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1. CORPORATE INFORMATION        

Saudi Paper Manufacturing Company (the “Company”) and its subsidiaries (collectively referred to as the 

“Group”) consist of the Company and its various Saudi Arabian and foreign subsidiaries. The Group is 

principally engaged in manufacturing of tissue paper rolls, converting tissue paper rolls into facial, kitchen and 

toilet tissue papers and collecting, sorting, transporting and pressing waste papers. 

 

The Company is a Joint Stock Company, registered in the Kingdom of Saudi Arabia and operating under 

commercial registration No. 2050028141 issued in Dammam on 10 Muharram 1415 H (June 20, 1994). The 

registered address of the Company is P.O. Box 2598, Unit number 2, Dammam 34326-7169, the Kingdom of 

Saudi Arabia. 

 

Following is the list of subsidiaries included in the Group: 

 

Subsidiary     

Country of 

incorporation   

 

Ownership percentage  

  
 March 31 

2017 

 December 31 

2016 

     

Saudi Recycling Company Saudi Arabia  100% 100% 

Saudi Paper Converting Company Saudi Arabia  100% 100% 

Saudi Investment and Industrial Development 

Company 
Saudi Arabia 

 100% 100% 

Al Madar Paper Trading (Al Madar) United Arab Emirates 100% 100% 

Morocco Paper Converting Company Morocco  100% 100% 

Al Madar Paper Trading  Morocco  100% 100% 

Al Madar Paper Trading   Jordon   100% 100% 

Saudi Paper Converting Company Jordon Jordon  100% 100% 

Al Madar Paper  Algeria  100% 100% 

Premier Paper Converting Company Turkey  100% 100% 

Al - Juthoor Paper Tissue Plant (Al - Juthoor) Kuwait  85% 85% 

      

2. BASIS OF PREPARATION 

(a) Statement of compliance 

These condensed interim consolidated financial statements have been prepared in accordance with IAS 34 - 

Interim Financial Reporting as endorsed in Kingdom of Saudi Arabia and other standards and pronouncements 

issued by Saudi Organization for Certified Public Accountants (“SOCPA”). These are the Group’s first 

condensed interim consolidated financial statements prepared under International Financial Reporting 

Standards (IFRS) and therefore certain provisions of IFRS 1 have also been applied. These condensed interim 

consolidated financial statements do not include all of information required for full set of annual Financial 

Statements prepared under IFRS. 

 

The impacts of transition to IFRS on the reported financial position, financial performance and cash flows of 

the Group for the comparative periods presented are provided in note 11.This note includes reconciliations of 

equity and total comprehensive income for comparative periods and of equity at the date of transition reported 

under previously issued accounting standards by SOCPA in Kingdom of Saudi Arabia to the amounts reported 

for those periods and at the date of transition to IFRS (i.e. January 01, 2016). 
 

(b) Basis of measurement 

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

except for the obligation under employees’ end of service benefits, which are measured at present value, and 

certain financial instruments that are measured at fair value.  
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(c) Functional and presentation currency 

These condensed interim consolidated financial statements are presented in Saudi Riyal (SR), which is the 

Group’s functional and presentation currency. 
 

(d) Use of judgments and estimates  

In preparing these condensed interim consolidated financial statements, management has made judgements, 

estimates and assumptions that affect the application of the Group’s accounting policy and the reported 

amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.  

 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are 

recognized prospectively. 

 

A. Judgements 

Information about judgements made in applying accounting policies that have the most significant effects on 

the amounts recognized in the condensed interim consolidated financial statements are as follows: 

– determination of depreciation method for property, plant and equipment; 

– consolidation: whether the Group has de facto control over an investee;  

–  classification of associates;  

– determination of reportable operating segments; 

– classification of investments,and; 

– expenses: management judgements in allocating common expenses for each function. 

 

B. Assumptions and estimation uncertainties 

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a 

material adjustment in the quarter ended March 31, 2017 are as follows: 

– provision for doubtful debts; 

– net realizable value of inventory; 

–  Useful life of property plant and equipment; 

–  Useful life of intangibles; 

–  recognition and measurement of provisions and contingencies: key assumptions about the likelihood and 

magnitude of an outflow of resources. 

– measurement of fair value of financial instruments; 

–  measurement of defined benefit obligations: key actuarial assumptions; 

–  impairment of non-curent assets; and 

–  Provision for zakat and income tax 

 

3. SIGNIFICANT ACCOUNTING POLICIES 

The Group has consistently applied the following accounting policies to all periods presented in these 

condensed interim consolidated financial statements and in preparing the opening IFRS statement of financial 

position at January 01, 2016 for the purposes of transition to IFRSs. 

 

a) Basis of consolidation 

I. Business combination 

The Group accounts for business combinations using the acquisition method when control is transferred to the 

Group. The consideration transferred in the acquisition is generally measured at fair value, as are the 

identifiable net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain on a 

bargain purchase is recognized in interim consolidated profit or loss immediately. Transaction costs are 

expensed as incurred, except if related to the issue of debt or equity securities.  
 

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. 

Such amounts are generally recognized in interim consolidated profit or loss. 
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II. Subsidiaries 

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has 

rights to, variable returns from its involvement with the entity and has the ability to affect those returns through 

its power over the entity. The financial statements of subsidiaries are included in the consolidated financial 

statements from the date on which control commences until the date on which control ceases. 
 

III. Non-controlling interests 

Non-Controlling Interests (NCI) are measured at their proportionate share of the acquiree’s identifiable net 

assets at the date of acquisition. 
 
Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity 

transactions. 
 

IV. Loss of control 

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and 

any related NCI and other components of equity. Any resulting gain or loss is recognized in interim 

consolidated profit or loss. Any interest retained in the former subsidiary is measured at fair value when 

control is lost. 
 

V. Interests in equity accounted investees 

The Group’s interests in equity-accounted investees comprise interests in associates. 
 
Associates are those entities in which the Group has significant influence, but not control or joint control, over 

the financial and operating policies.  
 
Interests in associates are accounted for using the equity method. They are initially recognized at cost, which 

includes transaction costs. Subsequent to initial recognition, includes the Group’s share of the profit or loss and 

Other Comprehensive Income (OCI) of equity accounted investees, until the date on which significant 

influence ceases. 

