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Independent auditor's report to the shareholders of Thob Al Aseel Company 

Report on the audit of consolidated financial statements 

 

Our Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial 

position of Thob Al Aseel Company (the “Company”) and its subsidiary (together the “Group”) as at 31 December 

2020, and its consolidated financial performance and its consolidated cash flows for the year then ended in 

accordance with International Financial Reporting Standards, that are endorsed in the Kingdom of Saudi Arabia, and 

other standards and pronouncements issued by the Saudi Organization for Certified Public Accountants (SOCPA). 

 

What we have audited 

The Group’s consolidated financial statements comprise: 

• The consolidated statement of financial position as at 31 December 2020; 

• The consolidated statement of income for the year then ended; 

• The consolidated statement of comprehensive income for the year then ended; 

• The consolidated statement of changes in shareholders' equity for the year then ended; 

• The consolidated statement of cash flows for the year then ended; and 

• The notes to the consolidated financial statements, which include significant accounting policies and other 

expalnatory information. 

 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing, that are endorsed in the Kingdom 

of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for 

the Audit of the Consolidated Financial Statements section of our report.  
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
 

Independence 

We are independent of the Group in accordance with the code of professional conduct and ethics, endorsed in the 

Kingdom of Saudi Arabia, that are relevant to our audit of the consolidated financial statements and we have fulfilled 

our other ethical responsibilities in accordance with these requirements. 

 

Our audit approach 

Overview 

Key audit matter • Impairment losses on trade receivables 

 

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the 

consolidated financial statements. In particular, we considered where management made subjective judgements; for 

example, in respect of significant accounting estimates that involved making assumptions and considering future 

events that are inherently uncertain. As in all of our audits, we also addressed the risk of management override of 

internal controls, including among other matters consideration of whether there was evidence of bias that represented 

a risk of material misstatement due to fraud. 

 

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the 

consolidated financial statements as a whole, taking into account the structure of the Group, the accounting 

processes and controls, and the industry in which the Group operates.
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Independent auditor's report to the shareholders of Thob Al Aseel Company (continued) 

 

Our Audit approach (continued) 

Key audit matters 

 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the 

consolidated financial statements of the current period. These matters were addressed in the context of our audit of 

the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a 

separate opinion on these matters. 

 

Key audit matter How our audit addressed the Key audit matter  

Impairment losses on trade receivables 

 

As at 31 December 2020, the Group's gross trade 

receivables balance was SAR 233.2 million (2019:SAR 

163.6 million) with an impairment loss of SAR 35 million 

(2019: SAR 18 million).  

 

The Group engaged with external expert to assess at 

each reporting date whether the trade receivables 

(carried at amortised cost) are credit impaired. The 

Group's management has applied a simplified expected 

credit loss (ECL") model to determine the allowance for 

impairment of trade receivables. 

 

The ECL model contains various estimates that include 

the Group’s historical credit loss experience, adjusted 

for forward-looking factors specific to the trade 

receivables and the overall economic environment. 

 

We considered this as a key audit matter as the 

management applies significant judgment in 

determining an appropriate impairment loss allowance 

for receivables. 

 

For further details, Refer to Note 2.9 and Note 28 in the 

accompanying consolidated financial statements for the 

accounting policy and related disclosures. 

 

 

We performed the following procedures as part of our 

audit: 

 

• Tested the completeness and accuracy of 

underlying information used in the model and 

re-performed the arithmetical accuracy of the 

computation of ECL. 

• Involved our experts to verify the consistency 
of the ECL model developed by the 
management experts with the requirements of 
IFRS 9. 
 

• Evaluated the reasonableness of key 

assumptions made and judgments applied; 

and, 

• Considered the appropriateness of forward-

looking macro-economic factors to reflect the 

impact of future events on expected credit 

losses. 

 

 

We also reviewed the adequacy and appropriateness of 

disclosures made in the accompanying consolidated 

financial statements in relation to implementation of the 

new standard. 
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Independent auditor's report to the shareholders of Thob Al Aseel Company (continued) 

 

Other information 

Management is responsible for the other information. The other information comprises the information included in 

the Group’s Annual Report, but does not include the consolidated financial statements and our auditor’s report 

thereon), which is expected to be made available to us after the date of this auditor’s report. 

 

Our opinion on the consolidated financial statements does not cover the other information and will not express any 

form of assurance conclusion thereon. 

 

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information 

identified above and, in doing so, consider whether the other information is materially inconsistent with the 

consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 

misstated. 

 

When we read the Group's Annual Report, if we conclude that there is a material misstatement therein, we are 

required to communicate the matter to those charged with governance. 

 

Responsibilities of management and those charged with governance for the consolidated financial 

statements 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 

accordance with International Financial Reporting Standards, that are endorsed in the Kingdom of Saudi Arabia and 

other standards and pronouncements issued by SOCPA, and the applicable requirements of the Regulations for 

Companies and the Company’s By-laws, and for such internal control as management determines is necessary to 

enable the preparation of consolidated financial statements that are free from material misstatement, whether due to 

fraud or error. 

 

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 

basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no 

realistic alternative but to do so 

 

Those charged with governance are responsible for overseeing the Group’s financial reporting process. 

 

Auditor’s responsibilities for the audit of the consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with International Standards on Auditing, that are endorsed in the Kingdom of Saudi Arabia, will always 

detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions 

of users taken on the basis of these consolidated financial statements. 

 

As part of an audit in accordance with International Standards on Auditing, that are endorsed in the Kingdom of Saudi 

Arabia, we exercise professional judgment and maintain professional scepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 

omissions, misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Group’s internal control. 
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Independent auditor's report to the shareholders of Thob Al Aseel Company (continued) 

 

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

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on 

the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 

significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty 

exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated 

financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on 

the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may 

cause the Group to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 

disclosures, and whether the consolidated financial statements represent the underlying transactions and events 

in a manner that achieves fair presentation. 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business 

activities within the Group to express an opinion on the consolidated financial statements. We are responsible 

for the direction, supervision and performance of the Group audit. We remain solely responsible for our audit 

opinion. 

 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing 

of the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

during our audit. 

 

We also provide those charged with governance with a statement that we have complied with relevant ethical 

requirements regarding independence, and to communicate with them all relationships and other matters that may 

reasonably be thought to bear on our independence, and where applicable, related safeguards. 

 

From the matters communicated with those charged with governance, we determine those matters that were of most 

significance in the audit of the consolidated financial statements of the current period and are therefore the key audit 

matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about 

the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our 

report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest 

benefits of such communication.   

PricewaterhouseCoopers 

 

 

 

 

 

Mufaddal Abbas Ali 

License No. 447 

 

8 Rajab 1442H 

(20 February 2021) 
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Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Consolidated statement of financial position 

(All amounts are in Saudi Riyals unless otherwise stated) 

 

 Note  As at 31 December 

   2020  2019 

Assets      

Non-current assets      

Property and equipment 4  15,721,185  4,589,139 

Right of use assets 5  18,486,525  18,209,174 

Intangible assets 6  918,620  1,107,717 

Total non-current assets   35,126,330  23,906,030 

Current assets      

Inventory 7  340,877,734  299,974,191 

Trade receivables 9  197,959,507  145,677,141 

Prepayments and other receivables 10  9,907,014  22,187,597 

Cash and cash equivalents 12  65,743,784  116,867,592 

Total current assets   614,488,039  584,706,521 

Total assets   649,614,369  608,612,551 

Shareholders’ equity and liabilities      

Shareholders' equity      

Share capital 17  300,000,000  300,000,000 

Other reserves   42,912,185  42,912,185 

Statutory reserve 18  58,309,559  50,070,768 

Retained earnings   141,585,540  135,551,628 

Total shareholders’ equity   542,807,284  528,534,581 

Liabilities      

Non-current liabilities      

Lease liabilities 5  4,516,184  3,168,974 

Employees’ end of service benefits 16  12,701,232  11,611,626 

Total non-current liabilities   17,217,416  14,780,600 

Current Liabilities      

Trade payables   30,536,792  23,490,723 

Credit facilities 13  9,110,316  - 

Lease liabilities 5  13,727,906  11,850,316 

Accrued expenses and other liabilities 14  20,829,938  15,169,955 

Provision for zakat 15  15,384,717  14,786,376 

Total current liabilities   89,589,669  65,297,370 

Total liabilities   106,807,085  80,077,970 

Total shareholders’ equity and liabilities   649,614,369  608,612,551 

 
Notes on pages 10 to 35 form an integral part of these consolidated financial statements. 

 
Chief Financial Officer Chief Executive Officer Chairman of the Board 
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Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

Consolidated statement of income 
(All amounts are in Saudi Riyals unless otherwise stated) 

 

 Note  For the year ended 31 December 

   2020  2019 

      

Revenue  22  527,337,700  477,210,001 

Cost of sales   (338,849,110)  (296,497,057) 

Gross profit   188,488,590  180,712,944 

General and administrative expenses 23  (33,579,949)  (36,135,790) 

Selling and distribution expenses 24  (39,807,006)  (42,601,744) 

Impairment losses on trade receivables 9  (17,170,242)  (7,057,584) 

Other income 25  1,152,727  1,038,376 

Operating profit   99,084,120  95,956,202 

Finance cost 5  (1,388,299)  (803,550) 

Profit for the year before zakat   97,695,821  95,152,652 

      

Zakat expense 15  (15,307,911)  (14,778,159) 

Profit for the year   82,387,910  80,374,493 

Basic and diluted earnings per share attributable to the 

shareholders of the Company (in Saudi Riyals) 21  2.75  2,68 

 
Notes on pages 10 to 35 form an integral part of these consolidated financial statements. 

