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Independent Auditors’ Report  
To the Shareholders of Southern Province Cement Company 
A Saudi Joint Stock Company 
Opinion 

We have audited the financial statements of Southern Province Cement Company (a Saudi joint stock 
Company) (“the Company”), which comprise the statement of financial position as at 31 December 2020, the 
statements of profit or loss and other comprehensive income, changes in equity and cash flows for the year 
then ended, and notes to the financial statements, comprising significant accounting policies and other 
explanatory information. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Company as at 31 December 2020, and its financial performance and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards (IFRS) that are endorsed in 
the Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for 
Certified Public Accountants (SOCPA). 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs) endorsed in Kingdom 
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the financial statements section of our report. We are independent of the 
Company in accordance with the professional code of conduct and ethics that are endorsed in the Kingdom 
of Saudi Arabia that are relevant to our audit of the financial statements, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our opinion. 

Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit 
of the financial statements of the current year. These matters were addressed in the context of our audit of 
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate 
opinion on these matters.  
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Independent Auditors’ Report (continued) 
To the Shareholders of Southern Province Cement Company (continued) 
A Saudi Joint Stock Company 

Key audit matter (1) 

Referring to note (5) for the accounting policy of the revenue realization and Note (20) for the disclosure of 
contracts with customers.  

How the matter was addressed in our audit Revenue recognition 

The auditing procedures we performed in relation to 
sales revenue included, among other procedures, 
the following: 
 
• Evaluating the appropriateness of the 

Company's accounting policies related to 
recognition of income from sales, including 
those related to discounts and incentives, as 
well as assessing compliance with the 
requirements of applicable accounting 
standards. 
 

• Evaluated the design and implementation 
related to revenue recognition. 
 

• Performed analytical audit of the revenue by 
comparing the volume of sales and prices on 
monthly basis d for the current year with the 
previous year and determine whether there are 
any significant trends or fluctuations that need to 
be further examined in the light of our 
understanding of current market conditions. 
 

• Based on the sample, we examined the 
revenues recorded with the supporting 
documents to verify revenues is recorded in their 
correct periods. 

During the year ended 31 December 2020, revenue 
from sales amounting to SR 1.65 billion was 
recognized. 
 
Revenue from sales is recognized when a customer 
obtains controls of the goods and this is done upon 
acceptance and delivery of the goods to the 
customer and issuance of a sales invoice in 
accordance with the requirements of IFRS 15, 
Revenue from contracts from clients. 
 
Revenue is one of the core indicators for measuring 
performance, and consequently, there are inherent 
risks through recognizing revenue with more than its 
actual value in order to increase profitability. 
Therefore, the revenue recognition process has 
been considered as a key audit matter. 
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Independent Auditors’ Report (continued) 
To the Shareholders of Southern Province Cement Company (continued) 
A Saudi Joint Stock Company 

Key audit matter (2) 

With reference to Note (4) regarding the use of judgments and estimates in respect of the impairment of 
inventories, as well as Note (8) regarding disclosure of inventories. 

How the matter was addressed in our audit Impairment of spare parts inventory   

Our audit procedures, which are related to the 
verification the appropriateness of the recorded 
provision against the inventory of spare parts, 
included, among other procedures, the following: 
 
• Evaluate the main assumptions used by the 

Company in the assessment of the provision. 
 

• Obtain an authorized report from the financial 
management and technical management of the 
Company that includes the statement of 
stagnant inventory and the extent of spare parts’ 
validity for use and the adequacy of the 
provision made for the stagnant inventory in the 
Company’s books. 
 

• Attend the physical inventory counting at the end 
of the year to monitor and understand the 
Company's procedures in determining the 
inventory of damaged spare parts and monitor 
the physical spare parts inventory counting. 
 

• Perform the following procedures on sample 
basis:  
- Test the aging of spare part  
- Verify the provision calculation process 

carried out by the management. 
 

As at 31 December 2020, the book value of spare 
parts inventory amounted to SR 287 million, which 
is kept for periods that may exceed one financial 
year and this may impact the evaluation of the spare 
parts, which includes the use of judgments in 
estimating provisions for spare parts inventory. 
 
The use of judgments is required to assess the 
appropriate level of provisions for the spare parts 
inventory items that may be damaged or sold for less 
than their cost if the damaged and slow-moving 
quantity is determined. These judgments include the 
management’s expectations regarding the future 
use of these spare parts or plans to exclude or sell 
them. 
 
Due to the significance of the spare parts provision 
and related estimates, this was considered a key 
audit matter. 
 
Refer to note (5) of the accompanying financial 
statements regarding the significant accounting 
policy, note (4) regarding the use of judgments and 
estimates, and note (8) regarding the details of 
movement disclosures in the provision for slow-
moving spare parts. 
 
 

 

Other matter 

The financial statements of the Company for the year ended 31 December 2019 were audited by another 
auditor who expressed an unmodified opinion on those financial statements on 9 March 2020. 

Other information 

Management is responsible for the other information. The other information comprises the information 
included in the annual report but does not include the financial statements and our auditors’ report thereon. 
The annual report is expected to be made available to us after the date of this auditor’s report. 
Our opinion on the financial statements does not cover the other information and we will not express any 
form of assurance conclusion thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above when it becomes available and, in doing so, consider whether the other information is 
materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. 
 
When we read the annual report, when made available to us. If we conclude that there is material 
misstatement therein, we are required to communicate the matter to those charged with governance. 
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Independent Auditors’ Report (continued) 
To the Shareholders of Southern Province Cement Company (continued) 
A Saudi Joint Stock Company 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and 
pronouncements issued by SOCPA, the applicable requirements of the Regulations for Companies, 
Company’s By-laws and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease 
operations, or has no realistic alternative but to do so. 
 
Those charged with governance, Audit Committee, are responsible for overseeing the Company’s financial 
reporting process. 

Auditors’ Responsibilities for the Audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditors' 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 aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these 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 judgement and maintain professional scepticism throughout the 
audit. We also: 
 

• Identify and assess the risks of material misstatement of the 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 Company’s internal control. 
 

• 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 Company's ability to continue as a going concern. If we 
conclude that a material uncertainty exists, then we are required to draw attention in our auditor’s report 
to the related disclosures in the 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 Company to cease to continue as a going 
concern. 
 

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the separate financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 













SOUTHERN PROVINCE CEMENT COMPANY  

(A Saudi Joint Stock Company)  

 

NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 December 2020 

(Expressed in Saudi Riyals) 

10 

 

  

1. COMPANY INFORMATION 

 

South Province Cement Company was established as a Saudi Joint Stock Company (“the Company”) 

under the Royal Decree No. M/3 on 24/3/1397H based on the Council of Ministers Resolution No. 

1074 on 10/8/1394H and is registered in Abha City under the Commercial Registration No. 

5850001443 on 27/04/1399H pursuant to the Ministry of Industry and Electricity Resolution No. 

67/S dated 17/3/1396H. 

 

The Company's main activity is to manufacture and produce cement, its derivatives and accessories, 

and to trade in those products and to carry out all works related directly to the realization of these 

purposes. The Company may have an interest or participate in any way with entities and companies 

that carry out works similar to their work or which may cooperate to achieve their purpose. It may 

own, or purchase shares in these companies, and to merge it or to merge into or to purchase them. 

The Company may have an interest or participate in any form with other companies, provided that 

it does not exceed 20% of its free reserves and does not exceed 10% of the share capital of the 

Company in which it participates. The total number of such shares shall not exceed the value of these 

reserves and the Ordinary General Assembly shall be informed in their first meeting. 

 

The registered address of the Company is as follows: 

 

Southern Province Cement Company 

Abha City 

P. O. Box 548  

Kingdom of Saudi Arabia 

 

The Company operates through three factories, which are as follows: 

a) Jazan, Ahad Al Masarihah city. 

b) Aseer, Bisha Governorate. 

c) Mecca Region, Al Qunfudhah Governorate - Thaloth Emara 

 

The following factories operate under separate industrial licenses that are numbered and dated as 

follows:  

 

Factory  Industrial license No. Industrial license date 

   

Ahad Al Masarihah - Jazan Area  4111021101070 29/04/1441H 

Bisha - Aseer AREA  11 08/04/1441H 

Tehama - Makkah area  411102102693 18/06/1441H 

  

The Company’s shares are listed in the Capital Market Authority in the Kingdom of Saudi Arabia. 

The Company is owned by 48% to major shareholders, while 52% is owned by other shareholders 

as at 31 December 2020 (31 December 2019: 48% by major shareholders and 52% by other 

shareholders). 
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2. BASIS OF PREPERATION 

 

a. Statement of compliance 

 

The accompanying financial statements have been prepared in accordance with the International 

Financial Reporting Standards endorsed in the Kingdom of Saudi Arabia and other standards 

and pronouncements that are issued by the Saudi Organization of Certified Public Accountants 

(SOCPA). 

