61,083
Purchases 189,607 160,312 72,048
General and administrative expenses 1,941 - -
Other
Revenue from contracts with customers 43,724 43,360 -

In 2022, no discretionary discount was offered by the Group to a related party and recorded the discount as part of
general and administrative expenses (Note 7) in the consolidated statement of comprehensive income (2021: SAR
Nil) (2020: SAR 25,713 thousand).

*Expenses recharged to related parties are on cost basis without margin. These recharges are settled within 30-60
days of billing and are interest-free.
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17 RELATED PARTY TRANSACTIONS, BALANCES AND LOAN (continued)
d) Compensation to directors and key management personnel

The remuneration of directors and key management personnels during the year were as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

Salaries and short-term benefits 29,646 33,151 10,075
Employees’ end of service benefits 713 1,298 579
30,359 34,449 10,654

e) Loan from a related party

Loan from a related party represents loan availed by Group’s subsidiaries from MBC Group Holdings Limited, a
related party, amounting to SAR 64,167 thousand (2021 and 2020: SAR 64,167 thousand) and it is interest- free,
unsecured with no fixed repayment date.

f) Loan from a shareholder

Loan from shareholder of SAR 497,250 thousand as of 31 December 2022 (2021 and 2020: SAR Nil) which was

received to finance the acquisition of the additional 15% on ACSC, is interest-free and is repayable on demand with
12 month-notice period.

18 BANK BALANCES AND CASH

2022 2021 2020

SAR’000 SAR’000 SAR’000

Cash on hand 2,268 3,217 2,204

Bank balances:

Current accounts 660,787 674,870 388,759
Short-term treasury bills* 29,961 - -

Bank balances and cash 693,016 678,087 390,963

Less: Expected credit losses (Note 18) (3,612) (1,717) (609)

689,404 676,370 390,354

*Short-term treasury bills represents original cost and accrued interest till the date of interim condensed consolidated
financial statements and has maturity of less than 90 days.

18.1 Movements in the expected credit losses were as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 1,717 609 2,035
Allowance for expected credit losses, net (Note 7) 1,895 1,108 (1,426)
As at 31 December 3,612 1,717 609

19 SHARE CAPITAL

As discussed in Note 1, the Company was incorporated on 20 April 2023 and therefore the share capital is not
presented in these financial statements as of 31 December 2022, 2021, and 2020.

Combined capital of SAR 10,064 thousand (2021 and 2020: SAR 5,064 thousand) presented in the statement of
financial position represents the combined share capital of the consolidated subsidiaries of the group.
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19  SHARE CAPITAL (continued)

MBC Group’s share capital comprises 50,000 authorised, issued and fully paid shares of SAR 10 each (equivalent to
SAR 500 thousand).

The issued and fully paid share capital was distributed as follows:

No. of shares Share capital

SAR’000

Waleed Bin Ibrahim Al Brahim 20,000 200
Al Istedamah Holding Company 30,000 300
50,000 500

The Intermediate Parent Company is Al Istedamah Holding Company, an entity incorporated in the Kingdom of Saudi
Arabia. The Ultimate Controlling Party is the Ministry of Finance, Government of the Kingdom of Saudi Arabia.
There is no change in shareholding in 2021 and 2020.

20 OTHER RESERVE

2022 2021 2020
SAR’000 SAR’000 SAR’000
As at 31 December 38,386 38,386 38,386

Other reserve represents capital contribution from Waleed Bin Ibrahim Al Brahim, a shareholder of the Group, for
the transfer of entire ownership of MBC Ventures Limited. The transfer, which was effective 1 January 2019, was
made for nil contribution and hence has been regarded as a shareholder contribution and recorded in equity
accordingly.

21  NON-CONTROLLING INTERESTS

The non-controlling interests represent minority ownership shares of 49% and 40% in Wanasah FZ LLC and MBC
Media Solutions FZ-LLC (a subsidiary of MBC Media Services BVI), respectively. MBC Media Services BVI
(“MMS BVI”) and its subsidiary, MBC Media Solutions FZ-LLC (“MMS UAE”), were both incorporated during the
year ended 31 December 2021.

Further, in accordance with the shareholders’ agreement between MMS BVI and the minority shareholder, MMS BVI
has a call option to acquire all of the non-controlling interest in MMS UAE. MMS BVI is able to exercise the call
option at the following dates:

a) At any time following the third anniversary of the date of the incorporation of MMS UAE.
b) At any time after the date of the incorporation of MMS UAE if:

- The Group, or any of its affiliates, submits an official application for an IPO to the competent capital market
authority or stock exchange in the jurisdiction in which the IPO is intended to take place;

- The minority shareholder (including any of its permitted transferees) ceases to hold (in aggregate) at least 30%
of the share capital in ACSC byway of selling or otherwise disposing of its shares in ACSC to any other person
other than the Group or the minority shareholder’s affiliates;

- The number of directors appointed to the board of directors of ACSC on the nomination of the minority
shareholder becomes less than 5.

The transfer price of the option shall be an amount equal to the minority shareholder's pro-rata share (which, for these
purposes, shall include any shares held by any permitted transferee) in MMS UAE's EBIT for the last four quarters
preceding the date on which the call option is exercised, multiplied by six (6).
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21  NON-CONTROLLING INTERESTS (continued)

As of 31 December 2022, the fair value of the call option is assessed to be SAR 965 thousand (2021: SAR Nil) (Note
25).

