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1  CORPORATE INFORMATION 

 

Middle East Company for Manufacturing and Producing Paper (“MEPCO” or the “Company”) and its subsidiaries 

(collectively the “Group”) are engaged in production and sale of container board and industrial paper. MEPCO is a Saudi Joint 

Stock Company incorporated and operating in the Kingdom of Saudi Arabia. 

 

The Company obtained its Commercial Registration No. 4030131516 on 3 Rajab 1421H (corresponding to 30 September 

2000). During the year 2012, the legal status of the Company converted from a limited liability company into a Saudi Closed 

Joint Stock Company. The Ministry of Commerce approved the conversion of the Company to a Saudi Closed Joint Stock 

Company by Ministerial Decision No. 44 dated 14 Safar 1433H (corresponding to 8 January 2012). The Company’s 

application for its initial public offering was accepted by the Capital Market Authority (CMA) on 25 Jumada I 1436H 

(corresponding to 16 March 2015). The Company was converted to Saudi Joint Stock Company on 14 Rajab 1436H 

(corresponding to 3 May 2015). 

 

At 30 September 2020, the Company had investments in the following subsidiaries: 

 

Subsidiary name 

Country of 

incorporation Principal business activity 

Effective 

Ownership interest 

    

Waste Collection and Recycling 

Company Limited (“WASCO”) Saudi Arabia 

Whole and retail sales of paper, 

carton and plastic waste 100%  

Special Achievements Company 

Limited (“SACO”) Saudi Arabia 

Whole and retail sales of used 

papers, carton and plastic products 100% 

 

During 2018, the Company had started the process to transfer the 3% shareholding of WASCO and SACO in each other to 

the Company. The transfer of SACO’s 3% shareholding in WASCO to the Company was completed during 2018. However, 

the legal formalities for the transfer of WASCO’s 3% shareholding in SACO to the Company are under process as at the date 

of the issuance of these interim condensed consolidated financial statements. 

 

2  BASIS OF PREPARATION 

 

2.1 Statement of compliance 

The interim condensed consolidated financial statements for the nine months period ended 30 September 2020 have been 

prepared in accordance with International Accounting Standard 34 - Interim Financial Reporting (“IAS 34”) as endorsed in 

the Kingdom of Saudi Arabia as well as other standards and pronouncements that are endorsed by Saudi Organization for 

Certified Public Accountants (“SOCPA”). 

 

The interim condensed consolidated financial statements do not include all the information and disclosures required in the 

annual consolidated financial statements and should be read in conjunction with the Group’s annual consolidated financial 

statements for the year ended 31 December 2019 (see also note 2.4). 

 

2.2 Basis of measurement 

 

 These interim condensed consolidated financial statements are prepared under the historical cost convention, except for 

derivative financial instruments and investment at fair value through profit or loss which are measured at fair value. For 

defined benefit obligations, actuarial present value calculations are used.  

 

2.3 Functional and presentation currency 

 

 These interim condensed consolidated financial statements are presented in Saudi Riyals (SR), which is the Group’s    

functional and presentation currency. 
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2 BASIS OF PREPARATION (continued) 
 
2.4 Significant accounting judgements, estimates and assumptions  
 
The preparation of the Group’s interim condensed consolidated financial statements requires management to make judgments, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets, liabilities and accompanying 
disclosures.  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 period, were disclosed in annual consolidated financial statements for the year ended 31 December 2019.  
  