 

At the beginning of the financial year 2020, the Corona pandemic (Covid 19) swept the world, 

causing disturbances in the economic and commercial sectors in general, and  the Company’s 

management has proactively assessed its impacts on its operations and has taken a series of 

preventive measures to ensure the health and safety of its employees and workers. Despite these 

challenges, the Company's business and operations are currently still largely unaffected. The 

primary demand from customers for the Company's products has not been affected to a large 

extent, although there is a decrease in demand in certain periods during the year. Based on these 

factors, the Company’s management believes that the Covid-19 pandemic did not have a 

material impact on the financial results that were reported for the year ending 31 December 

2020. The Company continues to closely monitor the development of the pandemic even though 

the management at this time is not aware of any expected factors that may change the impact 

of the pandemic on the Company's operations during or after 2021. The Company’s 

management has made an assessment of its ability to continue as a going concern and is satisfied 

that the Company has the resources to continue in business for the foreseeable future. 

Furthermore, the management is not aware of any material uncertainties that may cast 

significant doubt upon the Company’s ability to continue as a going concern. Therefore, the 

Company continues to prepare the financial statements on the going concern basis. The 

Company’s management is currently monitoring the situation and the extent of its impact on 

the Company's operations, cash flows and financial position. The management believes, based 

on its assessment, that the Company has sufficient liquidity available to continue fulfilling its 

financial obligations in the foreseeable future as and when they fall due.  

Accounting policies applied by the Company are set out in note (5). 

 

b. Basis of measurement 

 

The accompanying financial statements are prepared on the historical cost basis, except for the 

defined benefit obligation is measured at the present value of future obligations using the 

projected unit credit method using the accrual basis of accounting and the going concern 

concept.  

 

3. FUNCTIONAL AND PRESENTATION CURRENCY 

 

These financial statements have been prepared in Saudi Arabian Riyals (SR) which is the 

Company’s functional and presentation currency.  

  



SOUTHERN PROVINCE CEMENT COMPANY  

(A Saudi Joint Stock Company)  

 

NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 December 2020 

(Expressed in Saudi Riyals) 

12 

 

 

4. USE OF JUDGEMENTS AND ESTIMATES  

 

The preparation of the financial statements requires management to make judgments, estimates and 

assumptions that affect the application of accounting policies and reported amounts of assets, 

liabilities, income and expenses and actual results may differ from these estimates. 

 

Estimates and assumptions are based on previous experience and factors that may include expecting 

suitable future events which are used to extend book period of dependent assets and liabilities from 

other resources, estimates and assumptions are continuously being evaluated. Revised accounting 

estimates are reviewed in the period in which the estimates are revised in the audit period and future 

periods, if the changed estimates affect current and future periods. 

 

Significant judgments made by the management upon the adopting the Company’s accounting 

policies correspond to the disclosed policies in last year’s financial statements.  

 

Information about significant estimates and uncertainties and significant judgments in applying 

accounting policies that have the most significant effect on the amount recognized in the financial 

statements are described in the following notes: 

 

Measurement of employee benefits obligation 

 

The Company’s obligation in respect of defined benefit plan is calculated by estimating the amount 

of future benefits that employees have earned in current and prior periods and discounting that 

amount to arrive at present value. The calculation is performed annually by a qualified actuary using 

the projected unit credit method. Judgments are used in estimating the actuarial assumptions. Key 

assumptions are disclosed in Note (15). 

 

Impairment for inventory 

 

Management estimates the impairment to reduce the inventory to its net realizable value if the cost 

of the inventory is not recoverable or the inventory is damaged or become an obsolete in whole or 

in part, or if the selling price is lower than cost or any other factors that cause the net realizable value 

to become less than the carrying amount. Management valuation of net realizable value is based on 

the most reliable evidence at the time the estimates are used. These estimates take into account 

fluctuations in prices or costs directly attributable to events occurring after the date of the financial 

statements to the extent that they confirm that the circumstances of such events exist as at end of the 

financial period. 

 

Impairment of trade and other receivables 

 

The Company follows an expected credit loss (“ECL”) model for the impairment of trade 

receivables, this requires the Company to take into consideration certain estimates for forward 

looking factors while calculating the probability of default. 
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4. USE OF JUDGEMENTS AND ESTIMATES (continued) 

 

Impairment of non-financial assets 

 

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

than inventories) to determine whether there is any indication of impairment. If any such indication 

exists, the asset’s recoverable amount is estimated.  

 

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

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

other CGUs.  

 

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less 

costs to sell. Value in use is based on the estimated future cash flows, discounted to their present 

value using a pre-tax discount rate that reflects current market assessments of the time value of 

money and the risks specific to the asset or CGU. 

 

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable 

amount. 

 

The impairment losses are recognised in the statement of profit or loss and other comprehensive 

income. They are collected first to reduce the carrying amount of any goodwill allocated to the CGU, 

and then to reduce the carrying amounts of the other assets in the CGU on a pro rata basis. 

 

Impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the 

carrying amount that would have been calculated, net of depreciation or amortisation, if no 

impairment loss had been recognised. 

 

Useful lives of property, plant and equipment 

 

The Management determines the estimated useful lives of property, plant and equipment for 

calculating depreciation. This estimate is determined after considering the material damage to these 

assets. Management reviews the residual value and useful lives annually and change in amortisation 

charges (if any) are adjusted in current and future periods. 

 

Fair value of assets and liabilities 

 

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

orderly transaction between market participants at the measurement date in the principal or, in its 

absence, the most advantageous market to which the access is available at that date. The fair value 

of a liability reflects its non-performance risk. 

 

When measuring the fair value of an asset or liability, the Company uses observable market data as 

far as possible. Fair values are categorized into levels in a fair value hierarchy based on the inputs 

used in the valuation techniques as follows: 

 

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

be accessed at the measurement date.  
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4. USE OF JUDGEMENTS AND ESTIMATES (continued) 

 

Fair value of assets and liabilities (continued) 

 

• Level 2: Inputs other than quoted prices included 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 assets and liabilities that are not based on observable market data 

(unobservable inputs). 

 

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

value hierarchy, then the fair value measurement is categorized in its entirety in the same level of 

the fair value hierarchy as the lowest input level that is significant to the entire measurement. 

 

The Company recognizes transfers between levels of the fair value hierarchy at the end of the 

reporting period during which the change has occurred. As at 31 December 2020 and 31 December 

2019, there are no transfers between levels. 

 

The carrying values and fair values of financial assets and liabilities including their fair value 

hierarchy are disclosed. It doesn’t include information about fair value of financial assets and 

financial liabilities not measured at fair value if book value reasonably equals fair value in note (27). 

 

5. SIGNIFICANT ACCOUNTING POLICIES 

 

The following accounting policies have been consistently applied to all periods presented in these 

financial statements. 

 

Foreign currencies 

 

Foreign currency transactions 

Transactions in foreign currencies are translated into the respective functional currencies at the 

exchange rates at the dates of the transactions. 

 

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

currency at the exchange rate at the reporting date. Non-financial assets and liabilities that are 

measured at fair value in a foreign currency are translated into the functional currency at the 

exchange rate when the fair value was determined. Non-monetary items that are measured based on 

historical cost in a foreign currency are translated at the exchange rate at the date of the transaction. 

Foreign currency differences are generally recognised in the statement of profit or loss and other 

comprehensive income. 

 

Revenue from contracts with customers 

 

The Company recognizes revenue from contracts with customers based on a five-step model as set 

out in IFRS 15- revenue from contracts with customers. 

 

Step 1 - Identify the 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. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Revenue from contracts with customers (continued) 

 

Step 2 - Identify the 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 Company will allocate the transaction price to 

each performance obligation in an amount that depicts the amount of consideration to which the 

Company expects to be entitled in exchange for satisfying each performance obligation. 

 

Step 5 - Recognize revenue when (or as) the entity satisfies a performance obligation. 

 

If the consideration promised in a contract includes a variable amount, the Company shall estimate 

the amount of consideration to which the Company will be entitled in exchange for transferring the 

promised goods or services to a customer. 

 

An amount of consideration can vary because of discounts, rebates, refunds, credits, price 

concessions, incentives, performance bonuses, penalties or other similar items. The promised 

consideration can also vary if the Company’s entitlement to the consideration is contingent on the 

occurrence or non-occurrence of a future event. 

 

The Company sells packed and non-packed clinker and cement, where selling process is either 

through selling invoices and/or specific contracts with customers.  

 

Sales of goods  

 

For contracts with customers in which the sale of cement is generally expected to be the only 

performance obligation, revenues shall be recognized at the time in which control over asset is 

transferred to the costumer at a specific point in time, which is usually at the delivery date.  

 

The Company recognizes revenue at the point in time at which the customer obtains control of a 

promised asset and the entity satisfies the performance obligations. The Company considers the 

below mentioned indicators to assess the transfer of control of the promised asset: 

 

- The Company has a present right to payment for the asset 

- the customer has legal title to the asset 

- the Company has transferred physical possession of the asset 

- the customer has the significant risks and rewards of ownership of the asset  

- the customer has accepted the asset 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Employee benefits 

 

Defined employee benefit plans 

The Company is required by law to pay end of service benefits (defined benefit plan) in accordance 

with the Saudi Labor Law. The benefit of the end of service benefit equals half the salary of the last 

month of each of the first five years of service, including the fractions of the year, in addition to the 

salary of the last month in full for each year of the subsequent or remaining service, including 

fractions of the year. The end of service benefit plan is unfunded. 