Summarised financial information of the entities that has non-controlling interests is set out below. The financial
information below represents amounts before intragroup eliminations:

2022 2021 2020
SAR’000 SAR’000 SAR’000
Revenue 1,340,156 1,247,795 15,066
Direct costs (1,185,668) (1,078,571) (11,561)
GROSS PROFIT 154,488 169,224 3,505
General and administrative expenses (113,904) (134,627) (5,665)
OPERATING PROFIT / (LOSS) 40,584 34,597 (2,160)
Other income 294 1,133 1,374
Finance income — net 21 833 -
PROFIT / (LOSS) BEFORE TAX 40,899 36,563 (786)
Income tax and zakat (7,030) (10,688) -
PROFIT / (LOSS) FOR THE YEAR 33,869 25,875 (786)
Other comprehensive income (4,038) 25 -
TOTAL COMPREHENSIVE INCOME/ (LOSS)
FOR THE YEAR 29,831 25,900 (786)
Profit attributable to owners of the Group 20,977 15,459 (410)
I_3rof|t attributable to the non-controlling 12,892 10416 (376)
interests
Profit/(loss) for the year 33,869 25,875 (786)
Total comprehensive income attributable to 18,133 15,607 (326)
owners of the Group
Total comprehensive income attributable to the 11,698 10,293 (460)
non-controlling interests
Total comprehensive income/ (loss) for the 29,831 25,900 (786)

year
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21  NON-CONTROLLING INTERESTS (continued)

Below is the break-up of the total comprehensive income for non-controlling interests:

Revenue
Direct costs

GROSS PROFIT

General and administrative expenses
OPERATING PROFIT / (LOSS)

Other income

Finance income — net

PROFIT / (LOSS) BEFORE TAX
Income tax and zakat

PROFIT / (LOSS) FOR THE YEAR

Other comprehensive income

TOTAL COMPREHENSIVE INCOME/ (LOSS)
FOR THE YEAR

Profit attributable to owners of the Group

Profit attributable to the non-controlling
interests

Profit/(loss) for the year

Total comprehensive income attributable to
owners of the Group

Total comprehensive income attributable to the
non-controlling interests

Total comprehensive income/ (loss) for the
year

For the year ended 2022

MBC Media
Wanfi%h FZ Solutions FZ Total
LLC
SAR’000 SAR’000 SAR’000
1,922 1,338,234 1,340,156
(397) (1,185,271) (1,185,668)
1,525 152,963 154,488
(1,945) (111,959) (113,904)
(420) 41,004 40,584
79 215 294
- 21 21
(341) 41,240 40,899
- (7,030) (7,030)
(341) 34,210 33,869
- (4,038) (4,038)
(341) 30,172 29,831
(174) 21,151 20,977
(167) 13,059 12,892
(341) 34,210 33,869
(174) 18,307 18,133
(167) 11,865 11,698
(341) 30,172 29,831
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21  NON-CONTROLLING INTERESTS (continued)

For the year ended 2021

Wanasah FZ MBC Media Platinum

Solutions FZ FZLLC Total
LLC LLC
SAR’000 SAR’000 SAR’000 SAR’000

Revenue 1,840 1,241,223 4,732 1,247,795
Direct costs (346) (1,074,072) (4,153) (1,078,571)
GROSS PROFIT 1,494 167,151 579 169,224
General and administrative expenses (1,354) (129,096) (4,177) (134,627)
OPERATING PROFIT / (LOSS) 140 38,055 (3,598) 34,597
Other income 22 - 1,111 1,133
Finance income — net - 833 - 833
PROFIT / (LOSS) BEFORE TAX 162 38,888 (2,487) 36,563
Income tax and zakat - (10,688) - (10,688)
PROFIT / (LOSS) FOR THE YEAR 162 28,200 (2,487) 25,875
Other comprehensive income - 25 - 25
TOTAL COMPREHENSIVE INCOME/ (2,487)

(LOSS) FOR THE YEAR 162 28,225 25,900
Profit attributable to owners of the

Group 83 17,216 (1,840) 15,459
Profit attributable to the non-

controlling interests ° 10,984 (647) 10,416
Profit/(loss) for the year 162 28,200 (2,487) 25,875
Total comprehensive income

attributable to owners of the Group 83 17,364 (1,840) 15,607
Total comprehensive income

attributable to the non-controlling 79 10,861 (647) 10,293
interests
Total comprehensive income/ (loss) 162 28.225 (2,487) 25.900

for the year
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21  NON-CONTROLLING INTERESTS (continued)

Summarised financial information of the entities that have non-controlling interests is set out below. The financial
information below represents amounts before intragroup eliminations:

Assets

Property and equipment

Employees’ end of service benefits plan assets
Right-of-use assets

Due from related parties

Inventories

Trade receivables, prepayments and other assets
Bank balances and cash

Liabilities

Lease liabilities

Employees’ end of service benefits liability
Deferred tax liability

Due to related parties

Trade and other payables

Loan from a related party

Equity

Equity attributable to the owners of the Company
Equity attributable to the non-controlling interests

Below is the movement in the non-controlling interests as at 31 December:

As at 1 January

Non-controlling interest portion in initial capital of

MBC Media Solutions FZ-LLC
Share of total comprehensive income for the year
Transfer to legal reserve
Acquisition of non-controlling interest *
As at 31 December

2022 2021 2020
SAR’000 SAR’000 SAR’000
6,134 8,032 46
256 388 386
3,735 6,751 -
42,510 26,512 424
965 - -
489,787 543,014 2,021
178,577 213,746 4,782
(3,795) (6,716) -
(4,024) (2,583) (502)
(22) - -
(461,041) (578,618) (17,269)
(195,628) (197,537) (2,853)
(24,750) (64,167) (64,167)
32,704 (51,178) (77,132)
24,398 (34,121) (49,770)
8,306 (17,057) (27,362)
2022 2021 2020
SAR’000 SAR’000 SAR’000
(17,057) (27,362) (26,902)
- 20 -
11,698 10,293 (460)
(23) ®) -
13,688 - -
8,306 (17,057) (27,362)

*Effective 1 January 2022, the Group has acquired the remaining non-controlling interest in Platinum Records FZ

LLC for no consideration.
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21  NON-CONTROLLING INTERESTS (continued)

Below is the break-up of the statement of financial position for non-controlling interests:

Assets

Property and equipment

Employees’ end of service benefits plan assets
Right-of-use assets

Due from related parties

Deferred tax asset

Trade receivables, prepayments and other assets
Bank balances and cash

Liabilities

Lease liabilities

Employees’ end of service benefits liability
Deferred tax liability

Due to related parties

Trade and other payables

Equity

As at 31 December 2022

MBC Medi Total
Wanfieg1 FZ Solu(t:ion:(lj:; o
LLC
SAR’000 SAR’000 SAR’000

8 6,126 6,134
256 - 256
- 3,735 3,735
7 42,503 42,510
- 189 189
464 489,323 489,787
41 178,536 178,577
- (3,795) (3,795)
(448) (3,576) (4,024)
- (22) (22)
(1,843) (457,722) (459,565)
(224) (196,880) (197,104)
(1,739) 58,417 56,678
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21  NON-CONTROLLING INTERESTS (continued)

For the year ended 2021

MBC Media Platinum
Wa”fii‘:h FZ Solutions FZ FZLLC Total
LLC
SAR’000 SAR’000 SAR’000 SAR’000

Assets

Property and equipment 8 7,996 27 8,031
Employees’ end of service benefits 254 ) 387
plan assets 133

Right-of-use assets - 6,751 - 6,751
Due from related parties 7 26,008 497 26,512
Inventories - - 303 303
Trade receivables, prepayments and

other assets (140) 540,235 2919 543,014
Bank balances and cash 73 207,996 5,676 213,745
Liabilities

Lease liabilities - (6,716) - (6,716)
EI?;gillc;t};:es end of service benefits (345) (2,026) (212) (2,583)
Due to related parties (1,009) (557,232) (20,376) (578,617)
Trade and other payables (246) (194,767) (2,525) (197,538)
Equity (1,398) 28,245 (13,558) 13,289

For the year ended 2020
Wanasah FZ Platinum FZ Total
LLC LLC
SAR’000 SAR’000 SAR’000

Assets

Property and equipment 2 44 46
Employees’ end of service benefits plan assets 253 133 386
Due from related parties 7 417 424
Inventories - 336 336
Trade receivables, prepayments and other (106) 2127 2,021
assets

Bank balances and cash 105 4,677 4,782
Liabilities

Employees’ end of service benefits liability (313) (190) (503)
Due to related parties (1,208) (16,061) (17,269)
Trade and other payables (300) (2,553) (2,853)
Equity (1,560) (11,070) (12,630)
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22 EMPLOYEES’ END OF SERVICE BENEFITS

The movements of the employees’ end of service benefits liability recognised in the consolidated statement of
financial position are as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

DBO at the beginning of the year 167,904 169,149 132,344
Current service cost 19,959 19,856 17,274
Interest costs 4,105 3,533 -
Actuarial (gain)/loss - other comprehensive income (35,350) (6,714) 26,057
Accrual of benefit plan asset interest 658 330 873
Transferred from/(to) related parties 13,063 (50) (604)
Payments during the year (20,968) (18,200) (6,795)
DBO at the end of the year 149,371 167,904 169,149

Details of employees’ benefit expense as presented on the consolidated statement of profit or loss and comprehensive
income is as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

Current service cost 19,959 19,856 17,274
Interest cost 4,105 3,533 -
Recognized in profit or loss 24,064 23,389 17,274
Remeasurement actuarial (gain) / loss (35,350) (6,714) 26,057
Recognized in other comprehensive income (35,350) (6,714) 26,057

The significant assumptions used in determining defined benefits liabilities are shown below:

2022 2021 2020
Average discount rate — KSA 4.77% 3.40% -
Average discount rate - UAE 4.93% 2.65% 2.25%
Salary increase 3% 3% 3%

Sensitivity analysis
The table below shows the change in employee benefits liability based on a reasonable possible change in the base
assumption value for discount and increment rates:

Change 2022 2021 2020

(bps) SAR’000 SAR’000 SAR’000

Discount rate 1% (12,150) (14,425) (16,310)
-1% (13,155) 18,177 17,702

Salary increase 1% 14,013 19,414 18,272
-1% (10,969) (15,151) (16,980)

*The Group has set aside assets in a plan specifically for the purpose of funding employees’ end of service benefits
obligations. Contributions to the plan are upon the discretion of the Group. The plan is deemed a saving fund. The
interest received in the plan is accrued as part of the provision of employee’s end of service indemnity payable.

Equiom, the plan’s trustee, has placed the contribution with Barclays Bank, a financial institution in the United
Kingdom.
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22  EMPLOYEES’ END OF SERVICE BENEFITS (continued)

During the year, the plan asset has earned interest amounting to SAR 658 thousand (2021: SAR 330 thousand) (2020:
SAR 873 thousand). The average interest rate is 1.46% per annum (2021: 0.2%) (2020: 0.82% per annum).

The movement of the plan assets is as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

As at 1 January 114,263 113,933 113,060

Interest earned during the year 658 330 873
Funds withdrawn during the year (12,403) - -

As at 31 December 102,518 114,263 113,933

The fair value of plan assets is as follows:

2022 2021 2020

SAR’000 SAR’000 SAR’000

Bank balances and cash 102,518 114,263 113,933

23 TRADE AND OTHER PAYABLES

2022 2021 2020

SAR’000 SAR’000 SAR’000

Deferred revenue (Note 5) 1,378,568 1,003,862 365,519

Trade payables 411,145 421,731 250,361

Accrued expenses 405,499 390,069 275,253

Contract liabilities (Note 5) 320,413 113,860 28,394

Provision for income tax and zakat (Note 10) 6,722 12,824 6

Other payables 52,173 50,354 20,229

2,574,520 1,992,700 939,762

24  NON CURRENT ADVANCE AND BORROWING

In 2020, the Group was in discussions with NEOM Company, a single member closed joint stock company duly
incorporated under the laws of the Kingdom of Saudi Arabia, in relation to the formation of a joint operation under
the name of MBC Game Studio (“Game Studio”) in the NEOM Zone with an ownership stake of 70% and 30%,
respectively.