In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) as a pandemic 
which continues to spread throughout the globe including Saudi Arabia. During the period ended 30 September 2020, the 
Saudi Arabian government took many initiatives to contain the spread of virus which included restrictions on travel, gathering 
of people and enactment of curfew timings. This resulted in many non-essential businesses to close until further notice. The 
industry of packaging material is considered as an essential industry by the regulatory authorities and accordingly, the Group 
was permitted to operate under the normal course of business and its employees to attend the offices after taking precautionary 
measures in accordance with rules laid down by regulatory authorities. Considering these factors, the Company’s management 
carried out an impact assessment on the overall Company’s operations and business aspects including factors like dealing with 
customers, seamless products delivery processes, collections protocols, uninterrupted material supply, strong working capital 
projections, etc. and concluded that, as at the issuance date of these interim condensed consolidated financial statements, the 
Group did not have significant adverse impact on its operations and businesses due to COVID-19 and no significant changes 
are required to the judgements, assumptions and key estimates. However, in the view of the current uncertainty, any future 
change in the assumptions and estimates could result in outcomes that could require a material adjustment to the carrying 
amounts of the assets or liabilities affected in the future periods. As the situation is rapidly evolving with future uncertainties, 
management will continue to assess the impact based on prospective developments. 
 

3 NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE GROUP 
 

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are consistent 
with those followed in the preparation of the Group’s annual consolidated financial statements for the year ended 31 December 
2019, except for the adoption of new standards effective as of 1 January 2020. The Group has not early adopted any standard, 
interpretation or amendment that has been issued but is not yet effective. Several amendments and interpretations apply for 
the first time in 2020, but do not have an impact on the interim condensed consolidated financial statements of the Group. 
 
Amendments to IFRS 3: Definition of a Business 
The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of activities and assets must include, at 
a minimum, an input and a substantive process that together significantly contribute to the ability to create output. Furthermore, 
it clarified that a business can exist without including all of the inputs and processes needed to create outputs. These 
amendments had no impact on the interim condensed consolidated financial statements of the Group, but may impact future 
periods should the Group enter into any business combinations. 
 
Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform 
The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide a number of reliefs, 
which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A hedging relationship 
is affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-based cash flows of the 
hedged item or the hedging instrument. These amendments had no impact on the interim condensed consolidated financial 
statements of the Group as all of its LIBOR based borrowings will be paid before or during the year 2021. 
 
Amendments to IAS 1 and IAS 8: Definition of Material 
The amendments provide a new definition of material that states “information is material if omitting, misstating or obscuring  
it could reasonably be expected to influence decisions that the primary users of general purpose financial statements make on 
the basis of those financial statements, which provide financial information about a specific reporting entity.” The amendments 
clarify that materiality will depend on the nature or magnitude of information, either individually or in combination with other 
information, in the context of the financial statements. A misstatement of information is material if it could reasonably be 
expected to influence decisions made by the primary users. These amendments had no impact on the interim condensed 
consolidated financial statements of, nor is there expected to be any future impact to the Group.
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3 NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE GROUP (continued) 

 

Conceptual Framework for Financial Reporting issued on 29 March 2018 

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or requirements 

in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing standards, to help preparers 

develop consistent accounting policies where there is no applicable standard in place and to assist all parties to understand 

and interpret the standards. The revised Conceptual Framework includes some new concepts, provides updated definitions 

and recognition criteria for assets and liabilities and clarifies some important concepts. These amendments had no impact on 

the interim condensed consolidated financial statements of the Group. 

 

4 SEGMENT INFORMATION 

 

The Group has two operating and reportable segments, as described below, which are the Group’s strategic business units. 

The strategic business units offer different products and services and are managed separately because they require different 

marketing strategies. For each of the strategic business units, the Group’s top management reviews internal management 

reports on at least a quarterly basis. The following summary describes the operations in each of the Group’s reportable 

segments: 

 

• Manufacturing segment represents manufacturing of container board and industrial paper.  

• Trading segment represents wholesale and retail sales of paper, carton and plastic waste. 

 

Segment results that are reported to the top management (Chairman Board of Directors, Chief Executive Officer (CEO), Chief 

Operating Officer (COO) and Chief Financial Officer (CFO)) include items directly attributable to a segment as well as those 

that can be allocated on a reasonable basis. 