 

Evaluation methodology and key assumptions for the actuarial study 

In compliance with the requirements of IAS 19 “Employee Benefits”, the end of service indemnity 

is determined by actuarial valuation using the projected unit credit actuarial cost method at the end 

of each financial year. The gain or loss arising from actuarial revaluation is recognized in the 

statement of comprehensive income for the period in which the revaluation occurred. Re-

measurement recognized in comprehensive income is immediately reflected in retained earnings and 

is not included in profit or loss. The cost of the previous service (past cost) is calculated in profit or 

loss during the plan adjustment period. Interest is calculated by applying the discount rate at the 

beginning of the period to the specified employee benefit asset or liability. 

 

The cost of the current service of the defined benefit plan is recognized in the statement of profit or 

loss and other comprehensive income under employee benefit expense to reflect the increase in the 

liability resulting from staff services for the current year and the cases of change, reduction or 

adjustment of benefits. Service costs for the previous years are directly are recognized in profit or 

loss and other comprehensive income. 

 

Actuarial gains and losses arising from adjustments and changes in actuarial assumptions are charged 

in equity in the statement of other comprehensive income in the period in which they arise. 

 

Defined benefit costs are classified as follows: 

- cost of service (including current service costs, past service cost, as well as gains and losses 

resulting from the scaling up and reimbursement of staff benefits); 

- Interest cost; and 

- Re-measurement. 

 

Long-term employee benefits 

Liabilities are recognized and measured for benefits in respect of wages, salaries, annual leave and 

sick leave in the period in which they are rendered in the undiscounted amounts of the benefits 

expected to be paid for these services. 

 

Retirement benefit costs 

The Company contributes to the retirement benefits of employees in accordance with the regulations 

of the General Organization for Social Insurance and is calculated as a percentage of the employees' 

remuneration. Payments are treated to government-managed pension benefit plans as payments to 

specific contribution plans as the Company's liabilities against these plans are equivalent to those 

that arise in a defined contribution retirement plan. Payments to retirement benefit plans are charged 

as an expense when due. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Employee benefits (continued) 

 

Finance income and finance costs 

 

Finance income and finance costs comprise of Islamic Murabaha of invested money which are 

recognized in profit or loss. Interest income from Islamic Murabaha is recognised as it accrues under 

profit or loss, using the effective interest method.  

 

Finance costs comprise interest expense on borrowings. Borrowing costs that are not directly 

attributable to the acquisition, construction or production of a qualifying asset are recognized in 

statement of profit or loss using the effective interest method. 

 

Zakat  

 

Zakat charge is accounted for in accordance with the regulations of the General Authority of Zakat 

and Tax (“GAZT”) in the Kingdom of Saudi Arabia. Zakat is provided for the period ratably and 

charged separately in the statement of profit or loss. Zakat liabilities, if any, related to prior years’ 

assessments are accounted for in the period in which the final assessments are finalized. 

 

The Company withholds taxes on transactions with non-resident parties and on dividends paid to 

foreign shareholders in accordance with GAZT in the Kingdom of Saudi Arabia. 

 

Inventories  

 

Inventories are measured at the lower of cost or net realizable value. Inventories cost is calculated 

using the weighted average method, which includes expenditure incurred in bringing inventories to 

their existing location and condition and in case of manufactured inventories and work in progress, 

inventories are charges with an appropriate share of production overheads based on normal operation 

capacity of the company. Net realisable value is the estimated selling price in the Company’s 

ordinary course of business, less the estimated costs of completion and selling. 

 

Property, plant and equipment 

 

Recognition and measurement  

Property, plant and equipment are stated at cost less accumulated depreciation and impairment loss, 

if any. 

 

Cost includes expenditure that is directly attributable to the acquisition of the asset. For internally 

established assets, cost of asset includes materials and direct labor costs and other direct costs 

required to operate these assets in the location and purpose which they are acquired for.  

 

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

accounted for as separate items (major components) of property, plant and equipment. 

 

Gains and losses from disposal of an item of property tools and equipment are determined based on 

the deference between net proceeds from selling and book value of disposed items of property, plant 

and equipment and they are carried on in the statement of profit or loss and other comprehensive 

income at the same period at which the disposal takes place. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Property, plant and equipment (continued) 

 

Subsequent costs  

The cost of replacing part of the item of property, plant and equipment is recognized in the carrying 

amount of the item if the future economic benefits of the Company in that segment are probable and 

the cost can be measured reliably. Book value of the replaced item is disposed. The costs of the day-

to-day servicing of property, plant and equipment are recognized in statement of profit or loss and 

other comprehensive income as incurred. 

 

Major inspections and overhauls are identified and accounted for as a separate component if that 

component is used over more than one period. The carrying amount of such component is determined 

with reference to the current market price of such overhauls.  

 

Depreciation  

Depreciation is an organized distribution of depreciable value of property, plant and equipment items 

(asset’s cost less asset’s residual value) along the asset's useful life. 

 

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of 

each part of an item of property, plant and equipment. Leased assets are depreciated on the lower of 

lease period or the useful life Unless there is a reasonable certainty that the asset’s ownership will 

be transferred to the Company by the end of the lease term. Freehold lands are not depreciated. 

 

When the useful lives of items of property and equipment differ, they are accounted for as separate 

items. 

 

The estimated useful lives of the items of properties, plant and equipment for the current period and 

the comparative periods are as follow: 

 

Item Years 

  

Buildings and constructions  33 

Roads and utilities  12.5 - 33 years 

Plant and equipment  10 - 30 years 

Office furniture and equipment 5 - 10 years 

Motor and construction equipment  4 - 5 years 

 

The Company reviews depreciation methods, useful lives and residual value of property, plant and 

equipment at the end of each financial year and in case there are any differences, they are considered 

as change in accounting estimates (in the change year and the subsequent years) 

 

Projects in progress 

 

The cost of under construction projects are accounted on actual cost basis and presented under 

property, plant and equipment item till these projects are ready to use, then they are presented under 

property, plant and equipment and its depreciation starts to be accounted in accordance with expected 

useful lives. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Investment properties 

 

Investment property is property and lands acquired either to earn rental income or for capital 

appreciation or for both, but not for sale in the ordinary course of business of the Company, and it 

shall not be used in the production or supply of goods or services or for administrative purposes. 

Investment properties are initially presented at cost including transaction costs, measured later in 

accordance with the cost model (at historical cost less accumulated depreciation – except lands 

which are measured at their cost - and accumulated impairment losses if any). 

 

Leases 

 

a. Definition of a lease 

The Company assesses whether a contract is or contains a lease Under IFRS 16, an arrangement 

is, or contains, a lease if the contract conveys the right to control the use of an identified asset 

for a period of time Peer for material  charge. 

 

At inception or on reassessment of a contract that contains a lease component, the Group 

allocates the consideration in the contract to each lease and non-lease component on the basis of 

their relative stand-alone prices. 

 

b. As a lessee 

The measured the lease liability at the present value of the remaining lease payments, discounted 

using the incremental borrowing rate of the Company as at the date of lease. The right-of-use 

asset is measured at an amount equal to the lease liability, adjusted by the amount of any prepaid 

or accrued rents. The Company has applied this approach to all leases. 

 

The Group used the allowed exemption not to recognize right-of-use assets and liabilities for 

leases with less than 12 months of the lease term. 

 

Lease liabilities are re-measured when there is a change in future lease payments. 

 

Financial instruments 

 

Non-derivative financial instruments 

The Company has applied the following classification and measurement requirements for financial 

instruments. 

 

Recognition of financial instruments 

Financial asset and liability is recognized when the Company represents a part of contractual 

obligations of the instrument, which is usually at the date of trade. The Company derecognizes 

financial asset when contractual cash flows of these assets are expired, or when the Company 

transfers financial asset’s contractual cash flows in a transaction in which all risks and rewards of 

ownership of assets are substantially transferred. Any interests resulted from transferred financial 

assets that the Company has established or held as separate assets or liabilities are recognized. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Financial instruments (continued) 

 

Derecognition 

On derecognition of a financial asset, the difference between the carrying amount of the asset and 

the sum of (i)the consideration received (including any new asset obtained less any new liability 

assumed) and (ii)any cumulative gain or loss that had been recognised in OCI is recognised in the 

profit or loss. However, in respect of equity securities designated as at FVOCI, any cumulative gain 

/ loss recognized in OCI is not recognized in the profit or loss on derecognition. 

 

A financial liability is derecognized from the statement of financial position when the Company has 

discharged its obligation or the contract is cancelled or expires. 