In 2021, the shareholder agreement was signed, and the Game Studio was legally incorporated in December 2021. As
part of agreement, a contract was entered with a supplier in regard to hiring and retaining a development team,
designing of an upcoming game, preparation of a marketing and merchandising strategy, and developing a vertical
slice.

In 2020, the first payment to the supplier amounting to SAR 42,101 thousand was fully funded by NEOM Company
and the Group’s portion of SAR 29,471 thousand (based on its shareholding percentage of 70%) was recorded as a
non-current advance and treated as a borrowing from NEOM Company as per the agreement. During 2021, the Group
repaid SAR 22,735 thousand and the outstanding borrowing of SAR 6,736 thousand was repaid during 2022.
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25 DERIVATIVE FINANCIAL INSTRUMENTS

As of 31 December 2022 and 31 December 2021, the Group has call options which meet the definition of derivative
financial instruments under IFRS 9 — Financial Instruments and which are measured at fair value in accordance with
IFRS 13- Fair Value Measurement.

The Group also has call options relating to commercial marketing agreements. Those options are deemed insignificant
to the Group and are valued at Nil as of 31 December 2022. Further, below are the call options with their fair value
as of 31 December.

2022 2021 2020

SAR’000 SAR’000 SAR’000
ACSC Option (a) - 337,500 -
Tapmad Option (b) 1,834 4,125 -
MMS UAE Option (c) 965 - -
2,799 341,625 -

(@ ACSC Option

In August 2020, the Group entered into a shareholders’ agreement to acquire a 5% stake in ACSC (Note 14). As part
of the agreement, the Group had an option to purchase an extra 15% of the total issued shares. The option expires on
1 July 2024. The option became exercisable from 1 January 2021. Further, on 10 October 2022, the Group and
Engineer Holding Group (“the other shareholder”) has exercised the Group’s call option.

The Group has engaged a valuation specialist to estimate the value of the call option. The call option was deemed to
be a derivative instrument that is required to be measured at FVTPL in accordance with IFRS 13 - Fair Value
Measurement. The derivative financial instrument was categorised within Level 2 of the fair value hierarchy.

The valuation methodology used to determine the fair value of the option was the Monte Carlo simulation model.
Based on the model, the ACSC Option was valued and recognised at SAR 337,500 thousand as of 31 December 2021.
(2020: Nil). On 10 October 2022, the Group exercised its call option and acquired an additional 15% shareholding on
ACSC. Consequently, the SAR 337,500 thousand fair value of the call option was revalued at the date of exercise
giving a loss of SAR 5,250 thousand and was reclassified to investment in associate [Note 14.2 (c)].

(b)  Tapmad Option

In October 2021, the Group entered into a shareholders’ agreement to acquire a further stake in Tapmad shares (Note
14). As part of the agreement, the Group has an option to purchase an extra 10% of the total issued shares.
Furthermore, the agreement gives the Group an additional right to increase their shareholding in Tapmad to 51% or
more.

Further, the Group has engaged a valuation specialist to estimate the value of the call option as of 31 December 2021.
The call option was deemed to be a derivative instrument that is required to be measured at FVTPL in accordance
with IFRS 13 - Fair Value Measurement. The derivative financial instrument is categorised within Level 3 of the fair
value hierarchy.

The valuation methodology used to determine the fair value of the option was the Binomial Option Pricing model.
Based on the model, the Tapmad Option was valued and recognised at SAR 1,834 thousand as of 31 December 2022
(2021: SAR 4,125 thousand) (2020: SAR Nil).
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25  DERIVATIVE FINANCIAL INSTRUMENTS (continued)
(c) MMS UAE Option

In accordance with the shareholders’ agreement between MMS BVI, a fully owned subsidiary, and Engineer Holding
Group (“the other shareholder”), MMS BVI has a call option to acquire all of the non-controlling interest in MMS
UAE. In 2021, Engineer Holding Group transferred its ownership on MMS UAE to Saudi Media Advertising
Company (SMAC), a company incorporated in the Kingdom of Saudi Arabia.

The Group has engaged a valuation specialist to estimate the value of the call option. The call option was deemed to
be a derivative instrument that is required to be measured at FVTPL in accordance with IFRS 13 - Fair Value
Measurement.

The fair value of the call option was determined based on the Black-Scholes Option Pricing Model. One of the key
inputs to the option pricing model is the current fair value of the equity of MMS UAE which is subject to significant
management judgements and estimates), such as the nature and logistics of MMS UAE’s business along with its
incorporation date. The fair value of the equity of MMS UAE is based on a market participant’s viewpoint.

Based on the model and the consideration of the operations and contracts in place, the MMS UAE Option was assessed
to have a value of SAR 965 thousand as of 31 December 2022 (2021: SAR Nil). The Group will continue to reassess
the value of the call option at each reporting date.

26 RISK MANAGEMENT

The Group’s overall financial risk management programme seeks to minimise potential adverse effects of financial
performance of the Group. The management provides guidelines covering specific areas, such as market risk
(including foreign exchange risk and interest rate risk), credit risk and liquidity risk. There has been no change to the
Group’s exposure to these financial risks or the manner in which it manages and measures the risk. The management
of the Group reviews and agrees policies for managing each of these risks which are summarised below:

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

At the reporting date, the Group is exposed to interest rate risk as the Group invests cash funds at both fixed and
floating interest rates and incurs variable finance charges for its finance lease liability. The risk is managed by the
Group by maintaining an appropriate mix between fixed and floating rate deposits.

Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for non-derivative
instruments at the reporting date. For floating rate assets, the analysis is prepared assuming the amount of the asset
outstanding at the reporting date was outstanding for the whole year. A 50-basis point increase or decrease represents
management’s assessment of the reasonably possible change in interest rates. This includes the Group’s short-term
deposits and lease liabilities.

