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In the name of Allah, The Beneficent, The Merciful

Sharia Supervisory Board Report on the activities of INOVEST Company B.5.C
For the twelve Months Period Ended 31 December 2021

All praise is due to Allah , Lord of the worlds, Prayers and Peace are upon the last messenger, our prophet
Mohammed, his family and companions.

To the Shareholders of INOVEST B.S.C “the Company”,

Acting as Sharia Supervisory Board “SSB” pursuant to the appointment resolution passed by the General
Assembly of the Company and SSB meeting on Monday 14 February 2022 in State of Kuwait, we are required
to provide the following report:

The SSB has reviewed the Company’s principles, contracts related transactions, and applications submitted by
the Company’s management for the twelve months period ended 31 December 2021, and based on the Sharia
auditor presentation of the Company’s activities for the abovementioned period, and comparing it with the
fatwa and rulings issued.

The Company’s management is responsible for ensuring that the Company conducts its business in accordance
with the Islamic Shari’a Rules and principles. It is our responsibility to form an independent opinion, based on
our review of the Company’s operations and to report to you.

We planned and performed our review so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the Company has not
violated Islamic Shari rules and principles.

In our opinion:

The contracts and transactions concluded by the Company during the Twelve months period ended 31 December
5021 that we have reviewed are in compliance with the Islamic Shari’a Rules and Principles.

Also, the SSB has approved the financial statements and concluded that it’s prepared in an acceptable form from
Islamic Sharia view. The respective report has been prepared based on the information provided by the

Company.

Prayers and Peace are upon the last messenger, our prophet Mohammed, his family and companions.

Shaikh Dr. Khalid Shuja'a Al-Otaibi ;@L

: i
Chairman =
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N, a o e
Shaikh Dr. Dawoud Salman Bin Essa et -y =
Vice-Chairman - <\

Shaikh Dr. Murad Bou Daia
Member




Chairman’s Report
For the year ended, 31t December 2021

In the name of Allah, Most Gracious, Most Merciful

On behalf of myself and the members of the Board of Directors, | am pleased to present the Group annual
report for the financial year ended on 31 of December 2021.

Overall Group Performance

Itis well noted that in the midst of challenges and difficult disruptions, the opportunity for change arises, both
on an individual and institutional level; it allows for internal assessment and external evaluation; it is in fact
an opportunity to set one’s course if not explore new directions. The COVID pandemic proved initially to be
a global disruption, however, it also proved an opportunity for INOVEST to take stock of its position, to
improve operationally and administratively, and to gear up for both the opportunities and quite likely the
challenges within the years to come. And so, we close on a second year of an unprecedented pandemic,
with INOVEST remaining on track, having evaluated, re-assessed, and prepared for a new cycle of
development and growth.

To delve on a more detailed level, despite the challenges that the world faced with the continued impact of
the COVID 19 pandemic, INOVEST was still able to deliver another profitable year. INOVEST delivered a
consolidated net profit attributable to parent shareholders of US$746 thousand, and a Basic and Diluted
Earnings Per Share of the parent company of US cents 0.25. The total operating income for 2021, stood at
US$ 5.57 million, a 38% decline from the US$ 8.99 million recorded in 2020, due in large to a decline in
revenues in the Group’s construction and the real estate investments; we see this as a repercussion of the
COVID 19 pandemic which throughout 2021 whittled away at both public and private construction project
flow, and saw in addition, the decline of occupancy in existing real estate projects. Having said this, the first
glimmers of revival are apparent, we witnessed this within our key subsidiary and contracting arm Tamcon
which received winning bids for substantial new developments, as disclosed below, as well as a gradual
improvement in occupancy within our real estate asset portfolio. Operating expenses also saw an
improvement, dropping by 17% as a result of Group-wide stringent controls. Accordingly, and based on the
positive developments detailed below, INOVEST's share price recorded new and record high levels of
performance, all of which ultimately pours into an increase in shareholder value.