 
 
 

Chief Financial Officer Chief Executive Officer Chairman of the Board 
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Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

Consolidated statement of comprehensive income 
(All amounts are in Saudi Riyals unless otherwise stated) 

 

 Note  For the year ended 31 December 

   2020  2019 

      

Profit for the year   82,387,910  80,374,493 

Other comprehensive income      

Items that may not be reclassified subsequently in the 

statement of income:      

Re-measurement of employees’ end of service benefits 16  (615,207)  159,280 

Total comprehensive income for the year   81,772,703  80,533,773 

 
Notes on pages 10 to 35 form an integral part of these consolidated financial statements. 

 
 
 

Chief Financial Officer Chief Executive Officer Chairman of the Board 
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Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

Consolidated statement of changes in shareholders’ equity 

(All amounts are in Saudi Riyals unless otherwise stated) 

 

 Note  Share capital  Other reserves  

Statutory 

reserve  Retained earnings  

Total 

shareholders' 

equity 

Balance as at 1 January 2019   300,000,000  42,912,185  42,033,319  123,055,304  508,000,808 

Profit for the year    -  -  -  80,374,493  80,374,493 

Other comprehensive income   -  -  -  159,280  159,280 

Total comprehensive income for the year   -  -  -  80,533,773  80,533,773 

Transfer to statutory reserve 18  -  -  8,037,449  (8,037,449)  - 

Transactions with shareholders’ in their capacity as 

owners:            

Dividends  19  -  -  -  (60,000,000)  (60,000,000) 

Balance as at 31 December 2019   300,000,000  42,912,185  50,070,768  135,551,628  528,534,581 

            

Balance as at 1 January 2020   300,000,000  42,912,185  50,070,768  135,551,628  528,534,581 

Profit for the year    -  -  -  82,387,910  82,387,910 

Other comprehensive loss   -  -  -  (615,207)  (615,207) 

Total comprehensive income for the year   -  -  -   81,772,703  81,772,703 

Transfer to statutory reserve 18  -  -  8,238,791  (8,238,791)  - 

Transactions with shareholders’ in their capacity as 

owners:            

Dividends  19  -  -  -  (67,500,000)  (67,500,000) 

Balance as at 31 December 2020   300,000,000  42,912,185  58,309,559  141,585,540  542,807,284 

Notes on pages 10 to 35 form an integral part of these consolidated financial statements. 

 

 

 

 

Chief Financial Officer Chief Executive Officer Chairman of the Board 
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Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

Consolidated statement of cash flows 
(All amounts are in Saudi Riyals unless otherwise stated) 

 
 Note  For the year ended 31 December 

   2020  2019 

Cash flows from operating activities      
Profit for the year before zakat   97,695,821  95,152,652 
Adjustments for non-cash items      
Depreciation of property and equipment 4  1,783,666  2,091,683 
Amortisation of intangible assets 6  201,347  184,367 
Depreciation expense of the right of use assets 5  11,199,032  12,177,995 
Provision for slow-moving inventories 7  2,138,683  1,871,386 
Lease Concession -IFRS 16 5  (1,305,640)  - 
Provision for impairment of prepayments and other receivables 10  -  1,560,550 
Gains on disposal of property and equipment 25  (235,778)  (145,544) 
Impairment losses on trade receivables 9  17,170,242  7,057,584 
Provision for employees’ end of service benefits 16  1,662,744  1,697,209 
Finance cost 5  1,388,299  803,550 
Change in working capital      
Inventory   (43,042,226)  (42,420,093) 
Trade receivables   (69,452,608)  (40,761,290) 
Prepayments and other receivables   12,280,583  (4,484,788) 
Trade payables   7,046,069  11,516,011 
Accrued expenses and other liabilities   5,659,983  8,345,337 
Zakat paid 15  (14,709,570)  (13,529,397) 
Employees’ end of service benefits paid 16  (1,188,345)  (629,115) 

Net cash generated from operating activities   28,292,302  40,488,097 

Cash flows from investing activities      
Purchase of property, equipment and intangible assets 4-6  (12,977,544)  (2,559,692) 
Proceeds from disposal of property and equipment   285,360  164,868 

Net cash used in investing activities   (12,692,184)  (2,394,824) 

Cash flows from financing activities      
Lease payments   (8,334,242)  (12,540,672) 
Proceeds from credit facilities   9,110,316  - 
Dividends paid 19  (67,500,000)  (60,000,000) 

Net cash used in financing activities   (66,723,926)  (72,540,672) 

Net change in cash and cash equivalents   (51,123,808)  (34,447,399) 
Cash and cash equivalents at the beginning of the year   116,867,592  151,314,991 

Cash and cash equivalent at the end of the year 12  65,743,784  116,867,592 

      
Significant non-cash transactions:      

Right of use assets 5  11,476,383  26,756,413 

Re-measurement of employees’ end of service benefits 16  (615,207)  159,280 

 

 

Notes on pages 10 to 35 form an integral part of these consolidated financial statements. 

 

 

 

 

Chief Financial Officer Chief Executive Officer Chairman of the Board 

 

 



Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Notes to the consolidated financial statements for the year ended 31 December 2020 

(All amounts are in Saudi Riyals unless otherwise stated) 
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1- General information 
 

Thob Al Aseel Company (the “Company”) is a Saudi joint stock Company registered in the Kingdom of Saudi 

Arabia under Commercial Registration number 1010071301 on 1 Dhu Al-hijah 1437H (corresponding to 5 

September 2016). 
 

The Company’s registered address is Kingdom of Saudi Arabia, Riyadh, King Fahad Road, opposite to the 

Insurance Complex, Postal code: 11426, PO box: 23236. 
 

The Company’s main activity is to import, export, wholesale retail in fabrics and readymade clothes.  
 

The Company practices its activities through 20 branches (2019: 20 branches), each having a separate 

commercial registration. 
 

As at 4 November 2019, The Capital Market Authority (CMA) approved Thob Al Aseel Company's request 

dated 16 October 2019 to be listed from the parallel market to the main market. The Company’s shares 

were listed and traded in the main market as of 10 November 2019. 
 

The consolidated financial statements include the accounts of the Company and its subsidiary (collectively 

referred to as the “Group”) as follows: 
 

    

Ownership percentage as at 

31 December 

Subsidiary  Country of incorporation  2020  2019 

AlJedaie Fabrics 

Company  Kingdom of Saudi Arabia  100%  100% 
 

Subsidiary 
 

AlJedaie Fabrics Company (the “Subsidiary”) was incorporated as a limited liability Company in Riyadh in 

the Kingdom of Saudi Arabia under commercial registration number 1010048637 dated 22 Jumada Al-Awal 

1438H (corresponding to 19 February 2017). The Subsidiary is mainly engaged in sales of textiles, clothing 

and wholesale of women's and men's fabrics, sewing supplements, men's clothing, women's clothing, 

children's clothing and retail for fabrics and men's clothing. Other reserves represent the amount resulted 

from the merge of AlJedaie Fabrics Company during 2017 before it was re-incorporated during the same 

year. Such reserves are not available for distribution without shareholders approval. 
 

The subsidiary practices its activities through 33 branches (2019: 33 branches, each having a separate 

commercial registration. 
 

The significant accounting policies set out below have been applied in preparing these consolidated financial 

statements, and these policies are applied consistently over all the presented periods, unless otherwise 

stated. 

 
2- Summary of significant accounting policies 

2-1 Basis of preparation 

 

2-1-1 Compliance with International Financial Reporting Standards (“IFRS”)  
 

The Group’s consolidated financial statements have been prepared in accordance with IFRS, that are 

endorsed in the Kingdom of Saudi Arabia, and other standards and pronouncements issued by SOCPA.. 

 

2-1-2 Historical cost convention 
 

These consolidated financial statements have been prepared on a historical cost basis, except for the 

following: 

 

• Employees’ end of service benefits, which have been measured at the present value of future 

obligations using the projected unit credit method. 

• Lease obligations are measured at net present value of lease payments. 

  



Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Notes to the consolidated financial statements for the year ended 31 December 2020 

(All amounts are in Saudi Riyals unless otherwise stated) 
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2- Summary of significant accounting policies (continued) 

 

2-1-3 New standards and interpretations adopted by the Group  

 

The Group has applied the following standards and amendments for the first time for their annual reporting 

period commencing 1 January 2020: 

• Definition of Material – amendments to IAS 1 and IAS 8 

• Definition of a Business – amendments to IFRS 3 

• Interest Rate Benchmark Reform – amendments to IFRS 9, IAS 39 and IFRS 7 

• Revised Conceptual Framework for Financial Reporting 

 

The amendments listed above did not have any impact on the amounts recognised in prior periods and are 

not expected to significantly affect the current or future periods. 