 

Information regarding the results of each reportable segment is included below. Performance is measured based on segment 

revenues and profit (loss) before zakat, as included in the internal management reports that are reviewed by the top 

management. The following table presents segment information for the three month and nine-month periods ended 30 

September 2020: 

 

 Manufacturing Trading Elimination Total 

Results for the nine-month period ended 

30 September 2020 (Unaudited) 
    

Revenues 525,187,846 137,206,297 (127,426,694) 534,967,449 

External revenues 525,187,846 9,779,603 - 534,967,449 

Segment profit / (loss) before zakat 16,583,253 (19,404,558) 19,407,137 16,585,832 

Finance costs 13,241,950 1,222,179 - 14,464,129 

Depreciation and amortization 70,736,060 8,689,815 - 79,425,875 

     

Results for the three-month period 

ended 30 September 2020 (Unaudited) 
    

Revenues 163,837,881 51,270,363 (47,628,094) 167,480,150 

External revenues 163,837,881 3,642,269 - 167,480,150 

Segment profit / (loss) before zakat 382,906 (4,877,782) 4,877,782 382,906 

Finance costs 3,773,565 389,837 - 4,163,402 

Depreciation and amortization 23,817,880 2,840,407 - 26,658,287 

     

Results for the nine-month period ended 

30 September 2019 (Unaudited) 
    

Revenues 520,892,101 183,186,455 (165,481,305) 538,597,251 

External revenues 520,892,101 17,705,150 - 538,597,251 

Segment profit before zakat 3,799,590 2,842,035 (2,715,776) 3,925,849 

Finance costs 18,882,233 504,106 - 19,386,339 

Depreciation and amortization 60,752,232 10,710,747 - 71,462,979 
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4 SEGMENT INFORMATION (continued) 

 

 Manufacturing Trading Elimination Total 

Results for the three-month period 

ended 30 September 2019 (Unaudited) 
    

Revenues 174,700,784 50,163,668 (44,197,344) 180,667,108 

External revenues 174,700,784 5,966,324 - 180,667,108 

Segment profit before zakat 1,029,894 (3,589,444) 3,589,445 1,029,895 

Finance costs 6,293,253 183,657 - 6,476,910 

Depreciation and amortization 20,547,097 3,214,720 - 23,761,817 

     

As at 30 September 2020 (Unaudited)     

Total assets 1,501,724,517 141,341,195 (50,534,358) 1,592,531,354 

Total liabilities 754,399,235 105,481,200 (14,674,363) 845,206,072 

     

As at 31 December 2019 (Audited)     

Total assets  1,491,338,540  152,386,456  (66,914,242)  1,576,810,754  

Total liabilities 759,960,325  97,119,324  (11,647,110)  845,432,539  

 

The Group makes sales in local and foreign markets in Middle East, Africa, Asia and Europe. Export sales during the three-

month and nine-month periods ended 30 September 2020 amounted to SR 63.1 million and SR 215.6 million, respectively 

(three-month and nine-month periods ended 30 September 2019: SR 94.3 million and SR 281.7 million, respectively). Local 

external sales in Kingdom of Saudi Arabia, during the three-month and nine-month periods ended 30 September 2020 

amounted to SR 104.4 million and SR 319.3 million, respectively (three-month and nine-month periods ended 30 September 

2019: SR 86.4 million and SR 256.9 million, respectively). 
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5 PROPERTY, PLANT AND EQUIPMENT  

 Land 
Buildings and 

mobile cabinets 
Machinery and 

equipment 
Furniture and 

fixtures Motor vehicles 
Capital work-in-

progress Total 
At 1 January 2020        

Cost 98,020,400 180,737,745 1,453,215,142 30,568,762 47,538,278 106,808,744 1,916,889,071 
Accumulated depreciation - (58,231,913) (735,827,868) (27,002,080) (38,942,766) - (860,004,627) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 
Net book value (Audited) 98,020,400 122,505,832 717,387,274 3,566,682 8,595,512 106,808,744 1,056,884,444 

 ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ 
Nine-month period ended 30 September 
2020        
Opening net book value 98,020,400 122,505,832 717,387,274 3,566,682 8,595,512 106,808,744 1,056,884,444 

Additions  79,952,744 1,427,364 11,276,222 1,367,974 1,690,420 45,711,394 141,426,118 
Transfers        

- Cost - 1,220,615 20,622,423 - - (21,843,038) - 
Disposals        

- Cost - - (414,868) - (3,210,281) - (3,625,149) 
- Accumulated depreciation - - 159,476 - 3,193,590 - 3,353,066 

Remeasurement (note 5.2) (7,747,341) - - - - - (7,747,341) 
Depreciation charge - (4,430,079) (66,242,191) (1,055,295) (1,600,874) - (73,328,439) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 

Closing net book value as at 30 
September 2020 170,225,803 120,723,732 682,788,336 3,879,361 8,668,367 130,677,100 1,116,962,699 

 
═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ 

At 30 September 2020        
Cost 170,225,803 183,385,724 1,484,698,919 31,936,736 46,018,417 130,677,100 2,046,942,699 
Accumulated depreciation - (62,661,992) (801,910,583) (28,057,375) (37,350,050) - (929,980,000) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 

Net book value (Unaudited) 170,225,803 120,723,732 682,788,336 3,879,361 8,668,367 130,677,100 1,116,962,699 
 ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ 
 
5.1 During the nine-month period ended 30 September 2020, finance costs amounting to SR 2.2 million were capitalized as part of property, plant and equipment (year ended 31 

December 2019: SR 2.5 million).   
 
5.2 During the nine-month period ended 30 September 2020, the Company acquired a plot of land having cash value amounting to SR 78,952,744 under a deferred payments 

arrangement with a total purchase price of SR 83,177,640 over the payment term. The title of this plot of land would be transferred by the seller to the Company after payment 
of the last installment due on 31 March 2029. Later the Company re-negotiate with the seller on cash value and payment terms and accordingly the revised cash value is SR 
71,205,403 and total purchase price of SR 74,859,876 payable in unequal annual instalments ending on 31 July 2027 (note 9). 

 
5.3 Capital work-in-progress as at 30 September 2020 includes costs incurred related to the ongoing projects for plant and machinery. The projects are expected to be completed 

during the third quarter of 2021. Refer to note 13 for capital commitments. 
 
5.4 All land, buildings and mobile cabinets, machinery, equipment, furniture and fixtures relating to the Company are pledged as collateral to Saudi Industrial Development Fund 

(SIDF) as a first-degree pledge (note 7). 
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6 RIGHT OF USE ASSETS 
 

 Leased Land Buildings  Total 

At 1 January 2020    

Cost 47,168,541 3,157,027 50,325,568 

Accumulated depreciation (5,320,806) (1,691,761) (7,012,567) 

 ───────── ───────── ───────── 

Net book value (Audited) 41,847,735 1,465,266 43,313,001 

 ═════════ ═════════ ═════════ 

Nine-month period ended 30 September 2020    

Opening net book value 41,847,735 1,465,266 43,313,001 

Additions 231,079 1,166,340 1,397,419 

Remeasurement    

- Cost 628,402 251,159 879,561 

- Accumulated depreciation (809,855) 364,703 (445,152) 

Depreciation charge (4,317,225) (825,510) (5,142,735) 

 ───────── ───────── ───────── 

Closing net book value as at 30 September 2020 37,580,136 2,421,958 40,002,094 

 ═════════ ═════════ ═════════ 

At 30 September 2020    

Cost 48,028,022 4,574,526 52,602,548 

Accumulated depreciation (10,447,886) (2,152,568) (12,600,454) 

 ───────── ───────── ───────── 

Net book value (Unaudited) 37,580,136 2,421,958 40,002,094 

 ═════════ ═════════ ═════════ 

 
7 LONG-TERM BORROWINGS 

 

 