 

Classification of financial instruments 

The Company classified its financial assets into the following measurement categories: 

 

1) Assets to be measured at amortized cost; or 

2) Fair value through profit or loss (FVTPL); or 

3) FVOCI - investment in equity instruments 

 

The classification depends on the Company’s business model for managing financial assets and the 

contractual terms of the financial assets cash flows. 

 

Financial assets are not reclassified subsequently to initial recognition unless the Company changed 

business model for managing the financial assets. In such case, all affected financial assets are 

reclassified at the first day of the first financial period subsequent to business model change. 

 

Financial assets are measured at amortized cost if it meets both of the following conditions and are 

not recognized as financial assets at fair value through profit or loss: 

 

- Kept in business model which aims to keep assets to gain contractual cash flows; and 

- The contractual conditions leads to enter into certain dates for cash flows which represent the 

principal and the interests of the basic pending amount. 

 

Upon the initial measurement of equity instruments, which the Company does not hold for trading 

purpose, the Company can elect to present any subsequent changes in fair value for these investments 

in the statement of other comprehensive income. This election is made on an investment by 

investment basis. 

 

Any other financial assets not classified or measured at amortized cost or fair value through other 

comprehensive income as above mentioned, are measured at fair value through profit or loss, 

including derivative financial assets. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Financial instruments (continued) 

 

Financial assets- subsequent measurement - profits or losses: 

 

Financial assets at 

amortised cost 

These assets are subsequently measured at amortised cost using the 

effective interest method. The amortized cost is reduced by impairment 

losses (see below). Interest income, foreign exchange gains and losses and 

impairment are recognized in profit or loss. Any gain or loss is recognized 

in profit or loss. 

FVOCI (Equity 

instruments) 

These assets are subsequently measured at fair value. Dividends are 

recognized as revenues in the statement of profit or loss, unless these 

dividends represent recoverable amounts for part of the investment cost. 

Any other profits or losses are recognized in the statement of other 

comprehensive income and shall not be reclassified to the statement of 

profit or loss. 

Financial assets at 

FVTPL 

These assets are subsequently measured at fair value. Net profits or losses, 

including any benefits or dividends are recognized in the statement of 

profits or loss. 

 

Reclassification 

 

When an entity changes its business model for managing financial assets it shall reclassify all 

affected financial assets in accordance with the above mentioned classification requirements. 

 

Offsetting of financial instruments 

 

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

financial position if there is a currently enforceable legal right to offset the recognized amounts and 

there is an intention to settle on a net basis, to realize the assets and settle the liabilities 

simultaneously.  

 

Derivative financial instruments and hedge accounting 

 

The Company uses derivative financial instruments (“derivatives”) (“interest rate swaps”) to hedge 

against risks related to interest rates and are recognized as cash flows hedges. Initially, these 

derivatives are initially recognized at fair value at the date of signing the contract of the derivative 

instrument, and then remeasured at fair value. Derivatives are carried at books as assets when the 

fair value is positive and as liabilities when the fair value is negative. 

 

Any gains or losses arising from changes in fair value of derivatives not eligible for hedge accounting 

are directly recognized in the statement of profit or loss and Other comprehensive income. 

 

At the beginning of hedging process, the Company determines and documents the process that the 

Company wants to apply the hedging accounting on, as well as the objectives of risk management 

and hedging strategy. Documents include the hedging instrument definition and the item or process 

hedged for, it also include the risks’ nature and how would the entity evaluate effectiveness of hedge 

instrument against exposure to changes in the item’s cash flows and risks return. These hedges are 

expected to be highly effective in decreasing changes in cash flows and are continually evaluated to 

determine its effectiveness during periods of preparing financial statements. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Offsetting of financial instruments (continued) 

 

Derivative financial instruments and hedge accounting (continued) 

 

Current portion of profit or loss arising from cash flows hedges, which matches hedging accounting 

requirements are directly recognized in equity, while any non-current portion are directly recognized 

in and the statement of profit or loss and other comprehensive income. 

 

Amounts presented in equity are transferred to statement of profit or loss when transaction starts to 

impact profit or loss, i.e, when hedging for an expense or revenue or when an expected selling takes 

place. If the hedged item represents the cost of non-financial assets or non-financial liabilities, then 

amounts registered in equity are transferred to original book value of non-financial assets or non-

financial liabilities. 

 

If hedge instrument has expired, disposed, terminated, used without being replaced or renewed (as 

a part of the hedge strategy), or in the case of hedge derecognition or if hedge instrument doesn’t 

meet the hedge accounting requirements any more, then accumulated profit or loss previously 

recognized in equity remains under a separate account in equity till the expected transaction takes 

place or the fixed obligation from the foreign currencies is met. If expected transaction and fixed 

obligation are not expected to take place, then all amounts previously recognized in equity are 

transferred to statement of profit or loss and other comprehensive income. 

 

Share capital 

 

Instruments issued by the Company are classified as equity (shareholders’ equity) only to the extent 

that the definition of the asset or liability does not apply. The Company's ordinary shares are 

classified as equity instruments (Shareholders’ equity). 

 

Impairment 

 

Impairment of financial assets 

IFRS 9 requires an entity to follow an expected credit loss model for the impairment of financial 

assets. 

 

Expected credit loss should be measured for financial assets measured at amortized cost or fair value 

through other comprehensive income, except for equity instruments investments. 

 

Under IFRS 9, loss allowances are measured on either of the following bases: 

 

➢ 12-month ECL. These are ECLs that result from possible default events within the 12 months 

after the reporting date; 

➢ Lifetime expected credit loss. These are ECLs that result from all possible default events over 

the expected life of a financial instrument. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Impairment (continued) 

 

Lifetime ECL measurement applies if the credit risk of a credit asset at the reporting date has 

increased significantly since initial recognition and 12-month ECL measurement applies if it has not. 

The Company can assume that credit risks on a financial instrument didn’t significantly increase 

since the initial recognition; if the financial instrument is previously determined as low credit risk 

instrument at the date of report. However, lifetime expected credit loss measurement is always 

applied on trade receivables and assets of the contracts without the presence of a significant finance 

item, in which the Company can adopt this policy to trade receivables with a non-significant finance 

item. 

 

The Company elected to evaluate trade receivables impairment using 12-month expected credit loss 

model.  

 

The carrying amount of financial asset is reduced through the use of an allowance account and the 

amount of the loss is recognized in the profit or loss. Interest income continues to be accrued on the 

reduced carrying amount using the rate of interest used to discount the future cash flows for the 

purpose of measuring the impairment loss. Loans, together with the associated allowance, are written 

off when there is no realistic prospect of future recovery and all collateral has been realized or has 

been transferred to the Company. If, in a subsequent year, the amount of the estimated impairment 

loss increases or decreases because of an event occurring after the impairment was recognized, 

previously recognized impairment loss is increased or reduced by adjusting the allowance account. 

If a write  off is later recovered, it is recognized in profit or loss in the period of recovery. 

 

Impairment of non-financial assets 

The carrying amounts of the Company’s non-financial assets, are reviewed at each reporting date to 

determine whether there is indication of impairment. If any such indication exists the asset’s 

recoverable amount is estimated. 

 

Impairment exists when the carrying value of an asset or cash generating unit (“CGU”) exceeds the 

recoverable amount, which is the higher of the fair value less costs to sell and value in use. The 

recoverable amount is determined for an individual asset, unless the asset does not generate cash 

inflows that are largely independent of those from other assets or groups of assets. When the carrying 

amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is 

written down to the recoverable amount. In determining fair value less costs of disposal, recent 

market transactions are taken into account. If no such transactions can be identified, an appropriate 

valuation model is used. The value in use is based on a discounted cash flow (DCF) model, whereby 

the future expected cash flows discounted using a pre-tax discount rate that reflects current market 

assessments of the time value of money and risks specific to the asset. 

 

Impairment losses are recognized in statement of profit or loss and other comprehensive income. 

Impairment losses recognized in respect of CGUs are allocated first to reduce the carrying amount 

of any goodwill allocated to the units, if any, and then to reduce the carrying amounts of the other 

assets in the unit (group of units) on a pro rata basis. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Impairment (continued) 

 

An assessment is conducted at each reporting date to determine whether there is an evidence of 

impairment loss previously recorded or curtailed. If such indication exists, the Company estimates 

the asset or CGU’s recoverable amount. A previously recognized impairment loss is reversed only 

if there has been a change in the assumptions used to determine the asset's recoverable amount since 

the last impairment loss was recognized. The reversal is limited so that the carrying amount of the 

asset does not exceed its recoverable amount, nor exceeds the carrying amount that would have been 

determined, net of depreciation, had no impairment loss been recognized for the asset in prior years. 

Such reversal is recognised in the statement of profit or loss and other comprehensive income. 

 

Non-financial assets other than goodwill, if any, that suffered an impairment are reviewed for 

possible reversal of the impairment at the end of each reporting period. 

 

Provisions 

 

A provision is recognised if the Company has a present (legal or contractual) obligations at the 

reporting date arising from previous events and the payment of the obligation may result in outflow 

of economic benefits and can be reliably measured. Provisions are determined by discounting the 

expected future cash flows at a rate that reflects current market assessments of the time value of 

money and the risks specific to this liability. 