 

VI. Transactions eliminated on consolidation 

Intra-group balances and transactions, and any unrealized gain and losses arising from intra-group transactions, 

are eliminated. Unrealized gains arising from transactions with equity accounted investees are eliminated 

against the investment to the extent of the Group’s interest in the investee. Unrealized losses are eliminated in 

the same way as unrealized gains, but only to the extent that there is no evidence of impairment. 

 

b) Property, plant and equipment 

i. Recognition and measurement 

Items of property, plant and equipment except Capital Work in Progress (CWIP) and land are measured at cost 

less accumulated depreciation and any accumulated impairment losses. CWIP and land are carried at cost less 

impairment losses if any. 

 

If significant parts of an item of property, plant and equipment have different useful lives, then they are 

accounted for as separate items (major components) of property, plant and equipment. Any gain or loss on 

disposal of an item of property, plant and equipment is recognized in interim consolidated profit or loss. 
 

ii. Subsequent expenditure 

Subsequent expenditure is capitalized only if it is probable that the future economic benefits associated with 

the expenditure will flow to the Group. Repair and maintenance is charged to interim consolidated profit or 

loss. 
 



SAUDI PAPER MANUFACTURING COMPANY  

A SAUDI JOINT STOCK COMPANY 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE QUARTER ENDED MARCH 31, 2017 

EXPRESSED IN SAUDI RIYALS 

 

  10 

iii. Depreciation 

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated 

residual values using the straight-line method over their estimated useful lives, and is recognized in interim 

consolidated profit or loss. 
 

The estimated useful lives of property, plant and equipment for current and comparative periods are as follows: 
 

Class of assets  No of Years 

- Buildings and land improvements  25 – 33  

- Plant, machinery and equipment  5 – 25 

- Furniture, fixtures and office equipment  5 – 15  

- Vehicles  4 – 8 

- Tools and spares  3 – 15 
 
Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if 

appropriate. 
 

c) Capital Work in Progress (CWIP) 

Capital work-in-progress is stated at cost less accumulated impairment, if any, and consists of expenditure 

incurred and advances made in respect of property plant and equipment in the course of their acquisition, 

erection, construction and installation, including salaries and wages directly attributable to capital work-in-

progress, determined by the management. The assets are transferred to relevant category of property plant and 

equipment when they are available for use. 

 

d) Intangible assets 

 

i. Recognition and measurement 

Goodwill Goodwill arising on the acquisition of subsidiaries is measured at cost less 

accumulated impairment losses. 

Softwares Computer softwares have finite useful lives and are measured at cost less 

accumulated amortization and any accumulated impairment losses. 
 

ii. Subsequent expenditure 

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the 

specific asset to which it relates. All other expenditures are recognized in interim consolidated profit or loss as 

incurred. 

 

iii. Amortization 

Amortization is calculated to write off the cost of intangible assets less their estimated residual values using the 

straight-line method over their estimated useful lives and is recognized in interim consolidated profit or loss. 

Goodwill is not amortized. 

 

The estimated useful life for current and comparative periods with respect to computer software and license is 

seven years. Amortization methods, useful lives and residual values are reviewed at each reporting date and 

adjusted if appropriate. 

 

e) Inventories 

Inventories are measured at the lower of cost and net realizable value. Cost of raw material, finished goods and 

stores and spares is determined under the weighted average basis. Cost of work-in-process and finished goods 

consists of direct materials, labour and applicable production overheads based on normal operating capacity. 

Net realizable value is the estimated selling price in the ordinary course of the business less estimated costs of 

completion and the estimated costs necessary to make the sale.  
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Inventories in-transit are valued at cost comprising invoice value plus other charges incurred in bringing the 

inventories to their present location and  condition thereon up to the balance sheet date. 

 

f) Trade receivable 

Trade receivable are carried at original amounts less provision made for doubtful debts. A provision for 

doubtful debts is established when there is a significant doubt that the Group will not be able to collect all 

amounts due according to the original terms of invoice. Such provision is charged to interim consolidated 

profit or loss. When accounts receivable are uncollectible, they are written-off against the provision for 

doubtful debts. Any subsequent recoveries of amounts previously written-off are credited in interim 

consolidated profit or loss. 

 

g) Cash and cash equivalents 

Cash and cash equivalents include cash on hand and with banks and other short-term liquid investments with 

maturities of three months or less from the purchase date deducting bank overdrafts, if any.  

 

h) Foreign currency 

I. Foreign currency transactions  

Transactions in foreign currencies are translated into the respective functional currencies of group companies 

at the exchange rates at the dates of the transactions. 

 

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at 

the exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a 

foreign currency are translated into the functional currency at the exchange rate when the fair value was 

determined. Non-monetary items that are measured based on historical cost in a foreign currency are translated 

at the exchange rate at the date of the transaction. Foreign currency differences are recognized in interim 

consolidated profit or loss. However, foreign currency differences arising from the translation of available-for-

sale equity investments (except on impairment, in which case foreign currency differences that have been 

recognized in OCI are reclassified to interim consolidated profit or loss) are recognized in interim consolidated 

OCI. 

 

II. Foreign operations 

The assets and liabilities of foreign operations, including goodwill are translated into Saudi Riyal at the 

exchange rates at the reporting date. The income and expenses of foreign operations are translated into Saudi 

Riyal at the average exchange rates. 
 

Foreign currency differences are recognized in interim consolidated OCI and accumulated in the translation 

reserve, except to the extent that the translation difference is allocated to NCI. When a foreign operation is 

disposed of in its entirety or partially such that control, or significant influence is lost, the cumulative amount 

in the translation reserve related to that foreign operation is reclassified to interim consolidated profit or loss as 

part of the gain or loss on disposal. If the Group disposes of part of its interest in a subsidiary but retains 

control, then the relevant proportion of the cumulative amount is reattributed to NCI. When the Group disposes 

of only part of an associate while retaining significant influence, the relevant proportion of the cumulative 

amount is reclassified to interim consolidated profit or loss. 
 

i) Provisions and contingencies  

A provision is recognized when the Group has a legal or constructive obligation as a result of a past event, and 

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. Provisions are determined by 

discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time 

value of money and the risks specific to the liability. The unwinding of the discount is recognized as finance 

cost.  
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The assessment of contingencies inherently involves the exercise of significant judgment as the outcome of the 

future events cannot be predicted with certainty. The contingencies are disclosed in the Group’s interim 

consolidated financial statements. 
 

j) Operating leases 

Payments made under operating leases are recognized in interim consolidated profit or loss on a straight-line 

basis over the term of the lease. Lease incentives received are recognized as an integral part of the total lease 

expense, over the term of the lease. 