30 September  
2020 

(Unaudited) 

31 December 
2019 

(Audited) 

   

   Saudi Industrial Development Fund (“SIDF”) 72,952,978 72,251,125  

   Islamic banking facilities (“Tawarruq”) 426,674,720 412,284,210  

 ───────── ───────── 

   Long-term borrowings  499,627,698 484,535,335  

   Less: current portion shown under current liabilities (197,288,933) (141,617,251)  

 ───────── ───────── 

   Long term borrowings shown under non-current liabilities   302,338,765 342,918,084  

 ═════════ ═════════ 

 
(a) The Company signed a loan agreement with SIDF amounting to SR 124.7 million in 2013 to finance the construction 

of manufacturing facilities. This loan was fully utilized as at 31 December 2017. The loan is repayable in unequal 
semi-annual instalments up to March 2022. 

  
Upfront fees were deducted at the time of receipt of the loans. These fees are amortised over the periods of respective 
loans. The loans bear a follow up fee to be paid on periodic basis. Under the terms of the SIDF loan agreement, the 
Company’s property, plant and equipment are pledged as collateral to SIDF. 

   
(b) The Company has also obtained long-term credit facilities from commercial banks. These loans bear financial 
 charges based on prevailing market rates in Kingdom of Saudi Arabia and United Kingdom (“LIBOR”).  

   
 Upfront fees were deducted at the time of receipt of loans from commercial banks, which are amortised over the 
 period of the respective loans. These loans are repayable up to the year 2025. 
 

The above loans and facilities include certain financial covenants which require the Company to maintain certain 
levels of current and leverage ratios and certain restriction on dividend distribution and also notify the bank of any 
breach or probable breach immediately. The Company has met compliance requirements of debt covenants for most 
banks as at 30 September 2020.
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8 LEASE LIABILITIES 

 

Movement in lease liabilities is summarized as follows: 

 

30 September  
2020 

(Unaudited) 

31 December  
2019 

(Audited) 

   

At the beginning of the period/year 43,353,090 49,981,515 

Additions 1,397,419 - 
Remeasurement 956,940 (150,000) 

Accretion of interest 1,240,429 707,275 

Payments (2,372,720) (7,185,700) 

 ───────── ───────── 

At the end of the period/year 44,575,158 43,353,090 

 ═════════ ═════════ 

 

The scheduled maturities of the lease liabilities as at period ended 30 September 2020 are as follows: 

 

 
Principal  

amount 

 

Interest 

Net lease 

liabilities 

    

Current portion 11,769,114 (1,386,862) 10,382,252 

Non-current portion 38,606,134 (4,413,228) 34,192,906 

 ───────── ───────── ───────── 

 50,375,248 (5,800,090) 44,575,158 

 ═════════ ═════════ ═════════ 

 
9 OTHER FINANCIAL LIABILITY 

 

During the nine-month period ended 30 September 2020, the Company has signed an agreement with Emaar, the Economy 

City for purchase of a plot of land amounting to SR 83,177,640 under deferred payments arrangement for its future expansion 

projects. The Company is required to pay 20% of the liability in advance and remaining liability in unequal annual instalments 

ending on 31 March 2029. 

 

Later the Company re-negotiate with the seller on cash value and payment terms and accordingly the revised cash value is 

SR 71,205,403 and total purchase price of SR 74,859,876 payable in unequal annual instalments ending on July 31, 2027. 