 

Amendments on International Financial Reporting Standard 16 (IFRS 16) “COVID - 19 - Related Rent 

Concessions” issued by SOCPA in May 2020 

 

As a practical expedient, a lessee may elect not to assess whether a rent concession that meets the 

conditions in paragraph 46B of IFRS 16 is a lease modification. A lessee that makes this election shall 

account for any change in lease payments resulting from the rent concession the same way it would account 

for the change applying this standard if the change were not a lease modification. 

 

The practical expedient in paragraph 46A applies only to rent concessions occurring as a direct 

consequence of the COVID-19 pandemic and only if all the following conditions are met: 

 

a. the change in lease payments results in revised consideration for the lease that is substantially the 

same as, or less than, the consideration for the lease immediately preceding the change;  

b. any reduction in lease payments affects only payments due on or before 30 June 2021; and  

c. there is no substantive change to other terms and conditions of the lease. 

 

Measurement 

 

A lessee that uses the practical expedient accounts for any change in lease payments resulting from the 

rent concession in the same way that it would account for the change applying IFRS 16 if the change were 

not a lease modification. 

 

A lessee applying the practical expedient would generally account for a forgiveness or waiver of lease 

payments as a variable lease payment, applying paragraph 38 of IFRS 16 – that is, recognising the 

concession in the period in which the event or condition that triggers those payments occurs. The lessee 

would also make a corresponding adjustment to the lease liability, in effect derecognising the part of the 

lease liability that has been forgiven or waived. 

 

The Group has applied the practical expedient to all rent concessions that meet the conditions in paragraph 

46B. The resulted impact has reduced the Group’s general and admnistartive, selling and distribution and 

lease liabilities for the year ended 31 December 2020 by Saudi Riyals 1.3 Million (See note5). 

 

2-1-4 New standards and interpretations not yet adopted 

 

Certain new accounting standards and interpretations have been published that are not mandatory for 31 

December 2020 reporting periods and have not been early adopted by the Group. These standards are not 

expected to have a material impact on the entity in the current or future reporting periods and on foreseeable 

future transactions. 

  



Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Notes to the consolidated financial statements for the year ended 31 December 2020 

(All amounts are in Saudi Riyals unless otherwise stated) 
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2- Summary of significant accounting policies (continued) 

 

2-2 Principles of consolidation 

 

The consolidated financial statements comprise the financial statements of the Company and its subsidiary. 

 

Subsidiary 

Subsidiary is an entity over which the Group has control. The Group controls an entity when the Group is 

exposed, or has rights, to variable returns from its involvement with the entity and has the ability to affect 

those returns through its right to direct the activities of this entity. Subsidiaries are fully consolidated from 

the date on which control is transferred to the Group. They are de-consolidated from the date that control 

ceases. 

 

Intergroup transactions, balances and unrealised gains on transactions between Group companies are 

disposed. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment 

of the transferred asset. Accounting policies of the subsidiary have been changed where necessary to 

ensure consistency with the policies adopted by the Group. 

 

2-3 Segment reporting 

 

Operating segments are reported in a manner consistent with the internal reporting provided to the Group’s 

Chief Executive Officer, who is the Chief Operating Decision Maker (‘’CODM’’). An operating segment is a 

component of the Group that engages in business activities from which it may earn revenues and incur 

expenses, including revenues and expenses that relate to transactions with any of the Group’s other 

components.  

 

2-4 Foreign currency translations  

 

a) Functional and presentation currency 

 

Items included in the financial statements of each of the Group and its subsidiary are measured using the 

currency of the primary economic environment in which the Group and its subsidiary operate (‘the functional 

currency’). 

 

The consolidated financial statements are presented in Saudi Riyals (“SAR”), which is the Group’s functional 

and presentation currency. 

 

b) Transactions and balances 
 

Foreign currency transactions are translated into the functional currency using the exchange rates at the 

dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such 

transactions and from the translation of monetary assets and liabilities denominated in foreign currencies 

at year end exchange rates are generally recognised in profit or loss. They are deferred in shareholders’ 

equity if they relate to qualifying cash flow hedges and qualifying net investment hedges or are attributable 

to part of the net investment in a foreign operation. 

  



Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Notes to the consolidated financial statements for the year ended 31 December 2020 

(All amounts are in Saudi Riyals unless otherwise stated) 
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2- Summary of significant accounting policies (continued) 

 

2-5 Property and equipment 
 

Initial recognition 

Property and equipment are recognised as an asset when, and only when, it is probable that the future 

economic benefits that are associated with the property and equipment will flow to the Group, and the cost 

of the asset can be measured reliably. Property and equipment are recognised and measured initially at 

cost, net of accumulated depreciation and impairment losses, if any. Cost includes the fair value of the 

consideration given to acquire the asset (net of discounts and rebates) and any directly attributable cost, 

such as site preparation cost, delivery, installation costs, relevant professional fees and the estimated cost 

of dismantling and removing the asset and restoring the site (to the extent that such cost is recognised as 

a provision). When parts of property and equipment are significant in cost in comparison to the total cost of 

the item and such parts have a useful life different than other parts, the Group recognises such parts as 

individual assets and depreciates them accordingly. 
 

Subsequent measurement 

The Group adopts the cost model to measure the entire classes of property and equipment. After recognition 

as an asset, an item of property and equipment is carried as its cost less accumulated depreciation and 

impairment losses, if any. 
 

Subsequent expenditure 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as 

appropriate, only when it is probable that future economic benefits associated with the item will flow to the 

Group and the cost of the item can be measured reliably. 
 

Depreciation 

Useful lives are determined by management based on the expected usage of the asset, expected physical 

wear and tear, technical and commercial obsolescence, legal and similar limits on the use of the assets and 

other similar factors. Depreciation is calculated on a straight-line basis over the below useful lives and is 

recognised in the consolidated statement of income: 
 

Category Depreciation rate 

  

Buildings 3% 

Vehicles 25% 

Computers  10–33% 

Office furniture and equipment 20–25% 

 

Land and assets under construction are not depreciated.  
 

De-recognition 

Property and equipment are derecognised when it has been disposed or no future economic benefits are 

expected to arise from its use or disposal. Gains or losses arising from de-recognition of an item of property 

and equipment is included in the consolidated statement of income at the time the item is derecognised. 
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2- Summary of significant accounting policies (continued) 

 

2-6 The Group’s leasing activities and how these are accounted for 

 

The Group leases various warehouse facilities, offices and branches rentals and others. Lease terms are 

negotiated on an individual basis. Rental contracts are typically made for fixed periods of 1 year to 5 years 

but may have extension options the lease agreements do not impose any covenants other than the security 

interests in the leased assets that are held by the lessor. Leased assets may not be used as security for 

borrowing purposes. 

 

Assets and liabilities arising from the lease are initially measured on a present value basis. 

 

Lease liabilities include the net present value of the following lease payments: 

• fixed payments (including significant fixed payments), less any lease incentive receivables; 

• variable lease payments that are based on an index or a rate; 

• amounts expected to be payable by the lessee under residual value guarantees; 

• the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; 

and 

• payments of penalties for terminating the lease, if the lease term reflects the lessee exercising 

that option. 

Lease payments to be made under reasonably certain extension options are also included in the 

measurement of the liability. The lease payments are discounted using the interest rate implicit in the lease. 

If that rate cannot be readily determined, which is generally the case for leases in the Group, the lessee’s 

incremental borrowing rate is used, being the rate that the individual lessee would have to pay to borrow 

the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic 

environment with similar terms, security and conditions. 

 

To determine the incremental borrowing rate, the Group: 

• where possible, uses recent third-party financing received by the individual lessee as a starting point, 

adjusted to reflect changes in financing conditions since third party financing was received; 

• uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases, 

which does not have recent third-party financing, and 

• makes adjustments specific to the lease, e.g. term, country, currency and security. 

If a readily observable amortising loan rate is available to the individual lessee (through recent financing or 

market data) which has a similar payment profile to the lease, then the Group entities use that rate as a 

starting point to determine the incremental borrowing rate. 

 

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or 

loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of 

the liability for each period. 

 

Right-of-use assets are measured at cost comprising the following: 

• the amount of the initial measurement of lease liability 

• any lease payments made at or before the commencement date less any lease incentives 

received 

• any initial direct costs; and 

• restoration costs. 

 

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term 

on a straight-line basis.  

 

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-

line basis as an expense in the consolidated statement of income. Short-term leases are leases with a lease 

term of 12 months or less without a purchase option. 
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2- Summary of significant accounting policies (continued) 

 

2-7 Intangible assets 

 

Intangible assets acquired separately are measured at cost upon initial recognition. Following initial 

recognition, intangible assets are carried at cost less accumulated amortisation and accumulated 

impairment losses, if any. 

 

The useful lives of intangible assets are classified to be either definite or indefinite. Intangible assets with 

finite lives are amortised over the useful economic life and assessed for impairment whenever there is an 

indication that the intangible asset may be impaired. 

 

The amortisation period and method for an intangible asset with a finite useful life are reviewed at least at 

each financial year-end. 