 

k) Financial instruments 

The Group classifies non-derivative financial assets into the following categories: financial assets at fair value 

through profit or loss, held-to-maturity financial assets, loans and receivables and available-for-sale financial 

assets. 
 

The Group classifies non-derivative financial liabilities into the following categories: financial liabilities at fair 

value through profit or loss and other financial liabilities category. 

 

I. Non-derivative financial assets and financial liabilities – recognition and derecognition 

The Group initially recognizes loans and receivables on the date when they are originated. All other financial 

assets and financial liabilities are initially recognized on the trade date when the entity becomes a party to the 

contractual provisions of the instrument. 

 

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or 

it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks 

and rewards of ownership of the financial asset are transferred, or it neither transfers nor retains substantially 

all of the risks and rewards of ownership and does not retain control over the transferred asset. Any interest in 

such derecognized financial assets that is created or retained by the Group is recognized as a separate asset or 

liability. 

 

The Group derecognizes a financial liability when its contractual obligations are discharged or cancelled, or 

expired. 

 

Financial assets and financial liabilities are offset and the net amount presented in the interim consolidated 

statement of financial position when, and only when, the Group currently has a legally enforceable right to 

offset the amounts and intends either to settle them on a net basis or to realize the asset and settle the liability 

simultaneously. 

 

II. Non-derivative financial assets – measurement 
 

Financial assets at fair 

value through profit 

or loss 

A financial asset is classified as at fair value through profit or loss if it is classified as 

held for trading or is designated as such on initial recognition. Directly attributable 

transaction costs are recognized in interim consolidated profit or loss as incurred. 

Financial assets at fair value through profit or loss are measured at fair value and 

changes therein, including any interest or dividend income, are recognized in interim 

consolidated profit or loss. 

Held-to maturity 

financial assets 

These assets are initially measured at fair value plus any directly attributable 

transaction costs. Subsequent to initial recognition, they are measured at amortized 

cost using the effective interest method. 

Loans and 

Receivables 

These assets are initially measured at fair value plus any directly attributable 

transaction costs. Subsequent to initial recognition, they are measured at amortized 

cost using the effective interest method. 
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Available-for-sale 

financial assets 

These assets are initially measured at fair value plus any directly attributable 

transaction costs. Subsequent to initial recognition, they are measured at fair value 

and changes therein, other than impairment losses and foreign currency differences 

on debt instruments are recognized in interim consolidated OCI and accumulated in 

the fair value reserve. When these assets are derecognized, the gain or loss 

accumulated in equity is reclassified to interim consolidated profit or loss. 

 

 

III. Non-derivative financial liabilities – measurement 
 

A financial liability is classified as at fair value through profit or loss or is designated as such on initial 

recognition. Directly attributable transaction costs are recognized in interim consolidated profit or loss as 

incurred. Financial liabilities at fair value through profit or loss are measured at fair value and changes therein, 

including any interest expense, are recognized in  interim consolidated profit or loss. 

 

Other non-derivative financial liabilities are initially measured at fair value less any directly attributable 

transaction costs. Subsequent to initial recognition, these liabilities are measured at amortized cost using the 

effective interest method. 

 

l) Employees benefit obligations 

I. Short term employees benefits 

Short-term employees benefits are expensed as the related service is provided. A liability is recognized for the 

amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a 

result of past service provided by the employees and the obligation can be estimated reliably. 

 

II. Defined benefit plan 

Employees end of service benefits are payable to all employees employed under the terms and conditions of 

the Labor Laws applicable on the Group, on termination of their employment contracts. The Group’s 

obligation in respect of defined benefit plan is calculated by estimating the amount of future benefits that 

employees have earned in current and prior periods and discounting that amount to arrive at present value. 

 

The Group sets the assumptions used in determining the key elements of the costs of meeting such future 

obligations. These assumptions are set after consultation with the Group’s actuaries and include those used to 

determine regular service costs and the financing elements related to the liabilities. The calculation of defined 

benefit obligation is performed by a qualified actuary using the projected unit credit method.  

 

Re-measurement of defined benefit liability, which comprise of actuarial gains and losses are recognised 

immediately in interim consolidated other comprehensive income. The Group determines net interest expense 

on the defined benefit obligation for the period by applying the discount rate used to measure the defined 

benefit obligation at the beginning of the annual period to the net defined benefit, taking into account any 

change in the net defined benefit obligation during the period as a result of contributions and benefit payments. 

Net interest expense and other expenses related to definedbenefit plans are recognised in the interim 

consolidated profit or loss. 

 

m) Impairment 

I. Non-derivative financial assets  
 

Financial assets not classified as at fair value through profit or loss, including an interest in an equity 

accounted investee, are assessed at each reporting date to determine whether there is objective evidence of 

impairment. 

 

Objective evidence that financial assets are impaired includes: 

 default or delinquency by a debtor; 

 restructuring of an amount due to the Group on terms that the Group would not consider otherwise; 

 indications that a debtor will enter bankruptcy; 

 adverse changes in the payment status of borrowers or issuers; 
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 the disappearance of an active market for a security because of financial difficulties; or 

 observable data indicating that there is a measurable decrease in the expected cash flows from a group of 

financial assets. 

 

For an investment in an equity security, objective evidence of impairment includes a significant or prolonged 

decline in its fair value below its cost. The Group considers a decline of 20% to be significant and a period of 

nine months to be prolonged. 

 

Financial assets 

measured at 

amortized cost 

The Group considers evidence of impairment for these assets at both an individual asset 

and a collective level. All individually significant assets are individually assessed for 

impairment. Those found not to be impaired are then collectively assessed for any 

impairment that has been incurred but not yet individually identified. Assets that are not 

individually significant are collectively assessed for impairment. Collective assessment is 

carried out by grouping together assets with similar risk characteristics. 