 

The discounted liability related to land purchase arrangements is as follows: 

 

 

30 September  
2020 

(Unaudited) 

  

Total liability 46,719,502 

Less: current portion shown under current liabilities 6,661,622 

 ───────── 

Long term liability shown under non-current liabilities   40,057,880 

 ═════════ 

 

The scheduled maturities of the liability related to land purchase arrangements as at period ended 30 September 2020 are as 

follows: 

 
Gross  

amount 

Discounting 

impact 

Net  

liability 

    

Current portion 7,485,988 (824,366) 6,661,622 

Non-current portion 42,420,596 (2,362,716) 40,057,880 

 ───────── ───────── ───────── 

 49,906,584 (3,187,082) 46,719,502 

 ═════════ ═════════ ═════════ 
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10 ZAKAT 

 

10.1  Components of zakat base 

 

The Company and its subsidiaries file separate zakat declarations which are filed on an unconsolidated basis. The significant 

components of the zakat base of each company under zakat and income tax regulations are principally comprised of 

shareholder’s equity, provisions at the beginning of the year, long-term borrowings and adjusted net income, less deductions 

for the adjusted net book value of property, plant and equipment and certain other items. 
 
10.2 Provision for zakat 
 

 

30 September  
2020 

(Unaudited) 

31 December  
2019 

(Audited) 
   

   At the beginning of the period/year 1,437,193 4,020,197 

   Provisions   

- Provision for the current period/year 815,375 1,437,193 

- Adjustment related to prior years (176,610) (527,404) 

   Payments (1,260,583) (3,492,793) 

 ───────── ───────── 

   At the end of the period/year 815,375 1,437,193 

 ═════════ ═════════ 

 

10.3  Status of assessments 
 
The zakat assessments of the Group are finalized for the years through 31 December 2008.  
 

During 2016, the Company received additional zakat assessments amounting to SR 16.54 million for the years 2009 to 2012. 

The Company has settled an amount of SR 0.04 million on the non-objected items and submitted an objection against the 

remaining balance amount. During 2019, the GAZT has issued a revised assessment reducing the additional assessment 

amount to SR 6.83 million. The Company has settled SR 1.2 million and submitted the objection against the remaining revised 

assessment. Management believes that the ultimate outcome of this matter will not result in any material additional liability 

to the Company. The zakat declarations of the Company for the years 2013 to 2019 are filed with the GAZT and unrestricted 

zakat certificates have been obtained till 30 April 2021. During July 2020, the GAZT has issued an assessment for the year 

2014, without any additional claim on zakat. 

 

The zakat declarations of WASCO and SACO for the years 2009 to 2019 are currently under review by the GAZT and 

unrestricted zakat certificates have been obtained till 30 April 2021. 

 
11 EARNINGS PER SHARE  

 

The Group presents basic and diluted earnings per share (EPS) for its ordinary shares. Basic EPS is calculated by dividing 

the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares 

outstanding during the period. 

 

 Three-month period ended  Nine-month period ended 

 

30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 

 30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 
      

Net profit / (loss) attributable to owners of the 

Company 

 

382,906 

 

858,446 

  

15,947,067 

 

2,613,375 

 ═════════ ═════════  ═════════ ═════════ 

Weighted average number of shares 49,700,000 49,700,000  49,700,000 49,700,000 

 ═════════ ═════════  ═════════ ═════════ 

Basic and diluted earnings per share (SR per share) 0.01 0.02  0.32 0.05 

 ═════════ ═════════  ═════════ ═════════ 
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12 FAIR VALUE OF ASSETS AND LIABILITIES 

 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to 

sell the asset or transfer the liability takes place either: 

 

• In the principal market for the asset or liability; or  

• In the absence of a principal market, in the most advantageous market for the asset or liability.  

 

The principal or the most advantageous market must be accessible by the Group. 

 

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing 

the asset or liability, assuming that market participants act in their economic best interest. A fair value measurement of a non-

financial asset takes into account a market participant's ability to generate economic benefits by using the asset in its highest 

and best use or by selling it to another market participant that would use the asset in its highest and best use. 

 

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to 

measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs. 

 

All financial instruments for which fair value is recognised or disclosed are categorized within the fair value hierarchy, based 

on the lowest level input that is significant to the fair value measurement as a whole, as follows: 

  

• Level 1: quoted (unadjusted) market prices in active markets for identical assets or liabilities. 