 

Changes in the expected useful life or the expected pattern of consumption of future economic benefits 

embodied in the asset, are accounted for by changing the amortisation period or method, as appropriate, 

and are treated as changes in accounting estimates. The amortisation expense on intangible assets with 

finite lives is recognised in the consolidated statement of income in the expense category consistent with 

the function of the intangible asset. 

 

Software 

Intangible assets, consisting of computer software, are recorded at cost, net of accumulated amortisation 

and impairment losses, if any. Software is amortised on a straight-line basis over a period of 8 to 10 years. 

 

Directly attributable costs that are capitalised as part of the software include employee costs and an 

appropriate portion of relevant overheads. Capitalised development costs are recorded as intangible assets 

and amortised from the point at which the asset is ready for use. 

 

2-8 Impairment of assets 

 

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually 

for impairment, or more frequently if events or changes in circumstances indicate that they might be 

impaired. Other assets are tested for impairment whenever events or changes in circumstances indicate 

that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which 

the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an 

asset’s fair value less costs of disposal and value in use. For the purposes of assessing impairment, assets 

are grouped at the lowest levels for which there are separately identifiable cash inflows which are largely 

independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-financial 

assets that suffered an impairment are reviewed for possible reversal of the impairment at the end of each 

reporting period. 

 

2-9 Financial instruments 

 

Classification of financial assets 

The Group classifies its financial assets under the following categories: 

• those to be measured subsequently at fair value (either through OCI or through profit or loss), and 

• those to be measured at amortised cost. 

 

The classification depends on the Group business model for managing the financial assets and the 

contractual terms of the cash flows. 

 

For assets measured at fair value, gains and losses will either be recorded in profit or loss or other 

comprehensive income. 
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2- Summary of significant accounting policies (continued) 

 

2-9 Financial instruments (continued) 

 

The Group measures financial asset at amortised cost when it is within the business model to hold assets 

in order to collect contractual cash flows, and contractual terms of the financial asset give rise on specified 

dates to cash flows that are solely payments of principal and interest on the principal amount outstanding. 

 

Classification of financial liabilities 

The Group classifies all financial liabilities as subsequently measured at amortised cost using the effective 

interest rate method except for financial liabilities at fair value through profit or loss, if any.  

 

The Group designates a financial liability at fair value through profit or loss if doing so eliminates or 

significantly reduces measurement or recognition inconsistency or where a group of financial liabilities is 

managed, and its performance is evaluated on a fair value basis. 

 

Offsetting financial assets and liabilities 

Financial assets and liabilities are offset and the net amount reported in the consolidated statement of 

financial position where the Group currently has a legally enforceable right to offset the recognised amounts, 

and there is an intention to settle on a net basis or realise the asset and settle the liability simultaneously. 

 

Reclassifications 

Financial assets are reclassified when the Group changes its business model for managing financial assets. 

For example, when there is a change in management’s intention to hold the asset for a short term or long 

term. Financial liabilities are not reclassified. 

 

Initial measurement 

 

At initial recognition, financial assets or financial liabilities are measured at their fair value. Transaction costs 

of financial assets carried at fair value through profit or loss are expensed through recognition in the 

consolidated statement of income. In the case of financial assets or financial liabilities not at fair value 

through profit or loss, its fair value plus or minus transaction costs that are directly attributable to the 

acquisition or issue of the financial asset or financial liability is the initial recognition amount. Trade 

receivables are measured at transaction price. 

 

Subsequent measurement 

 

After initial recognition, financial assets and financial liabilities are measured in accordance with their 

classification. 

 

De-recognition 

 

The Group derecognises a financial asset when, and only when the contractual rights to the cash flows from 

financial asset expire, or it transfers substantially all the risks and rewards of ownership of the financial 

asset. 

 

Financial liabilities are derecognised when the obligations specified in the contract is discharged, cancelled 

or expires. A substantial change in the terms of a debt instrument is considered as an extinguishment of the 

original liability and the recognition of a new financial liability. 
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2- Summary of significant accounting policies (continued) 

 

2-9 Financial instruments (continued) 

Impairment 

The Group assesses on a forward-looking basis the expected credit loss associated with its as part of its 

financial assets carried at amortised cost and debt instruments carried at fair value through other 

comprehensive income. 

 

For trade receivable, the Group applies the simplified approach, which requires recognising the expected 

losses based on the age from the date of the initial recognition of the accounts receivable. To measure 

expected credit losses, trade receivable is grouped based on the characteristics of the joint credit risk and 

the number of obsolete days. The expected loss rates were derived from the historical information of the 

Group and adjusted to reflect the expected future result, which also includes future information for 

macroeconomic factors such as inflation and the rate of growth of GDP. 

 

Other financial assets such as employees’ receivables and bank balances have low credit risk. Therefore, 

the effect of the expected credit loss is insignificant. 

 

The Group recognises the expected credit loss provision of the financial asset at each reporting date, the 

Group recognises in the consolidated statement of income the amount of the change in lifetime expected 

credit losses as a reverse or charge of impairment. 

 

2-10 Fair value measurement 

 

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 active market for the asset or liability, or 

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

 

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. 

 

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 assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements 

are categorised within the fair value hierarchy, described as follows, based on the lowest level input that is 

significant to the fair value measurement as a whole: 

 

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

• Level 2: inputs other than quoted prices included within 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). 

 

For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, 

the Group determines whether transfers have occurred between levels in the hierarchy by re-assessing  

 

categorization (based on the lowest level input that is significant to the fair value measurement as a whole) 

at the end of each reporting period. 

 

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the 

basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy, 

as explained above. 
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 Summary of significant accounting policies (continued) 
 

2-11 Cash and cash equivalents 

 

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other 

short-term, highly liquid investments with original maturities of three months or less that are readily 

convertible to known amounts of cash and which are subject to an insignificant risk of changes in value. 

 

2-12 Trade receivables  

 

Trade receivables are recognised initially at the unconditional transaction cost unless these receivables 

include a significant financing component at fair value. They are subsequently measured at amortised cost 

using the effective interest rate method less loss allowance. 

 

The Group applies the simplified approach to make a provision for expected credit losses, which uses a 

lifetime expected loss allowance for all trade receivables. Provision for impairment is made based on the 

Group’s management best estimate of expected credit losses relating to those receivables. Such estimate 

is based on the customers’ financial status and historical write-off experience. Trade receivable balances 

are written off against such provision after all means of collection have been exhausted and potential of 

recovery is remote. Bad debts written off as such are recorded in the consolidated statement of income as 

incurred. 

 

2-13 Inventories 

 

Inventories are finished goods that are stated at the lower of cost or net realisable value. The cost includes 

import duties, non-refundable taxes, transport and handling costs and any other directly attributable costs 

less discounts, rebates and similar items. Costs are assigned to individual items of inventory on the basis 

of weighted average cost. Net realizable value is the estimated selling price in the ordinary course of 

business, less estimated costs necessary to make the sale. 

 

The amount of any write-down of inventories to net realisable value and all losses of inventories are 

recognised as an expense in the year the write-down or loss occurs. The amount of reversal of any write-

down of inventories, arising from an increase in net realisable value, is recognised as an increase in the 

amount of inventories recognised as a gain in the year in which the reversal occurs. 

 

2.14 Employee benefit obligations 

 

Short term obligations  

Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leaves that are 

expected to be settled wholly within twelve months, after the end of the period in which the employees 

render the related service are recognized in respect of employees’ services up to the end of the reporting 

period and are measured at the amounts expected to be paid when the liabilities are settled. The liabilities 

are presented as current employee benefit obligations in the consolidated statement of financial position. 
 

Employees’ end of service benefits 

The liability recognised in the consolidated statement of financial position in respect of employees’ end of 

service benefits is the present value of the employees’ end of service benefit at the end of the reporting 

period. The employees’ end of service benefit obligation is calculated annually by independent actuaries 

using the projected unit credit method. 
 

The present value of the defined benefit obligation is determined by discounting the estimated future cash 

outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which 

the benefits will be paid, and that have terms approximating to the terms of the related obligation. Since 

there is no deep market in the Kingdom of Saudi Arabia of high-quality corporate bonds, the market return 

rate on governmental bonds in the Kingdom of Saudi Arabia was used to reach the present value of 

employees’ end of service benefit obligation by adjusting for estimated future cash flows. 
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2- Summary of significant accounting policies (continued) 

 

2.14 Employee benefit obligations (continued) 

 

Employees’ end of service benefits (continued) 

The net interest cost is calculated by using the discount rate to the net balance of the employees' end of 

service benefit obligation. This cost is included in employee benefit expense in the consolidated statement 

of income. 

 
Remeasurement gains and losses arising from experience adjustments and changes in actuarial 
assumptions are recognised in the period in which they occur, directly in the consolidated statement of 
comprehensive income. They are included in retained earnings in the consolidated statement of changes 
in shareholders’ equity and in the consolidated statement of financial position. 
 

Changes in the present value of employees’ end of service benefit obligation arising from adjustments or a 

curtailment in plan are recognised directly in the consolidated statement of income as past service costs. 
 

For defined contribution plans, the Group pays contributions to publicly or privately administered pension 

insurance plans on a mandatory, contractual or voluntary basis. The Group has no further payment 

obligations once the contributions have been paid. The contributions are recognised as employee benefit 

expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash 

refund or a reduction in the future payments is available. 
 