 

Loans and receivables 

 

These assets are non-derivative financial assets with fixed or determinable payments that are not 

quoted in an active market. And they arise principally through the provision of goods and services 

to customers (e.g. trade receivables), but also incorporate other types of contractual monetary asset. 

They are initially recognized at fair value plus transaction costs that are directly attributable to their 

acquisition or issue, and are subsequently carried at amortized cost using the effective interest rate 

method, less provision for impairment. 

 

For trade receivables, which are reported net; such provisions are recorded in a separate allowance 

account with the loss being recognized within the statement of profit or loss and other comprehensive 

income. On confirmation that the trade receivable will not be collectable, the gross carrying value 

of the asset is written off against the associated provision. 

 

Cash and cash equivalents 

 

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term 

highly liquid investments with maturities of three months or less from the date of the original 

investment, which are available to the Company without any restrictions, and the statement of cash 

flows statement are prepared according to the indirect method.  

 

Trade payables and accruals 

 

Trade payables and other payables are recognized at fair value and are subsequently carried at 

amortized cost using the effective interest method. The Company derecognizes a financial liability 

(or part of a financial liability) from its statement of financial position when, and only when, it is 

extinguished; that is, when the liability specified in the contract is discharged or canceled or expires. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Expenses 

 

Selling and marketing expenses arising from the Company’s efforts underlying the marketing, 

selling and distribution functions. All other expenses, excluding cost of sales and financial charges, 

are classified as administrative expenses. Allocation of common expenses between cost of sales, 

selling and distribution and general and administrative expenses, where required, is made on a 

reasonable basis with regards to the nature and circumstances of the common expenses. 

 

Current versus non-current classification 

 

The Company classifies assets and liabilities in the statement of financial position based on 

current/non-current classification. Asset is classified as current when it is: 

• Expected to be realised or intended to be sold or consumed in normal operating cycle; 

• held primarily for the purpose of trading; 

• it is due to be settled within twelve months after the reporting period; or 

• Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for 

at least twelve months after the reporting period. 

 

All other assets are classified as non-current assets. 

 

A liability is classified as current when: 

• Expected to be settled in the normal operating cycle; 

• held primarily for the purpose of trading; 

• It is due to be settled within twelve months after the reporting period; or 

• there is no unconditional right to defer the settlement of the liability for at least twelve months 

after the date of financial position. 

 

The Company classifies all other liabilities as non-current. 

 

Segment information 

 

An operating segment is a company of assets and processes that jointly engage in the rendering of 

products or services subject to risks and rewards that differ from those of other business segments 

and which are measured in accordance with the reports used by the executive management. 

 

A geographical segment is associated with the provision of products or services in a specific 

economic environment that is subject to risks and rewards that differ from those of segments of 

business in economic environment. 

 

Dividends  

 

Dividends are recorded as liability in the period in which they are approved by the Board of 

Directors. Final dividends are recorded in the period in which they were approved by the general 

assembly of shareholders. 
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5. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Statutory reserve 

 

Company’s Articles of Association requires transferring 10% of annual net income to a statutory 

reserve. The ordinary General Assembly can decide to stop transferring to the above mentioned 

reserve till it reaches 30% of paid share capital. 

 

New standards, interpretations and amendments adopted by the Company 

 

The accounting policies adopted by the Company in preparing the financial statements are consistent 

with those followed in preparing the annual financial statements of the Company for the year ended 

31 December 2019, and there are no new standards that were issued, however, there are a number 

of amendments to the standards which are effective from 1 as of 1 January 2020, which did not have 

a material impact on the financial statements. 

 

Effective as of  Amendments to standards 

  

1 January 2020 Definition of Material – Amendments to IAS 1 and IAS 8 

1 January 2020 Definition of a Business – Amendments to IFRS 3 

1 January 2020 Amendments to References to Conceptual Framework in IFRS standards 

 

Standards issued and not yet effective 

 

Standards and amendments issued but not yet effective up to the date of issuance of the Company's 

financial statements are listed below. The Company does not expect a material impact on the 

financial statements if the below standards and amendments are applied. 

 

Effective for annual 

periods 

beginning on or after New standards or amendments 

  

1 January 2020 Amendments to IFRS 9, IAS 39 and IFRS 16 and IFRS 4 - Phase II 

(Interest Rate Correction) 

1 January 2022 

Onerous contracts - Cost of contact completion (Amendments to 

IAS 37) 

Annual improvements to IFRS Standards 2018-2020 

Property, plant and equipment: Proceeds before Intended Use 

(Amendments to IAS 16) 

Reference to the conceptual framework (amendment to IFRS 3) 

1 January 2023 

Amendments to IAS 1 “Presentation of Financial Statements” on 

the classification of liabilities 

IFRS 17 - Insurance contracts and amendment to IFRS 17 - 

Insurance contracts 

Available for optional 

adoption/effective date 

deferred indefinitely 

Sale or Contribution of Assets between an Investor and its 

Associate or Joint Venture 

(Amendments to IFRS 10 and IAS 28) 
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6. PROPERTY, PLANT AND EQUIPMENT  

 

a) Movement in property, plant and equipment for the year ended 31 December 2020 are as follows:  

 

 

 

 

 

 

  

 

Note Lands 

Buildings and 

constructions 

Roads and 

utilities 

Plant and 

equipment 

Office 

furniture 

and 

equipment 

Motor and 

construction 

equipment 

Projects in 

progress Total 

Cost:          

Balance at 1 January 2020   6,613,641   1,590,626,280  114,358,613   4,538,269,779   44,065,413   366,938,898  15,436,002 6,676,308,626 

Additions  -- 3,387,946  202,826  37,828,220  1,109,658  11,057,800 1,976,540 55,562,990 

Transferred from projects in progress  -- -- -- 15,420,676 -- -- (15,420,676) -- 

Disposals  --  --  (43,620)  (4,769,582)  (511,519)  (9,010,689) --  (14,335,410) 

Transfer from inventories - strategic 

spares  6-d --   --     -- 26,112,917  -- --   --     26,112,917 

Balance at 31 December 2020   6,613,641   1,594,014,226  114,517,819  4,612,862,010  44,663,552   368,986,009  1,991,866 6,743,649,123 

          

Accumulated depreciation:          

Balance at 1 January 2020  --  766,222,464   79,435,543   2,334,881,931   37,489,130   360,362,645  -- 3,578,391,713  

Depreciation charged during the year 6-c --     36,671,099   2,308,240   154,254,267   1,854,020   6,657,930  --  201,745,556  

Disposals  -- -- --  (38,942)  (498,630)  (9,010,667) --  (9,548,239) 

Depreciation of transfers from 

inventories - strategic spares 6-d -- -- -- 7,650,998 -- -- 

 

-- 7,650,998 

Balance at 31 December 2020   --     802,893,563   81,743,783  2,496,748,254  38,844,520   358,009,908  -- 3,778,240,028 

          

Net book value:          

At 31 December 2020    6,613,641   791,120,663   32,774,036  2,116,113,756   5,819,032   10,976,101  1,991,866 2,965,409,095 
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6. PROPERTY, PLANT AND EQUIPMENT (continued) 

 

b) Movement in property, plant and equipment for the year ended 31 December 2019 are as follows:  

 

 

 

 

Lands 

Buildings and 

constructions 

Roads and 

utilities 

Plant and 

equipment 

Office 

furniture and 

equipment 

Motor and 

construction 

equipment 

Projects in 

progress Total 

Cost:         

Balance at 1 January 2019 6,213,641 1,586,353,476 103,752,927 4,426,558,942 42,714,478 368,946,356 97,196,684 6,631,736,504 

Additions 400,000 119,685 81,691 29,194,524 1,422,488 593,250 15,436,002 47,247,640 

Transferred from projects in 

progress -- 

 

4,153,119 10,523,995 82,519,570 -- -- (97,196,684) -- 

Disposals --  -- (3,257) (71,553) (2,600,708) -- (2,675,518) 

Balance at 31 December 2019 6,613,641 1,590,626,280 114,358,613 4,538,269,779 44,065,413 366,938,898 15,436,002 6,676,308,626 

         

Accumulated depreciation:         

Balance at 1 January 2019 -- 729,602,040 77,456,820 2,189,164,312 35,559,729 353,226,755 -- 3,385,009,656 

Depreciation charged during the year -- 36,620,424 1,978,723 145,719,293 1,996,713 9,736,593 -- 196,051,746 

Disposals --  -- (1,674) (67,312) (2,600,703) -- (2,669,689) 

Balance at 31 December 2019 6,613,641 766,222,464 79,435,543 2,334,881,931 37,489,130 360,362,645 15,436,002 3,578,391,713 

         

Net book value:         

At 31 December 2019 6,613,641 824,403,816 34,923,070 2,203,387,848 6,576,283 6,576,253 15,436,002 3,097,916,913 



SOUTHERN PROVINCE CEMENT COMPANY  

(A Saudi Joint Stock Company)  

 

NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 December 2020 

(Expressed in Saudi Riyals) 

 

29 

 

6. PROPERTY, PLANT AND EQUIPMENT (continued) 

 

c) The depreciation for the year has been allocated as follows: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Sales cost 20 200,445,245 194,676,518 

General and administrative expenses  22 1,262,584 1,375,228 

Selling and distribution expenses 21 37,727 -- 

  201,745,556 196,051,746 

 

d) During the year ended 31 December 2020, the Company's management has transferred strategic 

spare parts with a cost of SR 26 million (with net carrying value of SR 18,5 million) from 

inventories to plant and equipment. 