 

• Level 2: valuation techniques for which the lowest level input that is significant to the fair value measurement is directly 

or indirectly observable. 

 

• Level 3: valuation techniques for which the lowest level input that is significant to the fair value measurement is 

unobservable. 

  

If the inputs used to measure the fair value of an asset or liability falls into different levels of the fair value hierarchy, then 

the fair value measurement is categorized in its entirety in the same level of the fair value hierarchy as the lowest input level 

that is significant to the entire measurement. 

 

The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period during which the 

change has occurred. The management assessed that the fair value of cash and cash equivalents, trade and other receivables. 

Short-term borrowings and trade payables approximate their carrying amounts largely due to the short-term maturities of 

these instruments. 

 

The Group fair values the derivative financial instruments and investment at fair value through profit or loss. The fair value 

of derivative financial instruments is calculated as the present value of the estimated future cash flows based on observable 

yield curves. The fair value of investment at fair value through profit or loss is based on the net asset value communicated 

by the fund manager. 

 

The fair values under Level 2 were as follows: 

 

 
30 September  

2020 
31 December  

2019 

Level 2   

Derivative financial instruments – Negative fair value (724,429) (240,041) 

 ═════════ ═════════ 

Investment at fair value through profit or loss 51,517 39,434 

 ═════════ ═════════ 

 

During the nine-month periods ended 30 September 2020 and 30 September 2019, there were no movements between the 

levels. 
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13 CONTINGENCIES AND COMMITMENTS  

 

(a) As at 30 September 2020, the Group had outstanding letters of credit amounting to SR 0.65 million (31 December 

2019: SR 2.77 million) and letters of guarantee amounting to SR 6.12 million (31 December 2019: SR 2.71 million) 

that were issued in the normal course of the business. 

 

(b) The capital expenditure contracted by the Group but not incurred till 30 September 2020 was approximately SR 

19.8 million (31 December 2019: SR 33.8 million). 
 

14 RELATED PARTY TRANSACTIONS AND BALANCES 
 

14.1 Key management compensation 
 

Compensation for key management is as follows: 
 

 Three-month period ended  Nine-month period ended 

 

30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 

 30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 
      

Short term benefits 2,566,060 2,316,329  8,201,845 8,384,589 

Post-employment benefits 56,700 73,229  170,100 212,607 

Termination benefits 115,058 154,428  386,232 462,401 

 ═════════ ═════════  ═════════ ═════════ 

 2,737,818 2,543,986  8,758,177 9,059,597 

 ═════════ ═════════  ═════════ ═════════ 
 
Compensation to key management personnel includes salaries, and contributions to post-employment defined benefit plan. 
 

14.2    Related party transactions 
 
Significant transactions with related parties in the ordinary course of business included in the condensed consolidated interim 

financial information is summarized below: 
 

   Three-month period ended Nine-month period ended 

Related party 
Description of 

transaction 
Relationship 

30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 

30 September  
2020 

(Unaudited) 

30 September  
2019 

(Unaudited) 
       

Directors 
Directors’ 

remuneration Directors 

 

629,586 

 

368,705 

 

1,893,514 

 

1,966,251 
 

14.3    Related party balances 
 
Significant due from/(to) balances with related parties are summarized below: 
  

 
30 September  

2020 

31 December  

2019 

   

Accrued directors’ remuneration (1,730,420) (7,000) 

Advances to key management personnel 536,653 626,515 
 

15 DIVIDENDS 
 
During March 2019, the Company has distributed a dividend based on General Assembly authorization to the Board of 

Directors for the second half of the financial year ended 31 December 2018 of SR 0.50 per share aggregating to SR 25 

million. Accordingly, the dividend was paid in March 2019. No such dividend is declared yet in 2020. 
 

16 AUTHORISATION OF FINANCIAL STATEMENTS 
 
This interim condensed consolidated financial statement was authorized for issue by the Company's Board of Directors on 

10 Rabi I 1442H (corresponding to 27 October 2020G). 