If interest rates had been 50-basis points higher/lower and all other variables were held constant, the Group’s profit
for the year ended 31 December 2022 would increase/decrease by SAR 248 thousand (2021: increase/decrease by
SAR 5,306 thousand) (2020: SAR 671 thousand). This is mainly attributable to the Group’s exposure to interest rates
on its finance lease liability.
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26  RISK MANAGEMENT (continued)

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss.

The Group is exposed to credit risk on its bank balances, trade receivables, accrued revenue and due from related
parties. The Group seeks to limit its credit risk with respect to bank balances by dealing only with reputable banks
and with respect to trade receivable by monitoring outstanding receivables.

With respect to credit risk arising from the other financial assets of the Group, including bank balances, the Group’s
exposure to credit risk arises from default of the counterparty, with a maximum exposure equal to the carrying amount
of these instruments. Credit exposure is controlled by counterparty limits that are reviewed and approved by the
management and the Group maintains an allowance for doubtful debts based on expected collectability of all
receivables.

Credit risk is limited to the carrying values of financial assets in the consolidated statement of financial position:

2022 2021 2020
SAR’000 SAR’000 SAR’000
Trade and other receivables (excluding advances
to suppliers, advance for programme rights, and 872,139 1,014,979 886,812
prepaid expenses) (Note 16)
Due from related parties (Note 17) 307,564 421,905 577,916
Derivative financial instruments (Note 25) 2,799 341,625 -
Bank balances and cash (Note 18) 689,404 676,370 390,354
1,871,906 2,454,879 1,855,082

Trade receivables and contract assets

Credit risk is managed through the Group’s policy, procedures and controls relating to customer credit risk
management. Credit quality of a customer is assessed based on an extensive credit rating scorecard and individual
credit limits are defined in accordance with this assessment. Outstanding customer receivables are regularly
monitored.

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for groupings of various customer segments with similar loss
patterns (i.e., by geographical region, product type, customer type and rating and coverage by letters of credit or other
forms of credit insurance). The calculation reflects the probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at the reporting date about past events, current conditions
and forecasts of future economic conditions. The maximum exposure to credit risk at the reporting date is the carrying
value of each class of financial assets. The Group does not hold collateral as security.

Set out below is the information about the credit risk exposure on the Group’s trade receivables and contract assets
using a provision matrix:

31 December 2022

Trade receivables and contract assets
Days past due
Contract 31-60 61-90
assets Current <30 days days days >90 days Total
SAR’000  SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Expected credit loss rate 14.66% 0.20% 0.24% 2.00% 1.79%  69.20%  21.00%

Estimated total gross
carrying amount at default 213,711 370,828 56,371 13,732 19,611 225,642 899,895

Expected credit loss 31,324 749 137 275 352 156,147 188,984
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26 RISK MANAGEMENT (continued)
Credit risk (continued)
31 December 2021
Trade receivables and contract assets
Days past due
Contract 31-60 61-90
assets Current <30 days days days >90 days Total

SAR’000  SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Expected credit loss rate 14.26% 0.15% 0.55% 2.66% 0.69% 70.49% 19.63%

Estimated total gross
carrying amount at default 173,355 430,168 57,533 14,013 15,277 215,073 905,419

Expected credit loss 24,714 639 316 373 106 151,612 177,760

31 December 2020
Trade receivables and contract assets
Days past due
Contract 31-60 61-90
assets Current <30 days days days >90 days Total
SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Expected credit loss rate 22.73% 0.48% 2.04% 3.55% 0.09% 93.41%  32.35%

Estimated total gross
carrying amount at default 101,573 332,589 28,195 5,184 9,887 211,264 688,692

Expected credit loss 23,086 1,601 576 184 9 197,337 222,793

Due from related parties

Amounts due from related parties are not considered to represent significant credit risk because these amounts are
due from the companies owned by the ultimate parent company and therefore do not carry any significant risks of
default. The shareholder has resolved to bear losses, if any, that arises on recoverability of the amounts due from
related parties. As of reporting date, an amount of SAR 19,188 thousand (2021: SAR 19,082 thousand) (2020: SAR
5,331 thousand) was provision for impairment against due from related parties.

Bank balances and short-term deposits

Bank balances and short-term deposits are placed with financial institutions whose credit ratings, as assigned by
reputable external credit rating agencies, are of a higher grade. These balances are callable on demand and there has
been no history of defaults. The Group limits its credit risk with regard to bank balances by only dealing with reputable
banks and counterparties with high credit ratings and no history of default. Considering these factors, management
has assessed the credit risk on bank balances and has recognised a allowance for expected credit losses of SAR 3,612
thousand (2021: SAR 1,717 thousand) (2020: SAR 609 thousand) as of 31 December (Note 18).
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26  RISK MANAGEMENT (continued)

Liquidity risk

Ultimate responsibility for liquidity risk management rests with management, which has an appropriate liquidity risk
management framework for the management of the Group’s short, medium and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequate reserves, by monitoring
forecast and actual cash flows and matching the maturity profiles of financial assets and financial liabilities.

The table below summarises the maturities of the Group’s undiscounted financial liabilities at 31 December, based
on contractual payment dates and current market interest rates.