In assessing collective impairment, the Group uses historical information on the timing of 

recoveries and the amount of loss incurred, and makes an adjustment if current economic 

and credit conditions are such that the actual losses are likely to be greater or lesser than 

suggested by historical trends. 

An impairment loss is calculated as the difference between an asset’s carrying amount 

and the present value of the estimated future cash flows discounted at the asset’s original 

effective interest rate. Losses are recognized in interim consolidated profit or loss and 

reflected in an allowance account. When the Group considers that there are no realistic 

prospects of recovery of the asset, the relevant amounts are written off. If the amount of 

impairment loss subsequently decreases and the decrease can be related objectively to an 

event occurring after the impairment was recognized, then the previously recognized 

impairment loss is reversed through interim consolidated profit or loss. 

 

 

Available-for-sale 

financial assets 

Impairment losses on available-for-sale financial assets are recognized by reclassifying 

the losses accumulated in the fair value reserve to interim consolidated profit or loss. The 

amount reclassified is the difference between the acquisition cost (net of any principal 

repayment and amortization) and the current fair value, less any impairment loss 

previously recognized in interim consolidated profit or loss. If the fair value of an 

impaired available-for-sale debt security subsequently increases and the increase can be 

related objectively to an event occurring after the impairment loss was recognized, then 

the impairment loss is reversed through interim consolidated profit or loss. 

Equity-accounted 

Investees 

An impairment loss in respect of an equity-accounted investee is measured by comparing 

the recoverable amount of the investment with its carrying amount. An impairment loss is 

recognized in interim consolidated profit or loss, and is reversed if there has been a 

favorable change in the estimates used to determine the recoverable amount. 

 

II. Non-financial assets  
 

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than 

inventories) to determine whether there is any indication of impairment. If any such indication exists, then the 

asset’s recoverable amount is estimated. Goodwill is tested annually for impairment. 

 

For impairment testing, assets are grouped together into the smallest group of assets that generates cash 

inflows from continuing use that are largely independent of the cash inflows of other assets or Cash Generating 

Units (CGUs). Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that are 

expected to benefit from the synergies of the combination. 
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The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. 

Value in use is based on the estimated future cash flows, 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 or CGU. An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its 

recoverable amount. 

 

Impairment losses are recognized in interim consolidated profit or loss. They are allocated first to reduce the 

carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other 

assets in the CGU on a pro rata basis. 

 

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is reversed only 

to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 

determined, net of depreciation or amortization, if no impairment loss had been recognized. 

 

o) Trade and other payables 

Trade and other payables are recognised initially at fair value plus directly attributable cost, if any, and 

subsequently measured at amortised cost. 

 

p) Revenue  

Revenue is recognized when the significant risks and rewards of ownership have been transferred to the 

customer, recovery of the consideration is probable, the associated costs and possible return of goods can be 

estimated reliably, there is no continuing management involvement with the goods, and the amount of revenue 

can be measured reliably. Revenue is measured net of returns, trade discounts and volume rebates. 

 

The timing of the transfer of risks and rewards varies depending on the individual terms of the sales agreement. 

For local sales, the transfer usually occurs when the product is delivered to the customer’s warehouse;  

however, for some international shipments, the transfer occurs on loading the goods onto the relevant carrier at 

the port. Generally, for such products the customer has no right of return. 

 

Other revenue is recognised on accrual basis when the recovery of consideration is probable. 

 

q) Other income 

Other income comprise of insurance recoveries and dividends received. Insurance recoveries are recognized in 

profit and loss as and when received. Dividend income is recognized in interim consolidated profit and loss on 

the date on which the Group’s right to receive the payment is established. 

 

r) Borrowing costs 

Borrowing costs are recognised in interim consolidated profit and loss account in the period in which these are 

incurred except to the extent of borrowing costs on long term finances that are directly attributable to the 

acquisition, construction or production of a qualifying asset. Such borrowing costs, if any, are capitalised, 

during the period of time that is required to complete and prepare the asset for its intended use. 

 

 

s) Zakat and tax 

 

The Group is subject to Zakat in accordance with the regulations of the General Authority for Zakat and Tax 

(GAZT). Provision for zakat for the Company and zakat related to the Saudi Arabian subsidiaries is charged to 

the interim consolidated profit or loss. Additional amounts payable, if any, at the finalization of assessments 

are accounted for when such amounts are determined. 

 

The Company and its Saudi Arabian subsidiaries withhold taxes on certain transactions with non-resident 

parties, as required under Saudi Arabian Income Tax Law. 
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t) Dividend 
 

Dividends are recorded in the period in which these are approved by shareholders of the Group. 
 

u) Statutory reserve 

In accordance with the Articles of Association of the Group, the Group transfers 10% of the net income for the 

year to a statutory reserve until such reserve equal 50% of its share capital. This reserve is not available for 

distribution to the shareholders of the Group. The statutory reserve in these consolidated financial statements is 

the statutory reserve of the Company. As the Group have losses in the current and prior years, no allocation has 

been made to the statutory reserve. 
 

v) Expenses 

Expenses are classified according to their function as part of cost of sales, or the cost of selling and marketing 

or administrative activities. Selling and marketing and general and administrative expenses include indirect 

costs not specifically part of production costs as required under IFRS. Allocations between selling, marketing, 

general and administrative expenses and production costs, when required are made on a consistent basis. 

 

w)  Segment reporting 

 

(a) Business segment 

 

A business segment is group of assets, operations or entities:  

 

(i) Engaged in revenue producing activities; 

(ii) Results of its operations are continuously analyzed by management in order to make decisions related        

to resource allocation and performance assessment; and  

(iii) Financial information is separately available. 

 

(b) Geographical segment 

 

A geographical segment is group of assets, operations or entities engaged in revenue producing activities 

within a particular economic environment that are subject to risks and returns different from those operating in 

other economic environments. 
 

4)  NEW STANDARDS AND INTERPRETATIONS 

The Group’s management decided not to adopt following new standards issued which will become effective 

for the period commencing on or after January 1, 2018: 

 

 IFRS 15 Revenue from contracts with customers, effective for annual period on or after 1 January 2018; 

 IFRS 9 Financial Instruments: IFRS 9, published in July 2014, replace the existing guidance in IAS 39 

Financial Instruments: Recognition and measurements and is effective for annual reporting periods 

beginning on or after 1 January 2018, with early adoption permitted; 

 IFRS 16 Leases, effective for annual period on or after 1 January 2019.  