As noted, INOVEST used much of this year to consistently take stock, to evaluate, to assess and to strengthen
its position where needed. Accordingly, across its investment portfolio, as well as administratively, several
milestone developments took place. First and foremost, INOVEST disclosed entry into a sizeable agreement
for the development of Dannat Resort via an agreement between First Gulf Real Estate Company (FGREC),
in which INOVEST is a major investor, and Sumou Holding, a Saudi based mega-developer. This agreement
will see the raw spaces of Dannat Resort dredged, reclaimed, and full infrastructural works developed as
well as sales and marketing of a real estate properties within a highly sought-after area. Ultimately, this
presents the starting point and markings of clear roadmap towards the Group’s exit from a major investment.
Within the company’s subsidiaries, Tamcon Contracting has staked an ever-growing position as a key local
contracting company having won tenders with a total value of over US$ 70 million, all of which cements the
strength of the Group position over the coming years. BIW Labour Accommodations have also seen
expansion, as the project furthered work on 6 new buildings, and on additional floors within the existing
properties, as well as the completion and introduction of a set of retail outlets concept to serve residents of
BIW LAC community. Within our storage and logistics investments, Takhzeen has maintained consistent
growth, proving the resilience of the sector within unprecedented times. This has compelled the Group to
assess the prospect of expansion within the country and beyond the boundaries of the Kingdom of Bahrain.
Within its newer investments, such as Advanced Projects Group Holding WLL, which is the only specialized
regional manufacturer of Wood Plastic Composite (WPC) products, the company witnessed 3-fold growth and
record sales reaching KD 1.3 million despite extraordinary market conditions and pandemic-driven
lockdowns. Accordingly, AIM has expanded its existing facility, and has further commissioned a new
manufacturing 13,000 sq ft plant. By all counts, we expect to see solid and organic growth continue within
this investment. The Group also successfully managed and closed a number of key legal and operational
issues which played a pivotal role in supporting the Group’s financial position as well as laying the
foundations for the next phase of growth and development.

Future Outlook

We are hopeful that the more serious business and societal challenges of the Covid pandemic are now well
accounted for, if not hopefully, behind us. Our focus and the way forward will be defined by three principles:
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resilience, reorganization, and renewal. These will be the underlying tone of our new strategic cycle at a
Group wide level, and of the sustainability and growth we expect as a result of its implementation. We look
forward to updating you on it, in due course. What we do know, and what will remain unchanged is that
INOVEST will stay true to and be guided by its mandate and principles of standing amongst the ranks of
leading investment organizations within the region.

In Closing

In my capacity as Chairman of INOVEST, and on behalf of my colleagues the members of the Board of
Directors, we take this opportunity to extend our appreciation and thanks to our shareholders, for their
ongoing support. Additionally, we thank our investors, partners, and all our stakeholders for their belief and
dedication; of particular reference are the Central Bank of Bahrain and Ministry of Industry, Commerce, and
Tourism for their consistent support. We would also like to recognize the executive team and all our staff
members within the Group who have performed exceptionally while adjusting to the disruption of their
working lives, and of normal life in general. We are grateful for the efforts of our team as a whole. We pray
to Almighty Allah to protect the Kingdom of Bahrain under the wise leadership of His Majesty King Hamad
bin Isa Al Khalifa and ask Almighty Allah to guide and support us and pave our way to achieving continued
success.

As part of the Group's commitment to maintaining transparency with our esteemed shareholders, we enclose
below the Board of Directors and executive management’s remuneration for the year ended December 31st,
2021.

Fixed remunerations

Name Remunerations Total allowance for Salaries | Others* Total
of the chairman attending Board and
and BOD committee meetings

First: Independent Directors:
1. Mohammad Al-Shalfan - 3,710 - - 3,710
2. Abdullah Al-Abduljader - 1,200 - - 1,200
3. Ausama Abdulrahim Al-Khaja - 1,800 - - 1,800
4. Mohamed Al Matook - 2,450 - - 2,450
5. Dr. Abdulaziz Al Dakheel - 3,045 - - 3,045
6. Dr.Omar Salem Al Mutawa™ 10,000 450 - - 10,450
7. Meshari Fuad Al Fozan ** 5,000 450 - - 5,450
8. Khaled Abdulaziz Al 5,000 450 - - 5,450
Ghanem™*
9. Meshal Yousef Al Zayed"” 5,000 450 - - 5,450
10. Bashar Naser Al Tuwaijri 5,000 450 - - 5,450
Second: Executive Directors:
1. Abdulaziz Asaad Al-Sanad - 3,290 - - 3,290
2. Mohammad Salah Al-Ayoub - 2,450 - - 2,450
3. Abdulrahman Al Nesef™* 5,000 450 - - 5,450
4. Yagoub Yousef Bandar ** 5,000 600 - - 5,600
Total 40,000 21,245 - - 61,245

Note: All amounts must be stated in Bahraini Dinars.
“It includes in-kind benefits — specific amount - remuneration for technical, administrative, and advisory works (if any).
“*Board of Directors whose Board membership term ended in 2021.

Executive management Total paid salaries Total paid Any other cash/ in kind Aggregate
and allowances remuneration remuneration for 2021 Amount
(Bonus)
Top 6 remunerations for 340,706 340,706
executives, including CEO* and
Senior Financial Officer™

Note: All amounts must be stated in Bahraini Dinars.