At 31 December 2022

1to12
months >1 year Total
SAR’000 SAR’000 SAR’000
Lease liabilities 9,445 39,655 49,100
Loan from a related party - 64,167 64,167
Due to related parties 54,054 - 54,054
Trade and othe_r payable_s (excluding advance from 868,816 i 868,816
customer, provision for income tax and deferred revenue)
Loan from shareholder 497,250 - 497,250
Total 1,429,565 103,822 1,533,387
At 31 December 2021
1tol2
months >1 year Total
SAR’000 SAR’000 SAR’000
Lease liabilities 19,114 39,049 58,163
Loan from a related party - 64,167 64,167
Borrowings 6,736 - 6,736
Due to related parties 51,081 - 51,081
Trade and oth_er pgy_ables (excluding provision for income 862,155 i 862,155
tax, contract liabilities and deferred revenue)
Total 939,086 103,216 1,042,302
At 31 December 2020
1tol2
months >1 year Total
SAR’000 SAR’000 SAR’000
Lease liabilities 13,032 44,568 57,600
Loan from a related party - 64,167 64,167
Borrowings 29,471 - 29,471
Due to related parties 82,688 - 82,688
Trade and oth_er [_)qy_ables (excluding provision for income 545843 i 545 843
tax, contract liabilities and deferred revenue)
Total 671,034 108,735 779,769
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26  RISK MANAGEMENT (continued)

Foreign currency risk

The Group undertakes certain transactions denominated in foreign currencies. Hence, exposure to exchange rate
fluctuations arise. The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary
liabilities at the reporting date are as follows:

Assets Liabilities

2022 2021 2020 2022 2021 2020

SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000

Sterling 50,418 35,033 28,127 10,553 8,654 4,882
pound

Eggﬁ;'a” 285,365 281,663 123,426 133,802 118,698 64,225

Euro 135,610 131,770 120,955 35,051 39,041 31,185

g!i""a'“ 12,678 11,485 8,853 6,357 6,333 3,689
Inar

Foreign currency sensitivity analysis

The following table details the Group’s sensitivity to a 10% increase in the SAR against the relevant foreign
currencies. 10% represents management’s assessment of the reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their
translation at the reporting date for a 10% change in foreign currency rates. A negative number below indicates a
decrease in profit where the SAR increases against the relevant currency. For a 10% weakening of the SAR against
the relevant currency, there would be an equal and opposite impact on the profit, and the balances below would be
positive.

2022 2021 2020

SAR’000 SAR’000 SAR’000

Sterling pound (3,986) (2,638) (2,324)
Egyptian pound (15,156) (16,296) (5,920)
Euro (10,056) (9,273) (8,977)
Kuwaiti Dinar (632) (515) (515)

This is mainly attributable to the exposure to outstanding trade payables, trade receivables, bank balances, and
amounts due from/to related parties at the year-end.

Capital management

The Group manages its capital to ensure that it will be able to continue as a going concern while maximising the
return to the shareholders through the optimisation of the debt and equity balance. The Group’s overall strategy
remains unchanged from 2021 and 2020.

The capital structure of the Group consists of equity comprising share capital, retained earnings, discretionary reserve,
foreign currency translation reserve and other reserve measured at SAR 2,952,303 thousand as at 31 December 2022
(2021: SAR 2,893,104 thousand) (2020: SAR 2,149,111 thousand).
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27  FAIR VALUES OF FINANCIAL INSTRUMENTS
Financial instruments comprise financial assets and financial liabilities.

Financial assets consist of cash and bank balances, derivative financial instruments, trade and other receivables and
due from related parties. Financial liabilities consist of trade and other payables, excluding provision for income tax,
borrowings, lease liabilities, and due to related parties.

Except for the Investment at FVPL and derivative financial instruments explained below, the financial assets and
liabilities are recorded at their carrying amounts which are within reasonable approximation of their fair values. The
derivatives financial instruments are categorised within Levels 2 and 3 of the fair value hierarchy (Note 25).

The Group has call options for some of its investments in its subsidiaries and associates whose fair value are estimated
using valuation techniques including the Black-Scholes Option Pricing Model, Monte Carlo simulation model and
the Binomial Option Pricing model. The inputs to these models are taken from observable markets where possible,
but where this is not feasible, a degree of judgement is required in establishing fair values. Judgements include
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions relating to these
factors could affect the reported fair value of financial instruments. The Group limits its risk regularly reassessing a
range of reasonably possible alternatives for those significant unobservable inputs and determines their impact on the
total fair value.

28  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future
periods.

Judgements, estimates and assumptions

In the process of applying the Group’s accounting policies, management has made the following estimates and
judgements, which have the most significant effect on the amounts recognised in the consolidated financial
statements:

Determining the lease term of contracts with renewal and termination options — Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate
the lease, if it is reasonably certain not to be exercised.

The Group has lease contracts that include extension and termination options. The Group applies judgement in
evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease. That
is, it considers all relevant factors that create an economic incentive for it to exercise either the renewal or termination.
After the commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise or not to exercise the option to renew or to
terminate (e.g., construction of significant leasehold improvements or significant customisation to the leased asset).

The Group included the renewal period as part of the lease term for leases of plant and equipment with shorter non-
cancellable period (i.e., three to five years). The Group typically exercises its option to renew for these leases because
there will be a significant negative effect on production if a replacement asset is not readily available. The renewal
periods for leases of plant and equipment with longer non-cancellable periods (i.e., 10 to 15 years) are not included
as part of the lease term as these are not reasonably certain to be exercised. In addition, the renewal options for leases
of motor vehicles are not included as part of the lease term because the Group typically leases motor vehicles for not
more than five years and, hence, is not exercising any renewal options. Furthermore, the periods covered by
termination options are included as part of the lease term only when they are reasonably certain not to be exercised.
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28 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Estimations and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are described below. The Group based its assumptions and estimates on parameters available
when the consolidated financial statements were prepared. EXisting circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are beyond the control of
the Group. Such changes are reflected in the assumptions when they occur.

Allowance for expected credit losses of trade receivables and contract assets
The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on days past
due for groupings of various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group's historical observed default rates. The Group will calibrate the
matrix to adjust the historical credit loss experience with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are expected to deteriorate over the next year which can lead to an
increased number of defaults, the historical default rates are adjusted. At every reporting date, the historical observed
default rates are updated and changes in the forward-looking estimates are analysed. The assessment of the correlation
between historical observed default rates, forecast economic conditions and ECLs is a significant estimate. The
amount of ECLSs is sensitive to changes in circumstances and of forecast economic conditions. The Group's historical
credit loss experience and forecast of economic conditions may also not be representative of customer's actual default
in the future. The information about the ECLs on the Group’s trade receivables is disclosed in Note 26.