 

5) OPERATING SEGMENTS 

a. Basis for segmentation 
The Group has the following strategic divisions, which are its reportable segments. These divisions offer 

different products and services, and are managed separately because they require different technology and 

marketing strategies.  
 
The following summary describes the operations of each reportable segment that met the quantitative 

thresholds for reportable segments in 2017 and 2016. 
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Reportable segments 

  

Operations 

   
Manufacturing  Buying, manufacturing and distributing pulp and paper 

Trading, transporting and other  Collecting, sorting, transporting and pressing waste papers 
 

The Group’s Chief Executive Officer reviews the internal management reports of each division at least 

quarterly.  
 

There are varying levels of integration between the both the segments. This integration includes transfers of 

recycled raw materials and shared distribution services, respectively. Inter-segment pricing is determined on an 

arm’s length basis. 
 

b. Information about reportable segments 

   

2017 

  

2016 

   

 

Manufacturing 

Trading, 

transport and 

others 

  

 

Manufacturing 

Trading, 

transport and 

others 

       
Percentage of assets  88% 12%  88% 12% 

       External revenues  119,437,169 9,079,712  130,831,540 9,253,749 

       Loss before zakat  (6,698,764) 1,068,417  (6,745,020) (32,620) 

 
 

March 31, 2017 Reportable segments   

  

 

Manufacturing 

 Trading, 

transport and 

others 

 

Total 

      
External revenues 148,960,344  11,094,423  160,054,766 
Inter-segment revenue (29,523,175)  (2,014,711)  (31,537,886) 
Segment revenue 119,437,169  9,079,712  128,516,881 
      

Finance cost 7,671,575  278,611  7,950,186 

Depreciation and amortization 12,741,017  171,588  12,912,605 

      Segment assets  1,178,742,219  155,350,433  1,334,092,652 

 
 
 

     Segment liabilities  897,054,885  97,105,791  994,160,676 

 

March 31, 2016 Reportable segments   

  

Manufacturing 

 Trading, 

transport and 

others 

 

Total 

      
External revenues 167,853,848  13,095,478  180,949,326 
Inter-segment revenue (37,022,308)  (3,841,729)  (40,864,037) 
Segment revenue 130,831,540  9,253,749  140,085,289 
      

Finance cost  7,772,286  205,867  7,978,153 

Depreciation and amortization 13,682,359  480,607  14,162,966 

      Segment assets at December 31, 2016 1,155,809,443  171,819,801  1,327,629,244 

      Segment liabilities at December 31, 2016 865,484,164  121,985,024  987,469,188 
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c. Geographic information 

 

The business of the Group is managed on a worldwide basis. However, the main operations are based in 

Kingdom of Saudi Arabia, certain Gulf Cooperation Council (GCC) countries and certain other countries.  

 

The geographic information analyses the Group’s revenue and non-current assets by the Company’s country of 

domicile and other countries.  

 

   March 31, 

2017 

 March 31,  

2016 

- Revenue      

      
Saudi Arabia   116,539,445  123,028,045 

GCC countries    6,227,257  11,060,578 

Other countries   5,750,179  5,996,666 

Consolidated revenue   128,516,881  140,085,289 

      
- Non-current assets   March 31, 

2017 

 December 

31,  2016 

Saudi Arabia   767,376,171  802,705,744 

GCC countries    31,972,100  32,117,020 

Other countries   69,372,754  46,488,090 

Consolidated non-current assets   868,721,025 
 881,310,854 

 

6. PROPERTY, PLANT AND EQUIPMENT  

 

The Group did not acquire assets in current quarter (March  31,2016: SR 2.9 million). Assets with a cost of 

SR 1 disposed of by the Group during the quarter ended March 31, 2017 (March 31, 2016 Nil).  

 

7. LOANS AND BORROWINGS 

 

Bank borrowings include short-term loans and liabilities against letter of credit refinancing obtained from 

various commercial banks and bear financial charges at prevailing market rates which are based on inter-bank 

offer rate.  

 

As at March 31, 2017, the Group has unused bank financing facilities amounting to Saudi Riyals 25 million 

(December 31, 2016: Saudi Riyals 21 million). 

 
 

 Note 

 March 31, 

2017 

 December 31, 

 2016 

      

Saudi Industrial Development Fund (“SIDF”) loans 7.1  49,272,000  49,272,000 

Commercial bank loans secured 7.2  580,948,606  536,375,796 

   630,220,606  585,647,796 

Current maturity shown under current liabilities   (105,263,517)  (98,664,151) 

   524,957,089  486,983,645 

 

7.1 SIDF loans 
These represent loans obtained from SIDF by the Company and one of its Saudi Arabian subsidiary. The 

covenants of the loan agreements require the Company and such subsidiary to maintain certain levels of 

financial condition, place limitations on dividends distributions and on annual capital and rental expenditures.  
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The loans do not bear financial charges, however, an upfront fee is charged on the loan and these are secured 

by mortgage on property, plant and equipment of the Group. The loan liability is to be discharged by the year 

ending 2020. 
 

7.2 Commercial bank loans  

The Group has obtained loan facilities from various commercial banks. These loans are mainly denominated 

in Saudi Riyals which generally bear financial charges based on prevailing market rates. The aggregate 

maturities of the loans outstanding at March 31, 2017, based on their respective repayment schedules, are 

spread in 2017 through 2022.  

 

The covenants of some of these facilities require the Group to maintain certain level of financial conditions, 

require lenders’ prior approval for dividends distribution above a certain amount and certain other 

requirements. 

 

The Group has refinance short-term loans falling due in 2017 amounting to SR 305 million base on the option 

available to the Group to roll over such loans for further twelve months period and, accordingly, has calssified 

them  as long-term in the accompanying interim consolidated financial statements. The Company is currently 

in the process of restructuring certain bank facilities to correspond with the specific needs and the economic 

circumstances of the Company. 

 

 

8. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 

 

The related parties consist of subsidiaries, affiliates and Board of Directors and key management personnel.  