Profit sharing and bonus plans 

The Group recognises a liability and an expense for bonuses that takes into consideration the profit 

attributable to the Company’s shareholders. The Group recognises a provision where contractually obliged 

or where there is a past practice that has created a constructive obligation. 
 

2-15 Trade payables 
 

These amounts represent liabilities for goods and services provided to the Group prior to the end of the 

year which are unpaid. The amounts are unsecured and are usually paid within 30 to 90 days of recognition. 

Trade and other payables are presented as current liabilities unless payment is not due within twelve months 

after the reporting period. They are recognised initially at their fair value and subsequently measured at 

amortised cost using the effective interest rate method. 

 

2-16  Credit facilities 

 
Borrowings are initially calculated at fair value, net of transaction costs incurred. Borrowings are 
subsequently measured at amortized cost. Any difference between the proceeds (net of transaction costs) 
and the redemption amount is recognised in profit or loss over the period of the loans using the effective 
interest method. Fees paid on the establishment of loan facilities are recognised as transaction costs of the 
loan to the extent that it is probable that some or all the facilities will be drawn down. In this case, the fees 
are deferred until the draw down occurs. To the extent there is no evidence that it is probable that some or 
all the facilities will be drawn down, the fees are amortized over the period of the facilities to which they 
relate. 

 

2-17 Provisions 
 

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a 

past event, it is probable that an outflow of resources embodying economic benefits will be required to settle 

the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are not 

recognised for future operating losses. Provisions are measured at the present value of management’s best 

estimate of the expenditure required to settle the obligation at the end of the reporting period. The discount 

rate before zakat used to determine the present value is reflects current market assessments of the time 

value of money and the risks specific to the liability. The increase in the provision due to the passage of 

time is recognised as interest expense. 
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2- Summary of significant accounting policies (continued) 

 

2-18 Dividends 

 

Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at 

the discretion of the entity, on or before the end of the reporting period but not distributed at the end of the 

reporting period. As per the corporate laws in KSA, a distribution is authorised when it is approved by the 

shareholders. A corresponding amount is recognized directly in shareholders’ equity. 

 

2-19 Earnings per share 

 

The Group presents basic and diluted earnings per share, if any. Basic earnings per share is calculated by 

dividing the profit or loss attributable to common shareholders of the Group excluding any costs of servicing 

equity other than ordinary shares by the weighted average number of common shares outstanding during 

the year, adjusted for bonus elements in ordinary shares issued during the year and excluding treasury 

shares if any. Diluted earnings per share, if any adjusts the figures used in the determination of basic 

earnings per share to take into account the interest and other financing costs associated with dilutive 

potential ordinary shares, and the weighted average number of additional ordinary shares that would have 

been outstanding assuming the conversion of all dilutive potential ordinary shares. 

 

2-20 Revenue  

 

Sales revenues are measured based on the compensation defined in a contract with a customer, excluding 

the amounts collected on behalf of any third parties, if any. The Group generally recognises revenues when 

it transfers control of a product to a customer, which occurs when the product is delivered to the customer. 

Sales revenues do not include the value-added tax collected. Sales are included in the consolidated 

statement of income net of returns and any granted discounts. 

 

The Group recognises revenues from contracts with customers based on a five-step model as set out in 

IFRS (15) as follows: 

 

Step 1. Identify contract(s) with a customer: A contract is defined as an agreement between two or more 

parties that creates enforceable rights and obligations and sets out the criteria for every contract that must 

be met.  

 

Step 2. Identify performance obligations in the contract: A performance obligation is a promise in a contract 

with a customer to transfer a good or service to the customer.  

 

Step 3. Determine the transaction price: The transaction price is the amount of consideration to which the 

Group expects to be entitled in exchange for transferring promised goods or services to a customer, 

excluding amounts collected on behalf of third parties.  

 

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has 

more than one performance obligation, the Group allocates the transaction price to each performance 

obligation in an amount that depicts the amount of consideration to which the Group expects to be entitled 

in exchange for satisfying each performance obligation.  

 

Step 5. Recognise revenue when (or as) the Group satisfies a performance obligation. 

 

Below is a description of the principal activities, from which the Group earns its revenues: 

 

(a) Sales at the retail outlets 

The Group has a chain of retail outlets under the "Al-Jedaie" brand, which sell men's fabrics. Sales revenues 

are recorded when the customer acquires the product sold by the Group. The transaction cost is paid directly 

upon the customer’s purchase of the product. The Group’s return policy gives customers the right to return 

within three days with certain requirements and some exceptions. 
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2- Summary of significant accounting policies (continued) 

 

2-20 Revenue (continued) 

 

(b) Wholesale 

The Group sells men's clothing and fabrics to other retailers. Sales are recognised when control of the 

products is transferred, that is, when the products are delivered to other retailers and there is no 

impermissible obligation that may affect other retailers' acceptance of the products. This type of sales 

includes a credit period of 30 to 180 days. Generally, wholesale sales are not returned, and merchandise 

returns may only be accepted at the management's discretion. 

 

For all types of sales, historical experience indicates that the refund amounts are completely insignificant 

and therefore, at the time of sale, no liability is recognised against any expected recoveries. The validity of 

this conclusion is evaluated at the date of each reporting period. If the pattern of returns changes, the Group 

recognises a liability for any expected refunds and the corresponding asset (the right to return goods for the 

products expected to be returned), with the related revenues and sales costs adjusted accordingly. 

 

In all types of the sales mentioned above, the price mentioned is the transaction price. The Group does not 

have any contracts where the period between the transportation of the promised goods to the customer and 

the date of payment by the customer exceeds one year; therefore, the Group does not adjust the transaction 

prices to reflect the time value of the money. 

 

2-21 General and administrative expenses 

 

General and administrative expenses include direct and indirect costs not specifically part of cost of revenue 

as required under IFRS, that are endorsed in KSA by SOCPA. Allocations between general and 

administrative expenses and cost of revenue, when required, are made on a consistent basis. 

 

2-22 Selling and distribution expenses 

 

Selling and marketing expenses principally consist of costs incurred in the distribution and sales of the 

Group’s products and services. All other expenses are classified as general and administrative expenses. 

 

2-23 Zakat  

 

Zakat is provided in accordance with the Regulations of the General Authority of Zakat and Tax (“GAZT”) 

in the Kingdom of Saudi Arabia and on accruals basis. The zakat expense is charged to the consolidated 

statement of income. Differences, if any, resulting from the final assessments are adjusted in the reporting 

period in which the assessments are finalized. 

 

2-24 Statutory reserve 

 

In accordance with the Group’s By-Laws and Saudi Arabian Regulations for companies, the Group must 

set aside 10% of its annual consolidated net income as a statutory reserve until it reaches 30% of the 

Company’s share capital. The reserve is not available for distribution. The reserve allocation is made on 

annual basis.  
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3- Significant estimates and judgements 

 

The preparation of the Group’s consolidated financial statements requires the use of certain accounting 

estimates which, by definition, will seldom equal the actual results. Management also needs to exercise 

judgement in applying the Group’s accounting policies. 

 

The estimates and associated assumptions are constantly reviewed. Adjustments resulting from the revision 

of estimates are recognised prospectively. Information about uncertain assumptions and estimates that 

have a significant risk that of resulting in a material adjustment in the year ended 31 December 2019 is 

included in the following notes: 

 

• Assessment of assumptions of employees’ end of service benefits - Note (2-14). 

• Estimate of impairment of trade receivables – Note (2-12). 

• Estimate of lease term - Note (5-D).  

 

4- Property and equipment 

 Land Buildings Vehicles Computers 

Office 

furniture and 

equipment Total 

Cost       

1 January 2020 977,473 1,869,528 11,649,125 2,480,645 10,237,104 27,213,875 

Additions for the year 9,425,000 2,075,000 762,139 58,845 644,310 12,965,294 

Disposals for the year - - (794,250) - (63,420) (857,670) 

31 December 2020 10,402,473 3,944,528  11,617,014 2,539,490 10,817,994 39,321,499 

       

Accumulated 

depreciation       

1 January 2020 - 1,331,305 10,287,018 2,336,618 8,669,795 22,624,736 

Charge for the year - 114,217 831,738 84,675 753,036 1,783,666 

Disposals for the year - - (747,578) - (60,510) (808,088) 

31 December 2020 10,402,473 1,445,522 10,371,178 2,421,293 9,362,321 23,600,314 

       

Net carrying amount       

31 December 2020 10,402,473 2,724,006 1,245,836 118,197 1,455,673 15,721,185 

31 December 2019 977,473 538,223 1,362,107 144,027 1,567,309 4,589,139 

 

 Land Buildings Vehicles Computers 

Office 

furniture and 

equipment Total 

Cost       

1 January 2019 - 1,703,758 11,665,975 2,407,612 9,823,585 25,600,930 

Additions for the year 977,473 165,770 662,200 82,505 472,248 2,360,196 

Disposals for the year - - (679,050) (9,472) (58,729) (747,251) 

31 December 2019 977,473 1,869,528 11,649,125 2,480,645 10,237,104 27,213,875 

       