Impairment of amounts due from related parties

An estimate of the collectible amount of due from related parties is made when collection of the full amount is no
longer probable. For individually significant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and a provision is applied
according to the length of time past due, based on historical recovery rates. At the reporting date, SAR 19,188
thousand (2021: SAR 19,082 thousand) (2020: SAR 5,331 thousand) was impaired to the carrying amount of due
from related parties.

Classification of inventories

Considering the nature of inventories, which mainly consists of acquired and developed programmes, Group believes
that these inventories are expected to be realised or intended to be sold or consumed within the Group’s normal
operating cycle which is beyond 12 months after the end of the reporting period and hence classified as current.

Impairment of inventories

Inventories, which are mainly cost of acquired and developed programmes, are stated at cost less accumulated
amortisation and accumulated impairment, if any. Factors influencing the amortisation and impairment include the
length of the licence period of the programme and likelihood of the programme being aired.

Based on the above factors, management ensures that the programmes acquired and developed are relevant for
transmission or airing requirement and appropriate allowances for slow moving and obsolete inventories are recorded
against the cost for those programmes whose licence has expired. Revisions to the allowance for slow moving and
obsolete inventories would be required if the outcome of these indicative factors differ from the estimates.

Programme amortisation and write-offs recognised in the consolidated statement of comprehensive income for the
year ended 31 December 2022 amounted to SAR 1,326,619 thousand (2021: SAR 1,140,479 thousand) (2020: SAR
910,404 thousand) and are included within ‘Direct costs’. (Note 6).
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28  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)
Estimations and assumptions (continued)

Amortisation of programme inventories

Management has considered the likely period of benefits to be derived from broadcasting programme inventories.
Based on past experience, management considers substantially all related benefits from broadcasting an acquired
programme right are consumed based on the transmission of the show/series, irrespective of the length of time the
broadcasting right has left to run.

The Group also holds inventory of programmes for which it has comprehensive exploitation rights that are typically
not limited in time. The programmes are either produced in-house, commissioned from other production houses, or
acquired “ready-made” from other parties. The group derives commercial benefit by selling transmission licenses that
are limited in terms of time and number of runs to third parties.

Based on past experience, management believes that substantially all benefits from the sale (licensing) of programmes
are realised within three years from first availability, and a significant majority of those benefits are realised during
the first two years of that period. The cost of programmes is amortised based on an internal agreed percentage for
each category and when the related content is broadcasted and aired to public. Shahid content inventory is amortised
on an accelerated basis which is the lesser of six years or the license period.

Interactivity revenue

Interactivity revenue represents income from the use of interactive services and is recognised based on interactive
transaction volumes from internal reports, adjusted for estimated uncertainties based on management’s prior
experience of differences arising between internal estimates and final reconciliation of external service provider data.
Based on management’s best estimate of the volume of interactive transactions likely to be confirmed and paid by
the third-party service providers, management is satisfied that the recognition of the interactivity revenue is
appropriate.

Revenue recognition - Estimating variable consideration for volume rebates
The Group estimates variable considerations to be included in the transaction price for the sale of advertising with
volume rebates.

The Group’s expected volume rebates are analysed on a per customer basis for contracts that are subject to a single
volume threshold. Determining whether a customer will be likely entitled to rebate will depend on the customer’s
historical rebates entitlement and accumulated purchases to date.

The Group applied the statistical model for estimating expected volume rebates for contracts with more than one
volume threshold. The model uses the historical purchasing patterns and rebates entitlement of customers to determine
the expected rebate percentages and the expected value of the variable consideration. Any significant changes in
experience as compared to historical purchasing patterns and rebate entitlements of customers will impact the
expected rebate percentages estimated by the Group.

The Group updates its assessment of volume rebates quarterly and the refund liabilities are adjusted accordingly.
Estimates of volume rebates are sensitive to changes in circumstances and the Group’s past experience regarding
rebate entitlements may not be representative of customers’ actual rebate entitlements in the future. As at
31 December 2022, the amount recognised as refund liabilities classified as part of accrued expenses for the expected
volume rebates was SAR 69,096 thousand (2021: SAR 48,781 thousand) (2020: SAR Nil).

Useful lives of property and equipment and intangible assets

The Group’s management determines the estimated useful lives of its property and equipment and intangible assets
for calculating depreciation. This estimate is determined after considering the expected usage of the asset or physical
wear and tear. Management reviews the residual value and useful lives annually and future depreciation charge would
be adjusted where the management believes the useful lives differ from previous estimates.
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28  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)
Estimations and assumptions (continued)

Valuation of financial instruments
The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making the measurements:

e Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

e Level 2: Valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly (i.e.,
derived from prices). This category includes instruments valued using: quoted market prices in active markets
for similar instruments; quoted prices for identical or similar instruments in markets that are considered less
than active; or other valuation techniques where all significant inputs are directly or indirectly observable from
market data.

e Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs not based on observable data and the unobservable inputs have
a significant effect on the instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active markets are based on quoted market
prices or dealer price quotations. For all other financial instruments, the Group determines fair value using valuation
techniques including simulation and pricing models. The inputs to these models are taken from observable markets
where possible, but where this is not feasible, a degree of judgement is required in establishing fair values. Judgements
include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions relating to
these factors could affect the reported fair value of financial instruments.

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing
rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow over
a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use
asset in a similar economic environment. The IBR therefore reflects what the Group ‘would have to pay’, which
requires estimation when no observable rates are available (such as for subsidiaries that do not enter into financing
transactions) or when they need to be adjusted to reflect the terms and conditions of the lease (for example, when
leases are not in the subsidiary’s functional currency). The Group estimates the IBR using observable inputs (such as
market interest rates) when available and is required to make certain entity-specific estimates (such as the subsidiary’s
stand-alone credit rating).