Key management personnel are those persons having authority and responsibility for planning, directing and 

controlling the activities of the entity, directly or indirectly, including any director (whether executive or 

otherwise) of the Group. The transactions are dealt with on mutually agreed terms and the terms and 

conditions on these transactions are approved by the Group’s management. 

 

Key management personnel compensation comprised the following. 

 

 March 31, 

2017 

 March 31, 

2016 

    

Short-term employee benefits 939,592  1,512,055 

Employees’ end of service benefits 32,967  54,086 

Other benefits 36,601  38,216 

 1,009,160  1,604,357 

 

Compensation of the Group’s key management personnel includes salaries, non-cash benefits and 

contributions to a post-employment defined benefit plan. 

 

9.  FINANCIAL INSTRUMENTS  

 

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. Underlying the definition of fair value is the 

presumption that the Company is a going concern and there is no intention or requirement to curtail materially 

the scale of its operations or to undertake a transaction on adverse terms.  

  

Financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly 

available from an exchange dealer, broker, industry group, pricing service, or regulatory agency, and those 

prices represent actual and regularly occurring market transactions on an arm's length basis.  
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When measuring the fair value, the Company uses market observable data as far as possible. Fair values are 

categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques 

as follows.  

  

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed at 

the measurement date. 

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either 

directly (i.e. as prices) or indirectly (i.e. derived from prices).  

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).  

  

As of March 31, 2017, December 31, 2016 and January 01, 2016, all of the Company’s financial instruments 

have been carried at amortised cost except available for sale investments (unquoted equity securities) which 

have been carried at fair value under level 3 fair value hierarchy i.e. based on unobservable inputs. The 

carrying values of all other financial assets and financial liabilities in the interim consolidated financial  

statement approximates to their fair values. 
  

10. CONTINGENCIES AND COMMITMENTS  
 

Commitments 

As of March 31, 2017, the capital commitments relating to purchase of  property, plant and equipment 

amounted to SR 10 million  (December 31, 2016: SR 10 million). 

 

Contingencies 

The Group was contingently liable for bank guarantees issued in the normal course of the business amounting 

to SR 6.2 million at  March 31, 2017 (December 31, 2016: SR 4.1 million). 

 

11. EXPLANATION OF TRANSITION TO IFRS 
 

As stated in note 2(a), these are the Group’s first condensed interim consolidated financial statements 

prepared in accordance with IFRS. 

 

The accounting policies set out in note 3 have been applied in preparing the condensed interim consolidated 

financial statements for the period ended  March 31, 2017, the comparative information presented in these 

financial statements for the year ended 31 December 2016 and in the preparation of an opening IFRS 

statement of financial position at 1 January 2016 (the Group’s date of transition). 

 

In preparing its opening IFRS statement of financial position, the Group has adjusted amounts reported 

previously in financial statements prepared in accordance with SOCPA (previous GAAP). An explanation of 

how the transition from previous GAAP to IFRS has affected the Group’s financial position, financial 

performance and cash flows is set out in the following tables and the notes that accompany the tables.
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11. EXPLANATION OF TRANSITION TO IFRS (continued) 

11.1 Reconciliation of statement of financial position 

 
  

 

Notes 

 

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  January 01, 2016  December 31, 2016  March 31, 2016 

Non- current assets             

Property, plant and equipment 11.4 (i) 984,213,465 (70,580,319) 913,633,146  908,734,676 (74,087,906) 834,646,770  976,234,293 (71,882,598) 904,351,695 

Intangible assets 11.4 (ii) 26,614,917 (4,047,477) 22,567,440  23,936,074 (2,866,585) 21,069,489  26,870,647 (3,726,846) 23,143,801 

Investment in associate  24,344,595 -    24,344,595  25,594,595 - 25,594,595  24,344,595 - 24,344,595 

   1,035,172,977 (74,627,796) 960,545,181  958,265,345 (76,954,491) 881,310,854  1,027,449,535 (75,609,444) 951,840,091 

             

Current assets             

Inventories 11.4 (iii) 233,334,087 (17,351,076) 215,983,011  126,218,177 (18,205,433) 108,012,744  222,559,765 (17,351,076) 205,208,689 

Trade receivables 11.4 (iv) 272,434,926 (15,634,802) 256,800,124  240,081,470 (15,634,802) 224,446,668  268,449,450 (15,634,802) 252,814,648 

Investments 11.4 (v) 3,259,865 (1,515,480) 1,744,385  3,259,865 (1,515,480) 1,744,385  3,259,865 (1,515,480) 1,744,385 

Prepayments and other 

receivables 

11.4 (vi) 130,045,588 (6,339,992) 123,705,596  94,330,408 (6,299,996) 88,030,412  130,687,832 (6,329,992) 124,357,840 

Cash and cash equivalents  39,023,222 - 39,023,222  24,084,181 - 24,084,181  13,841,600 - 13,841,600 

  678,097,688 (40,841,350) 637,256,338  487,974,101 (41,655,711) 446,318,390  638,798,512 (40,831,350) 597,967,162 

             

Total assets  1,713,270,665 (115,469,146) 1,597,801,519  1,446,239,446 (118,610,202) 1,327,629,244  1,666,248,047 (116,440,794) 1,549,807,253 

             

EQUITY AND 

LIABILITIES 

            

Equity             

Share capital  450,000,000 - 450,000,000  450,000,000 - 450,000,000  450,000,000 - 450,000,000 

Statutory reserve  66,248,858 - 66,248,858  66,248,858 - 66,248,858  66,248,858 - 66,248,858 

Currency translation 

differences 

11.4 (vii) (2,321,902) (18,897,825) (21,219,727)  (8,728,770) (18,152,286) (26,881,056)  (1,954,563) (18,897,825) (20,852,388) 

Retained earnings  15,885,280 (99,892,003) (84,006,723)  (51,597,402) (101,807,884) (153,405,286)  9,710,078 (100,370,973) (90,660,895) 

Equity attributable to the 

owners of the company 

 529,812,236 (118,789,828) 411,022,408  455,922,686 (119,960,170) 335,962,516  524,004,373 (119,268,798) 404,735,575 

             

Non-controlling interest  3,596,241 - 3,596,241  4,197,540 - 4,197,540  3,770,433 - 3,770,433 

Total equity  533,408,477 (118,789,828) 414,618,649  460,120,226 (119,960,170) 340,160,056  527,774,806 (119,268,798) 408,506,008 
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11. EXPLANATION OF TRANSITION TO IFRS (Cont.) 