Accumulated 

depreciation       

1 January 2019 - 1,278,518 9,896,437 2,244,631 7,841,394 21,260,980 

Charge for the year - 52,787 1,052,189 101,071 885,636 2,091,683 

Disposals for the year - - (661,608) (9,084) (57,235) (727,927) 

31 December 2019 - 1,331,305 10,287,018 2,336,618 8,669,795 22,624,736 

       

Net carrying amount       

31 December 2019 977,473 538,223 1,362,107 144,027 1,567,309 4,589,139 

31 December 2018 - 425,240 1,769,538 162,981 1,982,191 4,339,950 
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5- Leases 

The Group recognised right of use assets and related lease liabilities for operating lease contracts for 

warehouse lease contracts, warehouse facilities, offices and branches rentals and others. 

a) Amounts recognised in the consolidation statement of financial position 
 

Cost 2020  2019 

Opening balance 30,387,169  29,746,937 

Additions during the year 11,476,383  640,232 

Ending balance 41,863,552  30,387,169 

    

Accumulated depreciation     

Opening balance 12,177,995  - 

Charge for the year 11,199,032  12,177,995 

 23,377,027  12,177,995 

Net carrying amount    

As at December 31 18,486,525  18,209,174 

    

 

b) Lease liabilities 2020  2019 

Current 13,727,906  11,850,316 

Non-current 4,516,184  3,168,974 

 18,244,090  15,019,290 
 

Lease Liabilities include a due to shareholders amounting to SAR 2.32 million as of 31 December 2020 (31 

December 2019: SAR 2.38 million) (note 11). 
 

c) Amounts recognised in the consolidation statement of profit or loss 

 2020  2019 

Amortisation charge of right-of-use assets-Buildings 11,199,032  12,177,995 

Lease Concession -IFRS 16 – (Note 2-1-3) (1,305,640)  - 
 

Interest expense (included in finance cost) recognized during the period ended 31 December 2020 

amounted to SAR 1.39 Million (31 December 2019: 803.6 thousand).  

D) Key estimates: estimate lease term 

In determining the lease term, management considers all facts and circumstances that create an economic 

incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods 

after termination options) are only included in the lease term if the lease is reasonably certain to be extended 

(or not terminated) taking into consideration other factors such as: 

• Significant leasehold improvements undertaken (or expected to be undertaken) over the term of 

the contract that are expected to have significant economic benefit for the Group; 

• Costs relating to the termination of the lease, such as negotiation costs, relocation costs, costs of 

identifying another underlying asset suitable for the Group’s needs; 

• The importance of that underlying asset to the Group’s operations. 
 

6- Intangible assets 
 

2020  2019 

Cost    

Opening balance 2,251,732  2,052,236 

Additions for the year  12,250  199,496 

 2,263,982  2,251,732 

Accumulated amortisation    

Opening balance 1,144,015  959,648 

Charge for the year 201,347  184,367 

 1,345,362  1,144,015 

    

Net carrying amount    

at year end  918,620  1,107,717 

Intangible assets primarily consist of computer software licenses and their implementation cost.  
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7- Inventories 

 

31 December 

2020  

31 December 

 2019 

    

Finished goods 328,644,769  242,805,337 

Goods on consignment 13,813,800  16,400,521 

Goods in transit 4,547,005  44,757,490 

Less: provision for slow-moving inventory (6,127,840)  (3,989,157) 

 340,877,734  299,974,191 

 

Movement in the provision for slow-moving inventories is as follows: 

 

 2020  2019 

    

Opening balance 3,989,157  2,117,771 

Provided for the year  2,138,683  1,871,386 

Ending balance 6,127,840  3,989,157 

 

8- Financial instruments  

 

8-1  Financial assets at amortize cost 

 

31 December 

2020  

31 December 

 2019 

    

Trade receivable 197,959,507  145,677,141 

Other financial assets at amortize cost  335,416  211,160 

Cash and cash equivalents 65,743,784  116,867,592 

 264,038,707  262,755,893 

 

8-2 Financial liabilities at amortize cost 

 

31 December 

2020  

31 December 

 2019 

    

Trade payables 30,536,792  23,490,723 

Credit facilities 9,110,316  - 
Lease liabilities  18,244,090  15,019,290 

 57,891,198  38,510,013 

 

9- Trade receivables 

 

31 December 

2020  

31 December 

 2019 

    

Trade receivable * 233,156,112  163,631,146 

Cheque under collection -  72,358 

Less: impairment losses on trade receivables (35,196,605)  (18,026,363) 

 197,959,507  145,677,141 

 

* Due to the short-term nature of trade receivables, their carrying value is expected to approximate their fair 

value. 

 

Movement in impairment losses on trade receivables are as follows: 

 2020  2019 

    

Opening balance 18,026,363  12,876,534 

Provided for the year  17,170,242  7,057,584 

Written off during the year  -  (1,907,755) 

Closing balance 35,196,605  18,026,363 
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10- Prepayments and other receivables 

 
31 December 

2020 
 31 December 

2019 

    

Suppliers’ advances 7,864,055  17,549,700 

Employees' advances and receivables 1,612,563  1,488,306 

Prepaid insurance 936,119  986,300 

Insurance claims 897,590  897,590 

VAT – net -  1,288,822 

Due from related parties (Note 11-d) -  87,636 

Others 771,423  2,063,979 

 12,081,750  24,362,333 

Provision for impairment of prepayments and other receivables (2,174,736)  (2,174,736) 

 9,907,014  22,187,597 

 

Movement in the Provision for impairment of prepayments and other receivablesare as follows: 

 2020  2019 

    

Opening balance 2,174,736  711,329 

Provided for the year -  1,560,550 

Written off during the year -  (97,143) 

Ending balance 2,174,736  2,174,736 

 

11- Related parties 

 

a) Transactions with key management personnel: 

 

The following table describes compensations of key management personnel: 

 

 2020  2019 

    

Remuneration of key management 5,073,750  3,323,949 

Short term employees’ benefits 2,353,115  2,774,236 

Employees’ end of service benefits 97,644  94,837 

 7,524,509  6,193,022 

 

b) Significant transaction with related parties 

During the ordinary course of its business, the Group had the following significant related party transactions: 

 Nature of transaction  2020  2019 

      

 Purchase of warehouses  11,500,000  1,143,243 

Shareholders Rentals  1,616,356  2,684,070 

 Purchases  -  1,781,083 

 Sales  -  1,696,133 

 

c) Due to related parties 

 Note Nature of relationship  

31 December 

2020  

31 December 

2019 

       

Shareholders 5 Shareholders  2,317,043  2,380,168 
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11 Related parties (continued) 

 

d) Due from related parties 

  Nature of relationship  

31 December 

2020  

31 December 

2019 

Al-Jedaie Furnitures   Affiliate  -  87,636 

 

12 Cash and cash equivalents 

 

 

31 December 

2020  

31 December 

2019 

    

Bank balances 65,415,137  116,098,849 

Cash on hand 328,647  768,743 

 65,743,784  116,867,592 

 

13 Credit facilities  

 

As at 31 December 2020 The Group has a short term credit facilities in use from a local bank amounting of 

Saudi Riyals 9.1 million (31 December 2019: Nil).as a part  Deferred payments programby Saudi central 

bank (“SAMA”) supporting the efforts of the government in combating the Coronavirus (COVID-19) and 

mitigating its expected financial and economic impacts on the private sector. The Group does not incur any 

costs or expenses against these facilities  

 

14 Accrued expenses and other liabilities 

 

 

31 December 

2020  

31 December 

 2019 

Accrued bonuses 6,525,000  5,113,767 

VAT – net 5,859,214  - 

Accrued salaries 2,750,321  1,783,470 

Contract liabilities 1,450,676  1,943,159 

Meetings attendance allowance 1,131,000  1,131,000 

Commissions payable 774,742  958,089 

Advances from customers 734,919  2,975,472 

Others 1,604,066  1,264,998 

 20,829,938  15,169,955 

 

15 Zakat 

 

15-1 Zakat status 

 

The Group is subject to zakat according to the regulations of the General Authority of Zakat and Tax 

(“GAZT”) in the Kingdom of Saudi Arabia. The Group files its zakat returns on consolidated basis, starting 

from the financial year ended 31 December 2018 and thereafter, Zakat declarations were submitted until 

2019 to the General Authority of Zakat and Income and the payment of Zakat due thereunder. The Group 

also obtained a certificate of zakat valid until 18 Ramadan 1442H corresponding to 30 April 2021. 

 

The Group received Zakat assessments on Zakat returns for the years from 2014 to 2018 claiming zakat 

differences amounted to Saudi Riyals 7.51 million compared to the zakat paid for those years. The Group 

appealed to these amendments and the amount was reduced to Saudi Riyals 3.50 million in January 2021. 