Determination of significant influence in an associate-Wego

The Group concluded that it has significant influence over Wego (less than 20% shareholding). The shareholder
agreement grants the Group voting rights on the board of directors. In addition, the Group concluded that some of the
reserved matters are substantive in nature and, accordingly, the Group has significant influence on relevant activities
of Wego.

Determination of significant influence in an associate-ACSC

The Group concluded that it has significant influence over ACSC (less than 20% shareholding in 2021 and 2020).
The shareholder agreement grants the Group voting rights on the board of directors. In addition, the Group concluded
the combination of having a seat on the Board, together with the call option to acquire an incremental 15%
shareholding and an extra Board seat, were important factors in determining the Group had significant influence over
ACS in 2020 and 2021.

Determination of control over the Game Studio

The Group concluded that it has joint control over investment in MBC Game Studio where the Group holds 70% of
the voting rights. The Group has assessed, based on the contractual agreement with the other shareholder, that the
contractual agreement includes significant matters. Some of the significant matters give substantive rights to the other
shareholder. Therefore, the Group has concluded that it jointly controls the investee with the other shareholder and
hence accounted for it under the requirements of IFRS 11.
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28  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)
Estimations and assumptions (continued)

Determination of the accounting treatment of other operating revenues

Whenever there is any funding from the Government, the Group performs an assessment under 1AS 20 — Government
Grants whether the fundings received by the Group from the Government, through an Intermediate Parent Company,
was in the capacity of a shareholder or Government, as the Group is ultimately owned by the Government. If the
funding or reimbursement is provided to the Group by the Government in the capacity of the Government as part of
governmental funding initiatives, the Group recognises the fundings as other operating revenues within the
consolidated statement of comprehensive income. However, if the funding or reimbursement is provided to the Group
in the capacity of a shareholder then the same is recognised within the consolidated statement of changes in equity as
contribution from shareholders. Details of the various funding recognized in the profit or loss statement are described
in Note 5 Other operating revenues.

Determination of control over MBC Media Solutions FZ-LLC (“MMS UAE”)

Though the Group has 60% equity interest in MMS UAE, through a wholly owned subsidiary, it is required to assess
whether or not the Group has control over MMS UAE, in accordance with IFRS 10 — Consolidated Financial
Statements, as the minority shareholder has certain voting rights including the ability to vote on the approval of the
entity’s annual budget. After considering all facts and circumstances and the judgment placed in determining whether
the approval rights over budgets are substantive or not, the Group has concluded that the budget approval rights held
by the minority shareholder are considered protective in nature rather than substantive and hence the Group has
control over MMS UAE. Accordingly, the Group has consolidated MMS UAE within these consolidated financial
statements. As required by IFRS 10, the Group will reassess the accounting whenever there are any changes in the
facts and circumstances.

Determination of the fair value of the call option over MBC Media Solutions FZ-LLC (“MMS UAE”)

Through a wholly owned subsidiary, the Group has a call option over the non-controlling interest representing 40%
ownership of MMS UAE. Incorporated in the valuation methodology referenced to in Note 21, the Group has applied
certain judgements and assumptions for the call option pricing. Those include judgements and assumptions over the
probability of renewing the sale of airtime contract between MBC FZ LLC and MMS UAE and the volatility on the
forecasted results used in the valuation model. Based on those above, the Group concluded that, as of 31 December
2022, the call option was valued at SAR 965 thousand (2021: SAR Nil). The Group will continue to reassess the
valuation whenever there are any changes in the facts and circumstances and at each reporting period.

Going concern

The Group management has made an assessment of the Group’s ability to continue as a going concern and is satisfied
that the Group has the resources to continue in business for the foreseeable future. Furthermore, the management is
not aware of any material uncertainties that may cast significant doubt upon the Group’s ability to continue as a going
concern. Therefore, the consolidated financial statements continue to be prepared on the going concern basis.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal calculation
is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or observable
market prices less incremental costs of disposing of the asset. The value in use calculation is based on a DCF model.
The cash flows are derived from the budget for the next five years and do not include restructuring activities that the
Group is not yet committed to or significant future investments that will enhance the performance of the assets of the
CGU being tested. The recoverable amount is sensitive to the discount rate used for the DCF model as well as the
expected future cash-inflows and the growth rate used for extrapolation purposes. These estimates are most relevant
to goodwill and other intangibles with indefinite useful lives recognised by the Group.

Taxes

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and the level of future taxable
profits, together with future tax planning strategies.
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29 COMMITMENTS AND CONTINGENCIES

At the reporting date, the Group has minimum spend contractual commitments as follows:

2022 2021 2020
SAR’000 SAR’000 SAR’000
Less than one year 1,151,813 964,798 625,245
Between two and five years 88,018 182,498 273,722
Total commitments 1,239,831 1,147,296 898,967

The above commitments include programmes agreements where the Group is committed to acquire the programme
inventory for the life of the respective programme.

30 SUBSEQUENT EVENTS

i)

Subsequent to year end, MBC Group Holdings Limited, the previous holding company, transferred its
shares to MBC Group, the new holding Company, which was formed pursuant to the reorganisation
after the end of reporting period. Refer Note 1 to the consolidated financial statements.

As explained in Note 1, on 20 September 2023 the General Assembly of the Company approved to
increase the share capital by SAR 2,992,000,000 at a par value of SAR 10 per share. The increase in
share capital was taken from the net equity attributable to the parent company as of 30 June 2023 which
represents the contribution from shareholders as a result of the reorganization.

Subsequent to year-end, one of the subsidiaries of the Company renewed the agreement with respect to
the short-term uncommitted revolving facility, which was originally obtained in April 2022 for the
purpose of financing the working capital requirements in accordance with the terms stipulated therein.

The maximum entitlement under the renewed facility agreement amounted to SAR 375,000 thousand
(USD 100,000 thousand), which carries a variable interest at 1.25% + Secured Overnight Financing
Rate (“SOFR”) on the date of drawdown
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