11.1 Reconciliation of statement of financial position (Cont.) 
 

 
  

 

Notes 

 

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

  January 01, 2016  December 31, 2016  March 31, 2016 

Non-current liabilities             

Long term loans  472,865,977 - 472,865,977  486,983,645 - 486,983,645  472,865,977 - 472,865,977 

Employees benefit 

obligations 

11.4 (viii) 25,040,221 (1,060,849) 23,979,372  23,456,205 (1,853,182) 21,603,023  24,603,216 (1,553,526) 23,049,690 

  497,906,198 (1,060,849) 496,845,349  510,439,850 (1,853,182) 508,586,668  497,469,193 (1,553,526) 495,915,667 

Current liabilities             

Trade payables 11.4 (ix) 146,550,350 (3,293,799) 143,256,551  130,117,150 (3,293,799) 126,823,351  135,545,573 (3,293,799) 132,251,774 

Short term loans  316,795,659 - 316,795,659  157,389,015 - 157,389,015  302,471,922 - 302,471,922 

Long term loans - current 

portion 

 116,474,813 - 116,474,813  98,664,151 - 98,664,151  97,088,131 - 97,088,131 

Accrued and other liabilities 11.4 (iv) 97,228,431 7,675,330 104,903,761  88,002,313 6,496,949 94,499,262  98,806,684 7,675,329 106,482,013 

Zakat payable  4,906,737 - 4,906,737  1,506,741 - 1,506,741  7,091,738 - 7,091,738 

  681,955,990 4,381,531 686,337,521  475,679,370 3,203,150 478,882,520  641,004,048 4,381,530 645,385,578 

             

             

TOTAL EQUITY AND 

LIABILITIES 

 1,713,270,665 (115,469,146) 1,597,801,519  1,446,239,446 (118,610,202) 1,327,629,244  1,666,248,047 (116,440,794) 1,549,807,253 
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11. EXPLANATION OF TRANSITION TO IFRS (cont.) 

11.2 Reconciliation of total comprehensive income 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Note 

  

Previous 

GAAP 

Effect of 

transition to 

IFRS IFRS 

 

Previous 

GAAP 

Effect of 

transition 

to IFRS 

 

 

IFRS 

   December 31, 2016 March 31, 2016 

Revenue    477,270,897 - 477,270,897 140,085,289 - 140,085,289 

Cost of sales 11.4 (viii)  (377,314,955) (5,529,054) (382,844,009) (109,440,973

) 

(1,382,264) (110,823,237) 

Gross profit   99,955,942 (5,529,054) 94,426,888 30,644,316 (1,382,264) 29,262,052 

         Selling and distribution expenses   (72,210,350) - (72,210,350) (14,497,741) - (14,497,741) 
General and administrative expenses   (53,375,342) - (53,375,342) (14,535,296) - (14,535,296) 

Operating (loss) / profit    (25,629,750) (5,529,054) (31,158,804) 1,611,279 (1,382,264) 229,015 

Financial charges   (31,628,627) - (31,628,627) (7,978,153) - (7,978,153) 

Share of profit from associate   1,250,000 - 1,250,000 - - - 

Other expenses – net 
11.4 (ii) & 

11.4 (Viii) 

 

(9,773,003) 

 

1,322,524 (8,450,479) 640,865 

 

330,633 971,498 

Loss before zakat    (65,781,380) (4,206,530) (69,987,910) (5,726,009) (1,051,631) (6,777,640) 

Zakat charge    (1,100,004) - (1,100,004) (275,001) - (275,001) 

Net loss    (66,881,384) (4,206,530) (71,087,914) (6,001,010) (1,051,631) (7,052,641) 

       

Previous 

GAAP 
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11. EXPLANATION OF TRANSITION TO IFRS (cont.) 

 

11.2 Reconciliation of total comprehensive income (Cont.) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note 

 

 

Previous 

GAAP 

Effect of 

transition 

to IFRS 

IFRS 

  

 

Previous 

GAAP 

 

Effect of 

transition to 

IFRS IFRS 

  December 31, 2016  March 31, 2016 

Net loss  (66,881,384) (4,206,530) (71,087,914)  (6,001,010) (1,051,631) (7,052,641) 

Other comprehensive income         

Items that will not be reclassified to profit or loss         

Re- measurement of employees benefit obligatons 11.4 (viii) - 2,290,649 2,290,649  - 572,662 572,662 

Items that may be reclassified to profit or loss         

Currency translation differences on foreign operations 11.4 (vii) - (5,661,328) (5,661,328)  - 367,338 367,338 

Total other comprehensive loss  - (3,370,679) (3,370,679)  - 940,000  940,000  

         
         

Total comprehensive loss  (66,881,384) (7,577,209) (74,458,593)  (6,001,010) (111,631) (6,112,641) 
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11. EXPLANATION OF TRANSITION TO IFRS (cont.) 

 

11.3 Reconciliation of equity 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Note 

 As at 
December 

31,2016 

 
 

As at   
March 

31,2016 

 As at 
January 
01,2016 

Total equity under SOCPA Standards   460,120,226  527,774,806  533,408,476 

Impact of impairment charge  11.4 (i), 

11.4 (v) & 

11.4 (vi) 

 (64,750,193)  (64,750,193)  (64,750,193) 

Additional depreciation charge due 

to componization of peoperty,plant 

and equipment 

11.4 (i)  (7,622,748)  (6,934,521)  (5,529,712) 

Pre-operating expenses 11.4 (ii)  (2,731,010)  (2,731,010)  (3,061,642) 

Additional depreciation on capital 

spares and impact of impairment of 

capital spares 

11.4 (iii)  (5,265,124)  (5,308,775)  (5,411,305) 

Impact on trade debtors 11.4 (iv)  (22,200,000)  (22,200,000)   (22,200,000)  

Impact of foreign currency 

translation 

11.4 (vii)  (18,152,286)  (18,897,825)  (18,897,825) 

Impact of actuarial valuation 11.4 (viii)  761,193  1,553,526  1,060,850 
Total Equity under IFRS Standards   340,160,058  408,506,008  414,618,649 
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11. EXPLANATION OF TRANSITION TO IFRS (cont.) 