 

e) As at 31 December 2020, the Company’s property, plant and equipment includes projects in 

progress amounting to SR 1,9 million (31 December 2019: SR 15,4 million) mainly relates to 

works of energy renewal projects of the Bisha plant and the renovation of the hospitality hall 

and the labor building. 

 

7. INVESTMENT PROPERTIES 

 

The fair value of real estate investments amounted to SAR 8.5 million as on 31 December 2020 (31 

December 2019: SR 9,5 million). It was determined based on the evaluation provided by Mahd Al 

Tanmea Real Estate Establishment, an independent certified real estate evaluator (license number 

1210000015). The fair value of the properties was determined based on the prevailing market prices 

for similar properties. 

 

 31 December 

2020 

31 December 

2019 

   

Carrying value 5.437.625 5.437.625 

Fair value 8,563,335 9,500,000 

 

8. INVENTORIES 

 

8.a  Inventories as at 31 December comprise the following: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Spares not for sale  287,191,293 320,354,935 

Work in progress  248,186,704 359,358,760 

Raw, filling and packaging materials  61,718,751 58,283,949 

  597,096,748 737,997,644 

Less: Allowance for slow moving inventory items 8-b (49,886,438) (29,761,752) 

  547,210,310 708,235,892 
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8.  INVENTORIES (continued) 

 

8-b  Movement on provision for slow moving inventory during the year as follows: 

 

 31 December 

2020 

31 December 

2019 

   

Balance, at beginning of the year 29,761,752 11,484,443 

Provided during the year  36,000,000 18,277,309 

Reversal during the year (9,535,311) -- 

Transferred to property, plant and equipment  (6,340,003) -- 

Balance at end of year 49,886,438 29,761,752 

 

9. TRADE RECEIVABLES  

 

9.a  Trade receivables comprise the following: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Trade receivables   41,452,964 35,527,696 

Expected credit loss provision 9-b (410,587) -- 

  41,042,377 35,527,696 

 

9.b  The movement in allowance for expected credit losses is as follows: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Balance, at beginning of the year  -- -- 

Provided during the year 21 410,587 -- 

Balance at end of year   410,587 -- 

 

9.c  Additional information related to the Company's exposure to credit and market risk is 

disclosed in Note (27). 
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10. PREPAYMENTS AND OTHER RECEIVABLES  

 

Prepayments and other receivables comprise of the following: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Payments to suppliers  28,105,186 7,833,636 

Recoverable insurance fees - General Customs 

Authority  2,824,028 7,795,357 

Prepaid expenses  3,857,246 4,639,299 

Other receivables, net 10-1 8,061,851 8,122,258 

  42,848,311 28,390,550 

 

10.1 Other debit balances include an amount of SR 7.6 million deposited with the court for favor of 

a citizen in exchange for a plot of land. The Company has appealed against it and the appeal 

was accepted. These amounts have been classified under other receivables until the issuance 

of final decision from the court. 

 

11. CASH AND CASH EQUIVALENTS 

 

Cash and cash equivalents are comprised of the following: 

 

 

Note 

31 December 

2020 

31 December 

2019 

    

Islamic deposits   11 - a 465,000,000 270,000,000 

Cash at banks - current accounts  77,455,860 54,574,623 

Cash in hand  79,110 90,180 

  542,534,970 324,664,803 

 

11.a Investment in Islamic deposits represents time deposits, placed with commercial bank and has 

a maturity of 3 months or less as at the original investment date, and on which a commission is 

generated according to the prevailing short-term deposit rates.  

 

12. SHARE CAPITAL 

 

As at 31 December 2020 and 31 December 2019, the Company's authorized, subscribed and fully 

paid share capital amounted to SR 1,400 million divided into 140 million ordinary shares of SR 10 

each.  

 

13. STATUTORY RESERVE 

 

In accordance with Companies Regulations in Saudi Arabia and the Company’s By-Laws, the 

Company is required to transfer 10% of its net annual income to a statutory reserve. According to 

the By-Laws, the Company may resolve to discontinue such transfers when the reserve totals 30% 

of the share capital. As such condition is achieved, the Company decided to stop such transfers and 

this reserve is not available for distribution.  
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14. LOANS AND BORROWINGS  

 

The Company has bank facilities with local banks with a total amount of SR 772.4 million as at 31 

December 2020 (31 December 2019: SR 772.4 million), and the balance of facilities on 31 December 

2020 amounted to SR 398.4 million (2019: SR 458.4 million) to be paid in variable quarterly 

installments until the end of 2025.  

 

Facilitation agreements with banks include certain covenants, which among other things, states that 

the liquidity ratio should not be less than 1:1 based on the audited annual financial statements, and it 

also requires the retention of some ratios and financial indicators. As at 31 December 2020, the 

Company has been committed to financial pledges above. 

 

A breach of these covenants in the future may lead to renegotiation. The management monitors the 

covenants on a monthly basis, and in case of the existence of a breach that is expected to occur in the 

future, the management takes the necessary measures to ensure compliance. 

 

All banking facilities carry agreed upon commissions according to the commercial rates prevailing 

in the market.  

 

The facilities have been presented in statement of financial position is as follows: 

 

 31 December 

2020 

31 December 

2019 

   

Current portion under current assets 70,000,000 60,000,000 

Non-current portion shown under non-current liabilities 328,397,000 398,395,992 

 398,397,000 458,395,992 

 

The financing movement during the year is as follows:  

 

 31 December 

2020 

31 December 

2019 

   

Balance, at beginning of the year  458,395,992 507,945,992 

Paid  (59,998,992) (49,550,000) 

 398,397,000 458,395,992 

 

Non-current portion of long-term loans and facilities are due as follows: 

 

Year  

31 December 

2020 

31 December 

2019 

   

2021 -- 69,998,992 

2022 75,000,000 75,000,000 

2023 80,000,000 80,000,000 

2024  85,000,000  85,000,000 

2025  88,397,000  88,397,000 

Total 328,397,000 398,395,992 
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15. EMPLOYEES’ DEFINED BENEFIT OBLIGATIONS 

 

15.a The valuation was prepared by an independent external actuarial using the following key 

assumptions: 

 

- As at 31 December 2020, the discount rate was 2.88% for the Company annually (31 December 

2019: Discount rate is 3.07% for the Company annually).  

- As at 31 December 2020, the salary increase rate was 3.25% for the Company annually (31 

December 2019: 3.25% for the Company annually). 

 

15.b The movement in the employee benefit obligations is as follows: 

 

 31 December 

2020 

31 December 

2019 

    

Present value of the obligation as at the beginning of the 

year 109,565,700 97,247,369 

Components of cost charged on year in statement of 

profit or loss:   

Current service cost 8,119,237 7,700,400 

Interest cost 3,226,434 4,281,190 

Total expense charged to statement of profit or loss  11,345,671 11,981,590 

   

Items under statement of other comprehensive income:   

Re-assessment of employee benefit obligations 6,133,031 5,253,856 

   

Actual benefits paid during the year (10,270,972) (4,917,115) 

Present value obligation at end of year 116,773,430 109,565,700 

 

15.c Defined benefit liability sensitivity 

 

 

 

31 December 

2020 

31 December 

2019 

 

Rate of change in salaries  

Base   

Increase by 1% 127,655,738 118,838,402 

Decrease by 1% 105,440,533 101,334,847 

    

 

Discount rate 

Base   

Increase by 1% 105,994,473 101,880,001 

Decrease by 1% 127,224,574 118,383,498 

    

Assumption of a statistical study of 

employees      

Membership data     

Average age of employees (years)   41 41 

Average years of past service   11 10 
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16. ACCRUED EXPENSES AND OTHER PAYABLES  

 

Accrued expenses and other payables at comprise of the following: 

 

 31 December 

2020 

31 December 

2019 

   

Accrued quarry utilization fees 48,050,940 41,032,523 

Accrued expenses  6,132,834 5,982,868 

Advances from customers  20,142,820 21,323,704 

Value added tax (VAT)  15,543,660 4,687,116 

Board of directors’ numerations  1,800,000 1,800,000 

Others  12,436,771 10,345,046 

 104,107,025 85,171,257 

 

17. DIVIDEND PAYABLES 

 

The movement on the dividends payable as follows: 

 

 

31 December 

2020 

31 December 

2019 

   

Balance at 1 January 161,557,685 162,657,532 

Profits declared during the year 630,000,000 315,000,000 

Dividend paid during the year (632,937,433) (316,099,847) 

 158,620,252 161,557,685 

 

- On 5 April 2020, the Company's Ordinary General Assembly agreed to distribute cash dividends 

to shareholders for the second half of 2019, amounting to SR 315 million at a rate of SR 2.25 per 

share. 