“The highest authority in the executive management of the company, the name may vary: (CEO, President, General Manager (GM),
Managing Director...etc)

“*The company's highest financial officer (CFO, Finance Director, ...etc)

On behalf of the Board of Directors,

Mohammed Hamed Al Shalfan
Chairman
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Inovest B.S.C. (the
"Company”) and its subsidiaries (together the "Group”), which compromise the consolidated
statement of financial position as at 31 December 2021, and the related consolidated statements
of income, cash flows, changes in owner's equity, and sources and uses of charity fund for the
year 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 2021, and the
consolidated results of the operations, its cash flows, changes in owner's equity and sources and
uses of charity fund for the year then ended in accordance with Financial Accounting Standards
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions ("AAOIFI").

In our opinion, the Group has also complied with the Islamic Shari'a Principles and Rules as
determined by the Shari'a Supervisory Board of the Group during the period under audit.

Basis for opinion

We conducted our audit in accordance with Auditing Standards for Islamic Financial Institutions
issued by AAOIFI. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section in our
report. We are independent of the Group in accordance with the AAOIFI's Code of Ethics for
Accountants and Auditors of Islamic Financial Institutions, 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.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements for the year ended 31 December 2021.
These matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material judgment of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.

(continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Key audit matters (continued)

1. Allowance for expected credit losses

Refer to notes 3,4,5& 6

Key audit matter / risk

How the key audit matter was addressed in
the audit

The Group’s gross receivables as of 31
December 2021 amounts to US$ 43.88 million
and the related allowance for expected credit
losses amounts to US$ 23.47 million.

The Group applied the simplified approach to
measuring Expected Credit Losses (ECL) on
receivables as allowed by FAS 30. The
determination of the ECL allowance for
receivables involves  estimates and
assumptions in relation to loss rates based on
past history of defaults, existing market
conditions, segmentation of customers based
on credit characteristics as well as forward
looking estimates.

Due to the significance of receivables and
subjectivity involved in the determination of
ECL, this is considered as a key audit matter.

Our audit procedures included, among others:
Testing the accuracy of ageing of receivables.
Assessing the appropriateness of

segmentation of receivables of customers
based on credit characteristics.

Assessing the Group’s ECL allowance
process including reasonableness of the
inputs used.

Assessing the adequacy of the disclosures in
relation to receivables and allowance for
ECL.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.

(continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Key audit matters (continued)

2. Valuation of Investments

Refer to notes 3,4,7,8& 9

Key audit matter / risk

How the key audit matter was addressed in
the audit

The Groups investments comprise of:

i) Equity-type instruments at fair value through
equity ("FVTE");

i) Investments in real estate; and

iii) Investment in joint venture and associates

The above investments represent 77% of the
Group's total assets. The valuation of
investments involves complex accounting
requirements, including assumptions,
estimates and judgements underlying the
determination of fair values.

The Covid-19 pandemic is expected to impact
the valuations of investments. The
assumptions about the economic outlook are
more uncertain which increases the level of
judgement required by the Group in
calculating the fair values, and the associated
audit risk.

Our audit procedures included, among others,
the following:

Understanding the process of valuations of
investments for the purpose of assessing
changes in fair value of investments or
impairment assessment.

Obtaining independent external valuation
reports and assessing the appropriateness of
the valuation methods and assumptions taken
by the valuers.

Involved internal valuation specialists to
evaluate the valuations performed for a
sample of investments.

We assessed the adequacy of the Group's
disclosures in relation to these investments by
reference to the requirements of the relevant
accounting standards.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.
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Report on the Audit of the Consolidated Financial Statements (continued)

Other information included in the Group's 2021 Board of Director's Report

Other information consists of the information included in the Chairman's statement and the
Shari'a Supervisory Board report, other than the consolidated financial statements and our
auditor's report thereon. The Board of Directors is responsible for the other information.

Our opinion on the consolidated financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

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

Responsibilities of the Board of Directors for the consolidated financial statements
These consolidated financial statements and the Group's undertaking to operate in accordance
with Islamic Shari’ah Rules and Principles are the responsibility of the Group's Board of Directors.

The Board of Directors is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with AAOIFI and for such internal control as the Board of
Directors 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.

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 AAOIFI 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.
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Report on the Audit of the Consolidated Financial Statements (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements (continued)

As part of an audit in accordance with AAOIFI, we exercise professional judgment and maintain

professional skepticism throughout the audit. We also:

- 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.

We communicate with those charged with governance 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.