 

11.4  Notes to the reconciliation 
 
 

i. Property plant and equipment  

As at the date of transition to IFRS certain plant and machinery items were broken down into components based on their 

useful life.The net  impact of additional depreciation as at January 01,2016 amounted to SR 5,529,712 (December 

31,2016- SR 7,622,748 and March 31,2016- SR 6,934,521) was charged to retained earnings .  
 

Under previous GAAP, the value in use was calculated based on the undiscounted expected future cash flows. Under 

IFRS however, the value in use has been calculated using the discounted expected future cash flows which resulted in 

carrying value being higher than the recoverable amount of cash generating units having indications of impairment. 

Consequently, impairment as at January 01,2016 amounting to SAR 64,750,193 (December 31,2016- SR 64,750,193 

and March 31,2016- SR 64,750,193) has been recognized in retained earnings. 

 

ii. Intangible assets 

Under IFRS pre-operating costs are charged to profit and loss account. As a result, as at January 01,2016 an amount of 

SR 3,061,642 (December 31,2016- SR 2,731,010 and March 31,2016- SR 2,731,010)  related to pre operating costs was 

charged to retained earnings. 

 

iii. Inventory 

 

As at the date of transition to IFRS, spare parts amounting to as at January 01,2016  SR 13,338,003 was reclassified 

from inventory to property, plant and equipment (December 31,2016- SR 14,192,360 and March 31,2016- SR 

13,338,003).   

 

Further, the related depreciation charge has been recognized to account for the retrospective depreciation of spare parts 

until the date of transition to IFRS. This related depreciation charge has been recognized against retained earnings.  

 

In addition to above, inventory balances as at the date of the transition to IFRS were reduced by SR 3,420,000 

(December 31,2016- SR 3,420,000  and March 31,2016- SR 3,420,000) in account of the impairment of cash generating 

units identified as at the date of transition to IFRS.The adjustment resulted in a decrease in the retained earnings. 

 

iv. Trade receivables 

 

Under previous GAAP,the impairment of trade receivables was recognized as a general provision . As per IFRS the loss 

probability for each individually significant receivable balance and long outstanding receivables are to be discounted to 

take effect of the time value of money. The resultant increase in impairment has been charged to retained earnings of 

respective period.Further,under IFRS,the Group recognized trade rebates on accrual basis. 

 

v. Investments 

In accordance with IFRS, financial assets designated as available for sale have been recognised at fair value. As a 

result,the investment which was carried at cost was remeasured to fair value and the fair value loss was recognized in 

retained earnings of respective period. 

 

vi. Prepayment and other receivable 

Prepayments and other receivables included long outstanding financial assets required to be discounted to take effect of 

the time value of money as required by IAS 39. The resultant  impairment  amounted to SR 2,000,000 was recognized in 

the retained earnings of the respective period . 

 

In addition to above, the further balances as at the date of the transition to IFRS were reduced by SR 4,339,992  

(December 31,2016- SR 6,289,992 and March 31,2016- SR 6,329,992) as a result of the other asset impairment.  

 

 



SAUDI PAPER MANUFACTURING COMPANY  

A SAUDI JOINT STOCK COMPANY 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE QUARTER ENDED MARCH 31, 2017 

EXPRESSED IN SAUDI RIYALS 

 

  27 

 

11. EXPLANATION OF TRANSITION TO IFRS (cont.) 

11.4 Notes to the reconciliation (cont.) 

 

vii. Translation of foreign operations 

 

As required by IAS 21,the Group has translated its foreign operations in to the Group’s presentation currency and 

resultant adjustment as at the transition date amounted to SR 18,897,825 (December 31,2016- SR 18,152,286  and 

March 31,2016- SR 18,897,825 has been shown as a separate reserve in the equity. 

 

viii. Employees benefit obligations 
 

Under previous GAAP, employee termination benefits were calculated in accordance with the regulations.At the date of 

transition to IFRS, employee termination benefits were re-measured in accordance with the requirements of IAS 19 

using the projected unit credit method on an actuarial basis. This resulted in a decrease of employee termination benefits 

liability by SAR 1,060,849 (December 31,2016- SR 1,853,186)  and March 31,2016- SR 1,553,526) which has been 

recognised against the retained earnings as at January 1, 2016. 

 

ix. Trade payable 
 

IFRS 1 requires to derognize liabilities at the date of transition to IFRS which do not fulfil recognition criteria in 

IFRS.As a result,at the date of transition to IFRS,the Group has derecognized liabilities amounted to SR 3,293,799 

(December 31,2016- SR 3,293,799)  and March 31,2016- SR 3,293,799) and the impact was charged to retained 

earnings. 

 

11.5 Exemptions applied 

 
The Group, as per IFRS 1 First-Time Adoption of International Financial Reporting Standards, has applied following 

exemption in preparing the IFRS complied financial statements for the first time. 
 
IFRS 3 “Business Combinations” as endorsed by SOCPA has not been applied to acquisitions of subsidiaries, which 

are considered businesses for IFRS, that occurred before 1 January 2016. Use of this exemption means that the 

carrying amounts of assets and liabilities under SOCPA standards, which are required to be recognised under IFRS, is 

their deemed cost at the date of the acquisition. After the date of the acquisition, measurement is in accordance with 

IFRS. Assets and liabilities that do not qualify for recognition under IFRS are excluded from the opening IFRS 

Statement of Financial Position. The Group did not recognise or exclude any previously recognised amounts as a 

result of IFRS recognition requirements. IFRS 1 as endorsed by SOCPA also requires that the carrying amount of 

goodwill under SOCPA standards must be used in the opening IFRS Statement of Financial Position (apart from 

adjustments for goodwill impairment and recognition or derecognition of intangible assets). In accordance with IFRS 

1 as endorsed by SOCPA, the Group has tested goodwill for impairment at the date of transition to IFRS Standards. 

No goodwill impairment was deemed necessary at 1 January 2016. 

 

12. APPROVAL OF CONDENSED INTERIM FINANCIAL STATEMENTS 
 

These condensed interim consolidated financial statements are approved and authorized for issue by the Company’s 

Board of Directors on  May 09, 2017. 