 

- On 23 July 2020, the Company’s Board of Directors approved the distribution of cash dividends 

for the first half of the year 2020 amounting to SR 315 million, representing 22.5% of the paid-

up capital, at a rate of SR 2.25. 

 

18. ZAKAT 

 

a. Charge for the Year  

 

  For the year ended 31 December 

   2020 2019 

    

Charge for the Year  17,176,731 7,689,086 

  17,176,731 7,689,086 
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18. ZAKAT (continued) 

 

b. The movement in zakat provision for the year ended 31 December is as follows: 

 

 For the year ended 31 December 

 2020  2019  
   

Balance, at beginning of the year 40,000,000 37,638,209 

Provided during the year 17,176,731 7,689,086 

payment during the year  (13,363,028) (5,327,295) 

Balance at end of year 43,813,703 40,000,000 

 

c. The significant components of Zakat base for the year ended 31 December comprise of the 

following: 

 31 December  

2020 

31 December 

2019 

Additions   

Share capital 1,400,000,000 1,400,000,000 

Retained earning 573,527,237 747,907,192 

Bank facilities  398,397,000 458,395,992 

Net adjusted income -- 524,936,780 

Statutory reserve 700,000,000 700,000,000 

Provisions 139,818,137 129,848,302 

Advances to customers 21,323,703 11,865,158 

Others 7,203,887 2,256,726 

Total additions 3,240,269,964 3,957,210,150 

Discounts   

Property, plant and equipment (net)   (2,963,417,227) (3,082,480,911) 

Real estate investments - lands (5,437,625) (5,437,625) 

Projects in progress (1,991,866) (15,436,002) 

Parts (287,164,818) (320,354,935) 

Total deductions 3,258,011,536 (3,423,709,473) 

Total of Zakat Base 687.069.243 533,500,677 

Zakat is on the Zakat base less adjusted net profit -- 684,733 

Total Zakat due  17,176,731 13,358,153 

 

d. Zakat and tax status 

 

- At the year 2019, the Company filed the zakat declaration and the financial statements and 

paid the zakat due accordingly, and obtained a certificate valid until 30 April 2021. 

 

- During the years from 2014 till 2018, the Company objected to Zakat differences with total 

amount of SR 40,583,829, and that the main item for the objection is the adjusted net profit 

for the years 2015 and 2016, with an amount of zakat differences amounting to SR 

35,082,796. A decision of the First Circuit for Settling Income Tax Violations and Disputes 

at Jeddah was issued in this regard with the number (IZJ2020-141) dated 24/8/2020 which 

supports the Company's point of view of not taking the adjusted net profit and calculating 

zakat according to the actual Zakat base, and decisions are expected for the year 2015 And 

2016 in the same manner, since the Zakat regulation was issued in 2018 and is enforceable 

from its issuance date. 
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18. ZAKAT (continued) 

 

d. Zakat and tax status (continued) 

 

- For the years from 2011 till 2013, the Company has filed Zakat returns for the years from 

2011 until 2013, and a letter was issued by the General Authority for Zakat and Income 

claiming a withholding tax amounting to SR 15,061,625 on amounts paid to parties outside 

the Kingdom of Saudi Arabia. This amount was paid to GAZT during the year ending on 

31 December 2019. It also showed zakat differences amounting to SR 19,783,922. The 

Company objected these differences. 

 

- The Company has sufficient allocations to meet any potential zakat obligations that may 

arise from the final assessments, if any. 

 

19. EARNINGS PER SHARE 

 

a. Basic earnings per share  

 

The calculation of basic earnings per share has been based the distributable earnings 

attributable to shareholders of ordinary shares and the weighted average number of ordinary 

shares outstanding at the date of the financial statements. 

 

 31 December 

2020 

31 December 

2019 

   

Income for the year  609,381,132 462,711,487 

Number of shares (weighted average) 140,000,000 140,000,000 

Basic earnings per share (SR) 4.35 3.31 

 

b. Diluted earnings per share  

 

The calculation of diluted earnings per share has been based on the profit distributable to 

shareholders on ordinary shares and weighted-average number of ordinary shares outstanding 

after adjustment for the effects of all dilutive potential ordinary shares, if any. 

 

During the year there were no diluted shares, accordingly the diluted earnings per share was 

the same as the basic. 

 

20. REVENUE AND COST OF SALES  

 

a. Any other classifications of revenues have not been disclosed since the Company is selling two 

types of products (cement and clinker) and no significant differences have appeared between 

the sale prices and production cost for different types of Cement, whether packed on non-

packed. The selling is conducted at a certain point in time, not over time. 
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20. REVENUE AND COST OF SALES (continued) 

 

b. Cost of sales for the year ended 31 December comprises the following: 

 

 

Note 

Year ended 

31 December  

2020 

Year ended 

31 December 

2019 

    

Salaries, wages and equivalents  174,750,410 173,467,101 

Depreciation  6. c 200,445,245 194,676,518 

Raw material   230,431,979 190,005,697 

Parts   76,438,747 69,590,551 

Packaging cost   37,977,706 36,398,285 

Quarry utilization fees  50,218,616 41,032,523 

Provision for slow moving inventory 8-b 36,000,000 -- 

Maintenance and repair   16,293,092 16,521,242 

Others  40,527,674 51,251,041 

Total operating costs  863,083,469 772,942,958 

Movement in provision  111,172,056 (10,195,061) 

  974,255,525 762,747,897 

 

21. SELLING AND DISTRIBUTION EXPENSES   

 

Selling and distribution expenses for the year ended 31 December, comprise the following: 

 

 

Note 

Year ended 

31 December  

2020 

Year ended 

31 December 

2019 

    

Salaries, wages and equivalents  5,079,622 5,123,326 

Attestation charges  4,365,357 7,826,947 

Provision for expected credit losses 9-b 410,587 -- 

Depreciation 6. c 37,727 -- 

Other  348,340 517,189 

  10,241,633 13,476,462 
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22. GENERAL AND ADMINISTRATIVE EXPENSES 

 

General and administrative expenses for the year ended 31 December, comprise of the following: 

 

 

Note 

Year ended 

31 December  

2020 

Year ended 

31 December 

2019 

    

Salaries, wages and equivalents  23,742,546 26,569,054 

Donations and aids  3,210,000 1,010,000 

Allowance for attending committee sessions 

and remuneration  3,053,500 2,986,000 

Board of directors’ numerations   1,800,000 1,800,000 

Consultancy fees  2,430,029 1,648,634 

depreciation 6. c 1,262,584 1,375,228 

Subscriptions  623,700 1,212,630 

Others  4,066,420 4,191,916 

  40,188,779 40,793,462 

 

23. OTHER REVENUE 

 

The other income for the year ended 31 December comprises of as follows: 

 

 Year ended 

31 December  

2020 

Year ended 

31 December 

2019 

   

Gain on disposal on property and equipment 4,040,874 1,007,800 

Murabaha income  4,061,919 2,477,934 

Revenue from currency differences  885,797 403,424 

Human resource development fund 1,138,388 225,525 

Collected rents 274,366 205,967 

Others 2,899,523 2,585,521 

 13,300,867 6,906,171 

 

24. CONTINGENCIES AND CAPITAL COMMITMENTS 

 

a) As at 31 December 2020, the capital contingencies related to projects in progress amounted to 

SR Nil (2019: SR 26.4 million). 

 

b) As at 31 December 2020, the contingent liabilities against issued banking letters of guarantee 

amounted to SR 23,9 million (2019: SR 22,1 million). 

 

c) There are cases brought against the Company that have no defined value and are still pending 

before the judiciary, and the company's management or its legal advisor cannot reliably 

anticipate the obligations that may result from them at the present time, and accordingly no 

provisions have been made against these cases. 
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25. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 

 

Related party transactions mainly represent Salaries, allowances and bonuses of senior executives. 

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

directing and controlling the activities of the Company, directly or indirectly, including any 

Directors and shareholders (whether executive or otherwise). 

