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SAUDI PAPER MANUFACTURING COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED SEPTEMBER 30, 2016
(Unaudited)

(ALL AMOUNTS IN SAUDI RIYALS UNLESS OTHERWISE STATED)

The acquisition method of accounting is used to account for the acquisition of subsidiaries. The
excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. Goodwill arising from acquisition of subsidiaries is reported under
“Intangible assets™ in the consolidated interim balance sheet. Goodwill is tested annually for
impairment and carried at cost, net of impairment losses. Inter-company transactions, balances and
unrealized gains and losses on transactions between group companies are eliminated.

()  Associates

Associate is an entity over which the Group has significant influence but not control, generally
accompanying a sharcholding of between 20% and 50% of the voting rights. Investment in an
associate 1s accounted for using the equity method of accounting and is initially recognized at cost.
The Group’s investment in an associate includes goodwill identified on acquisition, which is adjusted
subsequently for impairment loss, if any.

() Other investments

Other investments are initially recognized at cost and subsequently measured at the fair value,
where applicable.

(@  Available for Sale Investments

Available-for-sale investments principally consist of less than 20% equity investments in
certain quoted / unquoted investments. These investments are included in non-current assets unless
management intends to sell such investments within twelve months from the consolidated interim
balance sheet date.

Available-for-sale investments are initially recognized at cost and are subsequently re-measured at
fair value at each reporting date as follows:

(i) Fair values of quoted securities are based on available market prices at the reporting date
adjusted for any restriction on the transfer or sale of such investments:

(i)  Fair values of unquoted securities are based on a reasonable estimate determined by
reference to the current market value of other similar quoted investment securities or is based on the
expected discounted cash flows; and

(ii)  Fair value of unquoted securities for which there are no other indices through which the
market value could be reliably determined, cost is considered the most appropriate subjective and
reliable alternative for the fair value determination of such investments.

Cumulative adjustments arising from revaluation of these investments are reported as separate
component of equity as fair value reserve until the investment is disposed. Losses of fair value
reserve resulted from re-measured of available-for-sale investments are recognized in the
consolidated interim income statement when management considered such losses as a permanent

decline.

2.4  Segment reporting

(a) Business segment

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

(i) engaged in revenue producing activities;

(i) results of its operations are continuously analyzed by management in order to make decisions

related to resource allocation and performance assessment; and
(i) ~ financial information is separately available.












SAUDI PAPER MANUFACTURING COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED SEPTEMBER 30, 2016
(Unaudited) _

(ALL AMOUNTS IN SAUDI RIYALS UNLESS OTHERWISE STATED)

2.18 Sales

Sales are recognized upon delivery of products. Revenues are shown net of discounts and rebates
and after eliminating sales within the Group.

2.19 Selling, marketing and general and administrative expenses

Selling, marketing and general and administrative expenses include direct and indirect costs not
specifically part of production costs as required under generally accepted accounting principles.
Allocations between selling, marketing and general and administrative expenses and production
costs, when required, are made on a consistent basis.

2.20 Statutory reserve

In accordance with the Articles of Association of the Group, the Group is required to transfer 10%
of their net income to a statutory reserve until such reserve equals 50% of share capital. Such
transfer is made at the end of the fiscal year.

This reserve currently is not available for distribution to the stockholders of the Group. The Group
has a practice of transferring the required amount of net income to statutory reserves on yearly
basis.

2.21 Loss/earnings per share

Loss/earnings per share for the three months and nine months period ended September 30, 2016
and September 30, 2015 has been computed by dividing the operating income and net income for
the periods by weighted average number of 45,000,000 shares outstanding during such periods.

3 PREPAYMENTS AND OTHER RECEIVABLE

Prepayments and other receivable at September 30, 2016 include:

® Receivable from a third party against sale of five land parcels in 2012. During December 2014, the
Company repurchased a portion of a land parcel in Jeddah for an amount of Saudi Riyals 66.7
million. Under the terms of the purchase agreement with the third party, the purchase price was
adjusted against the balance receivable and the remaining balance of Saudi Riyals 56.3 million was
rescheduled for repayments in two installments due in 2015 which were not settled in 2015.The
Group holds the title deeds of three land sold in 2012 in its name as collateral. Based on a recent
valuation report, the value of this land is higher than the amount receivable and accordingly,

management believes that no provision is required as at September 30, 2016.Management also
believes that these balances will be collected in 2016.

* A balance amounting to Saudi Riyals 8.9 million receivable from a third party is secured against

Emmissary notes. The Group management, based on advice from its legal counsel, believes that the

alance is recoverable. Accordingly, no provision against such amount has been made in the
accompanying consolidated interim financial statements.

4 BORROWINGS

Long term borrowings at September 30, 2016 include short-term loans amounting to Saudi Riyals
226 million (2015: Saudi Riyals 113 million) which were classified as long-term by the group based

on the options available to the group to rollover or refinance such loans for further twelve months
period.

The covenants of some of the short term and long term borrowings facilities require maintaining
certain level of financial ratios and lenders prior approval for dividends distribution above a certain
amount. Loans amounting to Saudi Riyals 80 million due for repayment on September 30, 2016

were not paid as on that date. The Company is in process of restructuring and also believes to settle
these loans shortly.
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SAUDI PAPER MANUFACTURING COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTHS AND NINE MONTHS PERIODS ENDED SEPTEMBER 30, 2016
(Unaudited)

(ALL AMOUNTS IN SAUDI RIYALS UNLESS OTHERWISE STATED)

CONTIGENCIES AND COMMITEMENTS

Bank guarantees issued in the normal course of the business amounting to Saudi Riyals 6.2
million at September 30, 2016 (September 30 2015: Saud Riyal 9.3 million).

The capital expenditure contracted by the Group but not yet incurred till September 30, 2016 was
approximately Saudi Riyals 5 million (September 30 2015 : Saudi Riyal 15 million ).

RESULTS OF INTERIM PERIOD

The Group has made all necessary adjustments which are important to present fairly in all
material respects the consolidated interim financial position and consolidated interim results of
operations. The consolidated interim financial results may not be considered an indicative of the
actual results for the whole year.

COMPARATIVE FIGURES
Certain figures for the second quarter of 2015 have been reclassified to conform to the
presentation in current period.

APPROVAL OF THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

These consolidated interim financial statements have been approved by the Management on
October 19, 2016 corresponding to Muharram 18, 1438.

13