The appeal for the year 2014 has been escalated to the General Secretariat of tax committees. Appeal for 

the years 2015 to 2018 will be submitted during the statutory period to the General Secretariat of tax 

committees. Management believes that it has good reasons to rebut these assessments and has concluded 

that there is no need to adjust the zakat provision. 
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15 Zakat (continued) 

 

15-2 Zakat provision 

 

The movement in the zakat provision of the Group: 

 2020  2019 

Opening Balance 14,786,376  13,537,614 

Charged for the year  15,307,911  14,778,159 

Payments during the year  (14,709,570)  (13,529,397) 

 15,384,717  14,786,376 

 

16 Employees’ end of service benefits 

 

Employees’ end of service benefits – Defined benefit plan 

 

The Group operates a defined benefit plan in line with the Labour Law requirement in the Kingdom of Saudi 

Arabia The end of service benefit payments under the plan are based on the employees' final salaries and 

allowances and their cumulative years of service at the date of their termination of employment, as defined 

by the conditions stated in the Labour Laws of the Kingdom of Saudi Arabia. Employees’ end of service 

benefit plans are unfunded plans and the benefit payment obligation are met when they due. 

 

Amounts recognised in the consolidated statement of financial position. 

The amounts recognised in the consolidated statement of financial position and the movements in the net 

defined benefit obligation during the year are as follows: 

 

 2020  2019 

Opening Balance 11,611,626  10,702,812 

Current service cost 1,334,702  1,279,544 

Interest expense 328,042  417,665 

Total amount recognised in consolidated statement of 

income 1,662,744  1,697,209 

Re-measurement    

Loss on change in financial assumptions 242,148  299,012 

Loss / (Gain) on change in experience 373,059  (458,292) 

Total amount recognised in other comprehensive income 615,207  (159,280) 

Payment during the year (1,188,345)  (629,115) 

 12,701,232  11,611,626 

 

Significant actuarial assumptions 

The significant actuarial assumptions are as follows: 

 2020  2019 

    

Discount rate 1.40%  2.80% 

Salary increase rate 1.50%  1.50% 
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16 Employees’ end of service benefits (continued) 

 

Sensitivity analysis 

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is: 

 

2020   Decrease    Increase   

 Movement  Saudi Riyal  %  Saudi Riyal  % 

          

Discount rate 0.5%  370,324  2.92%  (349,172)  (2.75%) 

Salary increase 0.5%  (264,956))  (2.09%)  278,335  2.19% 

 

2019   Decrease    Increase   

 Movement  Saudi Riyal  %  Saudi Riyal  % 

          

Discount rate 0.5%  347,556  2.99%  (327,753)  (2,82%) 

Salary increase 0.5%  (214,880)  (1.85%)  225,309  1.94% 

 

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions 

constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated.  

 

When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the 

same method (present value of the defined benefit obligation calculated with the projected unit credit method 

at the end of the reporting period) has been applied as when calculating the defined benefit liability 

recognised in the consolidated statement of financial position. The methods and types of assumptions used 

in preparing the sensitivity analysis did not change compared to the prior period.  

 

Effect of defined benefit plan on Group’s future cash flows 

 

The weighted average duration of the defined benefit obligation is 5.66 years. The expected maturity 

analysis of undiscounted defined benefit obligation is as follows: 

 2020 

2021 1,288,701 

2022 3,567,462 

2023 1,143,721 

2024 and beyond 9,974,883 

Total 15,974,767 

 

17 Share capital 

 

The Company’s share capital is SAR 300 million as at 31 December 2020 and 31 December 2019 divided 

into 30 million shares at SAR 10 per share. 

 

18 Statutory reserve 

 

Saudi Regulations for Companies require the Company to set aside 10% of net profits for the year as 

statutory reserves until such reserve equals 30% of the Company's share capital. The balance of the reserve 

ast of 31 December 2020 amountd to SAR 58.3 million (31 December 2019 : SAR 50 million) represents 

amounts transferred from net profits during 2020 and previous periods. This reserve is not currently 

available for distribution to the shareholders. 
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19 Dividends  

 

Final dividends are recorded in the period in which they are approved by the shareholders during the 

General Assembly meeting. The Board of Directors decided in its meetings dated 17 February 2020 and 19 

July 2020 to distribute SAR 37.5 million (SAR 1.25 per share) and SAR 30 million (SAR 1 per share) 

respectively as dividends for the second half of financial year 2019 and the first half of the financial year 

2020 in accordance with an authorization made by the Ordinary General Assembly on 22 May 2019 and 9 

June 2020 for the Board to distribute interim dividends for 2019 and 2020. Dividends have been paid on 18 

March 2020 and 27 September 2020. 
 

The Ordinary General Assembly held on 22 May 2019 approved the recommendation of the Board of 

Directors to distribute SAR 30 million. (1 Saudi Riyal per share) as dividends to shareholders for the second 

half of the financial year 2018. Dividends have been paid on 30 May 2019. 
 

According to the authorization from the general assemply to the Board of Directors to distribute Interim 

dividends to shareholders on a semi-annual or quarterly basis for the financial year 2019, the Board of 

Directors decided in its meeting held on 21 July 2019 to distribute SAR 30 million (in the amount of one 

Saudi Riyals per share) as profits for the first half of the fiscal year 2019. Dividends have been paid on 4 

August 2019. 

 

20 Segment information 

 

20-1  Description of segments and principal activities 

 

The Group manages its operations by business segments. Management treats the operations of these 

segments separately for the purposes of monitoring, decision making and performance assessment. The 

Group mainly trades in fabrics and Thobs where all activities are acrried out in the Kingdom of Saudi Arabia. 

 

Segment Principal Activity 

Thobs  Main activities include readymade clothes sales. 

Fabrics Main activities include Fabrics sales. 

 

20-2  Segments financial information’s  

 

 31 December 2020  31 December 2019 

 Thobs  Fabrics  Gross  Thobs  Fabrics  Gross 

Segment sales 440,754,516  86,583,184  527,337,700  381,504,074  95,705,927  477,210,001 

Inter-segment 

sales  -  -  -  -  -  - 

Gross sales to 

external 

customers 440,754,516  86,583,184  527,337,700  381,504,074  95,705,927  477,210,001 

 

Timing of revenues recognition 

 31 December 2020  31 December 2019 

 Thobs  Fabrics  Gross  Thobs  Fabrics  Gross 

At certain point 

of time 440,754,516  86,583,184  527,337,700  381,504,074  95,705,927  477,210,001 

Over time -  -  -  -  -  - 

Gross revenue 440,754,516  86,583,184  527,337,700  381,504,074  95,705,927  477,210,001 

 

Total segments assets 

 Thobs sector Fabrics sector Eliminations Gross 

     

31 December 2020 602,875,639 105,044,846 (58,306,116) 649,614,369 

31 December 2019 575,340,327 101,171,048 (67,898,824) 608,612,551 
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20- Segment information (continued) 

 

20-2  Segments financial information’s (continued) 

 

Total segments liabilities 

 Thobs sector Fabrics sector Eliminations Gross 

     

31 December 2020 60,012,306 71,575,449 (24,780,670) 106,807,085 

31 December 2019 46,706,155 78,834,289 (45,462,474) 80,077,970 

 

 

20-3  Major customers 

 

The Group’s sales during 2020 for one of the main customers amounted to 25% of the Group’s total sales 

(2019: Nil). 

 

21 Earnings per share 

 

Earnings per share has been calculated by dividing net income for the year ended 31 December 2020 and 

2019 by 30 million shares. 

 

22 Revenue  

 For the year ended 31 December 

 2020  2019 

    

Wholesale 481,989,516  427,409,976 

Retail sales 45,348,184  49,800,025 

 527,337,700  477,210,001 

 

23 General and administrative expenses 

 For the year ended 31 December 

 2020  2019 

    

Salaries and employees’ benefits 20,711,062  20,142,850 

Employees’ other expenses 3,712,689  3,445,961 

Amortization expense of right of use assets 1,578,365  2,280,147 

Depreciation and amortization 1,366,442  1,475,427 

Professional and legal consultancy fees 1,260,497  1,589,388 

Board of directors’ remuneration and allowances 1,131,000  1,131,000 

Maintenance expenses 878,599  1,009,975 

Insurance 860,533  800,900 

Printings, cleaning and hospitality 350,151  360,523 

Post, telephone and internet 239,647  348,368 

Business travel 175,895  1,099,419 

Provision for impairment of prepayments and other receivables -  1,510,942 

Rental concessions (241,667)  - 

Others 1,556,736  940,890 

 33,579,949  36,135,790 
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24 Selling and distribution expenses 

 For the year ended 31 December 

 2020  2019 

    

Salaries and employees’ benefits 17,680,339  20,337,922 

Amortisation expense of right of use assets 9,620,667  9,897,848 

Employees’ other expenses 5,836,284  3,893,541 

Marketing and advertising 2,102,639  1,562,388 

Insurance 1,061,128  1,093,849 

Vehicles expenses 1,037,299  1,323,948 

Printings, cleaning, hospitality and electricity 925,031  976,938 

Loading, unloading, packing and packaging 805,872  1,278,113 

Depreciation and amortization 618,571  800,623 

Maintenance expenses 375,389  208,417 

Post, telephone and internet 196,231  320,111 

Provision for impairment of prepayments and other receivables -  49,608 

Rental concessions (1,063,973)  - 

Others 611,529  858,438 

 39,807,006  42,601,744 

 

25 Other income 

 For the year ended 31 December 

 2020  2019 

    

Gains on disposal of property and equipment 235,778  145,544 

Miscellaneous income 916,949  892,832 

 1,152,727  1,038,376 

 

26 Commitments and Contingencies 

 

31 December 

2020 

 31 December 

2019 

    

Letters of credit 49,767,454  15,608,926 

Others - purchases contracts 19,172,307  37,288,569 

 68,939,761  52,897,495 

 

27 Seasonality of activity 

 

The Group's activity and revenues are influenced by seasonal factors during the year due to the different 

purchasing patterns, and these changes are reflected in the financial results of the Group's business during 

the year. 

 

28 Risk management 

 

The Group’s activities expose it to a variety of financial risks: credit risk, currency risk, liquidity and market 

risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and 

seeks to minimize potential adverse effects on the Group’s financial performance.  

 

Risk management is carried out by the management under policies approved by the board of directors. The 

most significant risks are credit risks, liquidity risks, currency risks and market risks. 

 

Financial instruments carried on the consolidated statement of financial position principally include cash 

and cash equivalents, receivables and certain other assets, payables, credit facilities and certain other 

liabilities. The particular recognition methods adopted are disclosed in the individual policy statements 

associated with each item. 
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28- Risk management (continued) 
 

Credit risk 

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

the other party to incur a financial loss. The Group seeks to manage its credit risk with respect to customers 

by setting credit limits for individual customers and by monitoring outstanding receivables. 

The table below shows the maximum exposure to credit risk for the significant components of the 

consolidated statement of financial position: 

 Note  

31 December 

2020  

31 December 

2019 

      

Bank balances   12  65,415,137  116,098,849 

Trade receivables, prepayments and other receivables  8  198,294,924  145,888,301 

   263,710,061  261,987,150 

 

Credit risks on trade receivable and bank balances are limited to the following: 
 

Bank balances 

Cash balances held with banks having a credit rating of BBB+ and above. 
 

Trade receivables 

The Group applies the simplified approach to providing for expected credit losses prescribed by IFRS 9, 

permits the use of the lifetime expected loss provision for all lifetime trade receivables. The loss provision 

as at 31 December 2020 and 31 December 2019 is determined as follows: 
 

In monitoring customer credit risk, customers are grouped according to their credit characteristics (including 

the type of customer such as retail/ wholesale, etc), trading history with the Group and existence of previous 

financial difficulties. As at 31 December 2020, the exposure to credit risks for trade receivables by types of 

customers was as follows: 
 

Trade receivables as at 31 December 2020 

1- Thobes sector: 

Debt status 

Expected loss 

rate  

Total carrying 

amount  

Expected 

credit losses 

      

Current 0.07%-0.75%  43,132,250  239.392 

Past due > 30 days 0.91%  16,829,350  152,859 

Past due > 60 days 1.16%  19,780,164  229,036 

Past due > 90 days 1.58% - 31.21%  115,831,053  13,665,349 

Overdue for more than two years 

and defaulters 
73.26% - 100٪ 

 16,402,656  15,739,848 

   211,975,473  30,026,484 

2- Fabrics sector: 

Debt status 

Expected loss 

rate  

Gross carrying 

amount 

 Expect credit 

losses 

      

Current 1.47%  1,638,413  24,020 

Past due > 30 days 1.71%  2,010,516  34,414 

Past due > 60 days 1.88%  1,725,438  32,415 

Past due > 90 days 2.18% - 26.09%  11,841,144  1,334,863 

Overdue for more than two years 

and defaulters 68.44% - 100٪  3,965,128  3,744,409 

   21,180,639  5,170,121 

Total   233,156,112  35,196,605 



Thob Al Aseel Company 
(A Saudi Joint Stock Company) 

 
Notes to the consolidated financial statements for the year ended 31 December 2020 

(All amounts are in Saudi Riyals unless otherwise stated) 
 

33 

28- Risk management (continued) 

 

Credit risk (continued) 

 

Trade receivables as at 31 December 2019: 

1- Thobes sector: 

Debt status 

Expected loss 

rate  

Total carrying 

amount  

Expected 

credit losses 

      

Current 0,47%  25,416,795  119,103 

Past due > 30 days 0,56%  27,059,986  152,400 

Past due > 60 days 0,73%  11,767,779  85,371 

Past due > 90 days 1,01% - 26,38%  67,881,743  3,700,912 

Overdue for more than two years 

and defaulters 66,34% - 100%  11,452,683  9,129,388 

   143,578,986  13,187,174 

 

2- Fabrics sector: 

 

Debt status 

Expected loss 

rate  

Gross carrying 

amount 

 Expect credit 

losses 

      

Current 1,44%  1,652,695  23,768 

Past due > 30 days 1,69%  1,318,540  22,230 

Past due > 60 days 1,85%  2,448,369  45,361 

Past due > 90 days 2,15% - 26,27%  10,500,000  957,989 

Overdue for more than two years 

and defaulters 66,40% - 100%  4,132,556  3,789,841 

   20,052,160  4,839,189 

Total   163,631,146  18,026,363 

 

Impairment losses on trade receivables and provision for impairment of prepayments and other receivables 

are as follows: 

 Trade receivable  

Prepayments and 

other receivables  Total 

      

At 1 January 2020 18,026,363  2,174,736  20,201,099 

Charge for the year 17,170,242  -  17,170,242 

At 31 December 2020 35,196,605  2,174,736  37,371,341 

 

Sensitivity analysis for future circumstances expectations as at 31 December 2020 

 Value in SAR 

Basic value for impairment losses in trade receivables 35,196,605 

If the expectations of future circumstances increased by 10% 35,359,796 

If the expectations of future circumstances decreased by 10% 35,033,413 
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28- Risk management (continued) 

 

Liquidity risk 

Liquidity risk is the risk that the Group will encounter inability to secure the required liquidity to meet 

commitments associated with financial instruments. The Group limits its liquidity risk by monitoring the 

collection of trade receivable, managing the payment of accounts payable and ensuring the availability of 

bank facilities. 

 

The Group’s terms of revenue require trade receivable to be paid normally within 30 to 180 days of the date 

of invoice. Trade payables are normally settled within 90 days of the date of invoice.  

 

The table below summarises the maturity profiles of the Group’s financial liabilities based on contractual 

undiscounted payments. 

 

Contractual maturities of financial liabilities  

At 31 December 2020 

Less than 6 

months 6 - 12 months 1-2 years 

Total contractual 

cash flows 

     

Trade payables  30,536,792 - - 30,536,792 

Credit facility 9,110,316 - - 9,110,316 

Lease liabilities 8,576,167 5,529,557 4,385,201 18,490,925 

Total 48,223,275 5,529,557 4,385,201 58,138,033 

 

 

At 31 December 2019 

Less than 6 

months 6 - 12 months 1-2 years 

More than 2 years Total contractual 

cash flows 

      

Trade payables  23,490,723 - - - 23,490,723 

Lease liabilities 7,129,643 5,017,747 2,585,375 650,000 15,382,765 

Total 30,620,366 5,017,747 2,585,375 650,000 38,873,488 

 

Currency risk 

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign 

exchange rates. Saudi Riyal is the Group's functional currency.  

 

The Group did not undertake significant transactions in currencies other than Saudi Riyals and US Dollars 

during the year. As SAR is pegged to US Dollar, the Group is not exposed to significant currency risk. 

 

Market risk 

Market risk is the risk related to losses due to factors that affect the overall performance of such risk. The 

Group believes that the exposure to these factors are not material, thus the Group can manage the effect 

on the consolidated financial statements. 

 

Capital management 

It is the Board of Directors’ policy to maintain an adequate capital base in order to maintain the confidence 

of investors, creditors and the market and to further develop its future activity. The Board of Directors 

monitors the return on capital used and the level of dividends to ordinary shareholders. The Group aims, 

when managing capital, to: 

 

1- protect the Group's ability to continue as a going concern so that it can continue to provide returns to 

the shareholders and benefits to other stakeholders. 

2- provide sufficient return for the shareholders. 
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29 Significant events during the year 

 

In response to the spread of the new Coronavirus (Covid-19) in the Kingdom of Saudi Arabia, where the 

Group operates, and the consequent diSARuption of some aspects of economic and social activities in the 

Kingdom, The management has assessed the impact of the pandemic on its operations and took a series 

of preventive measures, to ensure the health and safety of its employees And its customers and the wider 

community as well as to ensure the continuity of supplying its products to the market. Despite these 

challenges, the Group’s operations improved by creating additional sales channels, which supported the 

Group’s operations during 2020. According to sales figures till 31 December 2020, the Covid-19 pandemic 

did not have a material negative impact on the financial results except for the increase in the balance of 

trade receivables as of 31 December 2020 and impact of this on the impairment losses on trade receivables 

(Note 28). The Group continues to monitor the situation closely to take any necessary actions when needed. 

 

30 Subsequent events 

 

There were no significant subsequent events, since 31 December 2020 till the approval date of consolidated 

financial statements that will have a material effect on the Group’s financial position or performance and 

disclosures as mentioned in these consolidated financial statements. 

 

31 Board of Directors approval 

These consolidated financial statements have been approved by the Board of Directors on Jumada II 29, 

1442AH (corresponding to February 11, 2021). 
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