 

The salaries, wages and related costs benefits during the year ended include the following: 

 

Transactions with Nature of transaction 

31 December 

2020 

31 December 

2019 

    

Key management 

personnel 

Salaries, wages and equivalents 4,446,908 8,637,110 

BOD members Board of directors’ numerations 1,800,000 1,800,000 

 

26. SEGMENTAL INFORMATION 

 

The Company has one main product, which is packed and unpackaged cement. The main sectors of 

the Company are presented according to geographical sectors. These segments are organized and 

managed separately according to the geographical location, each forming a separate unit. The 

geographical segments set out below are determined by distinguishing business activities from which 

the Company generates revenues and incurs costs. The economic characteristics are reviewed and 

the method of determining the geographical sectors is reconsidered in light of the evaluation made 

by the Chief Operating Decision Maker at least every quarter, provided that they are approved by 

the Company's Board of Directors. The Company is operating its activities in the Kingdom of Saudi 

Arabia through the following geographic areas: 

 

 Jizan Bisha Tehama Head Office Total 

As at 31 December 2020:       

Total non-current assets 197,153,902 1,052,010,044 1,705,324,741 16,358,033 2,970,846,720 

Revenue 545,995,822 502,436,393 604,675,506 -- 1,653,107,721 

Sales cost  349,347,158 275,014,326 349,894,041 -- 974,255,525 

Income for the year 196,648,664 227,422,067 254,781,465 (69,471,064) 609,381,132 

      

As at 31 December 2019:      

Total non-current assets 212,000,627 1,084,138,961 1,795,790,887 11,424,063 3,103,354,538 

Revenue 493,694,759 352,991,688 453,599,151 -- 1,300,285,598 

Sales cost  294,805,947 195,057,610 272,884,340 -- 762,747,897 

Income for the year 203,492,889 158,404,837 180,893,831 (80,080,070) 462,711,487 

 

27. FINANCIAL INSTRUMENTS  

 

The Company’s activities expose it to a variety of financial risks: Market risk (including currency 

risk, fair value risk and cash flow, interest rate risks and price risk), credit risk and liquidity risk.  

 

The Company’s overall risk management program focuses on the unpredictability of financial 

markets and seeks to minimize potential adverse effects on the Company’s financial performance. 
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27.  FINANCIAL INSTRUMENTS (continued) 

 

Financial risk management framework 

Risk management is carried out by senior management under policies approved by the Board of 

Directors. Senior management identifies, evaluates and hedges financial risks in close co-operation 

with the Company’s operating units. The most important types of risk are credit risk, currency risk 

and fair value and cash flow interest rate risks. 

 

The Board of Directors has overall responsibility for establishment and oversight of the Company’s 

risk management framework. The executive management team is responsible for developing and 

monitoring the Company’s risk management policies. The team regularly meets and any changes 

and compliance issues are reported to the Board of Directors through the audit committee. 

 

Risk management systems are reviewed regularly by the executive management team to reflect 

changes in market conditions and the Company’s activities. The Company, through its training and 

management standards and procedures, aims to develop a disciplined and constructive control 

environment in which all employees understand their roles and obligations. 

 

The risk committee oversees compliance by management with the Company’s risk management 

policies and procedures, and reviews the adequacy of the risk management framework in relation to 

the risks faced by the Company. 

 

Financial instruments carried on the balance sheet include cash and cash equivalents, trade and other 

receivables, financial assets, borrowings, trade and other payables, other liabilities. The particular 

recognition methods adopted are disclosed in the individual policy statements associated with each 

item. 

 

Market risk 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market prices. Market risk comprises of three types of risk: Interest rate risk, 

currency risk and other price risk. 

 

Interest rate risk cost  

The loans obtained by the Company are carried at variable interest rates based at prevailing market 

interest rates. 

 

 

31 December 

2020 

31 December 

2019 

Variable rate instruments   

Borrowings 398,397,000 458,395,992 
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27.  FINANCIAL INSTRUMENTS (continued) 

 

The table below reflects the possible change of 100 basis points in interest rates at the reporting date 

on profit or loss assuming all other variables are remain constant. 

 

 Gain / (loss) 2020 Profit / (loss) 2019 

 

Decrease in 

basis points of 

related 

commission 

rates 

100 bps 

Increase in basis 

points of related 

to commission 

rates 

100 bps 

Decrease in 

basis points of 

related 

commission 

rates 

100 bps 

Increase in 

basis points of 

related to 

commission 

rates 

100 bps 

     

Borrowings 3,983,970 (3,983,970) 4,583,960 (4,583,960) 

 

Foreign currency risk 

Currency risk is the risk that the value of a financial instrument will fluctuate due to fluctuations in 

foreign exchange rates. The Company is not significantly exposed to fluctuations in foreign 

exchange rates during its normal course of business, as the Company's core transactions during the 

period were denominated in Saudi Riyals and US Dollars. Thus, there are no significant risks 

associated with transactions and balances denominated in US Dollars. 

 

Credit risk 

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

cause the other party to incur a financial loss. Concentration risk arises when a number of 

counterparties engaged in similar business activities or activities in the same geographical region or 

have economic features that would cause them to fail their contractual obligations. To reduce 

exposure to credit risk, the Company has developed a formal approval process whereby credit limits 

are applied to its customers, which are based on comprehensive customer ratings and past repayment 

rates. 

 

The management also continuously monitors the credit exposure related to its customers and makes 

provision against those balances considered doubtful of recovery. Standing balances of customers 

are continuously monitored. Cash and cash equivalents are placed with national banks with sound 

credit ratings. Trade and other receivables are basically due from customers in local markets and 

most balances are pledged against effective bank guarantees from local banks with sound credit 

ratings. Trade and other receivables are stated at their estimated realizable values. 

 

The Management considers reasonable and supportive forward-looking information such as: 

 

a) Actual or expected significant adverse changes in business, 

b) actual or expected significant changes in the operating results of the counterparty, 

c) financial or economic conditions that are expected to cause a significant change to the 

counterparty’s ability to meet its obligations, 

d) significant increase in credit risk on other financial instruments of the same counterparty, 

e) significant changes in the value of the collateral supporting the obligation or in the quality of 

the third-party guarantees or credit enhancements.  
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27.  FINANCIAL INSTRUMENTS (continued) 

 

The Company's gross maximum exposure to credit risk is as follows: 

 

31 December 

2019  

31 December 

2020 

 

  Financial assets 

35,527,696 41,042,377 Trade receivables  

324,664,803 542,534,970 Bank balances 

360,192,499 583,577,347  

   

31 December 

2019  

31 December 

2020 

 

  Financial assets 

360,192,499 583,577,347 Secured * 

360,192,499 583,577,347  

 

The aging of trade receivables at the financial statements date was as follows: 

 

 31 December 2020 31 December 2019 

Duration Balance 

Impairment 

In value Balance 

Impairment 

In value 

 Saudi Riyals 

(In thousands) 

Saudi Riyals 

(In thousands) 

Saudi Riyals 

(In thousands) 

Saudi Riyals 

(In thousands) 

Neither past due nor 

impaired 40,471,861 -- 33,026,417 -- 

From 0 to 60 days 680,350 109,834 1,939,336 -- 

From 61 to 90 days 57,840 57,840 495,424 -- 

>90 Days 242,913 242,913 66,519 -- 

 41,452,964 410,587 35,527,696 -- 

 

Liquidity risk  

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet 

commitments associated with financial instruments. Liquidity risk may result from an inability to 

sell financial assets quickly at an amount close to its fair value. Liquidity risk is managed by 

monitoring on a regular basis that sufficient funds are available. The concentrations of liquidity risk 

may arise from the repayment terms of financial liabilities, sources of borrowings or reliance on a 

particular market in which to realize liquid assets. the following are the contractual maturities of the 

financial liabilities at the end of the period, which are presented in gross and undiscounted amounts.   
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27.  FINANCIAL INSTRUMENTS (continued) 

Credit risk (continued) 

 Undiscounted contractual cash flows  

31 December 

2020  1 year or less 

1 year to 

3 years) 

3 years or 

More 

Interest 

accruals for 

future periods 

Total 

contractual 

maturity 

Total  

Carrying 

value 

       

Loans 70,000,000 172,500,000 155,897,000 37,416,815 435,813,815 398,397,000 

Trade and 

Accrued 

expenses and 

other payables 147,165,532 -- -- -- -- 147,165,532 

Dividend 

payables  158,620,252 -- -- -- -- 158,620,252 

 375,785,784 172,500,000 155,897,000 37,416,815 435,813,815 704,182,784 

       

 Undiscounted contractual cash flows  

31 December 

2019  1 year or less 

1 year to 

3 years) 

3 years or 

More 

Interest 

accruals for 

future periods 

Total 

contractual 

maturity 

Total  

Carrying value 

       

Loans 60,000,000 225,000,000 173,395,992 51,511,323 509,907,315 458,395,992 

Trade and 

Accrued 

expenses and 

other payables 124,189,432 -- -- -- -- 124,189,432 

Dividend 

payables 161,557,685 -- -- -- -- 161,557,685 

 345,747,117 225,000,000 173,395,992 51,511,323 509,907,315 744,143,109 

 

- It is not expected that the cash flows included in the maturity analysis could occur significantly 

earlier, or at significantly different amounts. 

 

Capital management 

The Company’s objective when managing capital is to safeguard the Company's ability to continue 

as a going concern so that it can continue to provide returns for shareholders and benefits for other 

stakeholders. and to maintain a strong capital base to support the sustained development of its 

businesses. 

 

The Company’s adjusted net liabilities to equity ratio was as follows:  

 

 31 December 

2020 

31 December 

2019 

   

Total liabilities  864,769,917 893,708,809 

Less: Cash at banks (542,534,970) (324,664,803) 

Net liabilities  322,234,947 569,044,006 

   

Total equity  3,279,712,771 3,306,464,670 

Net liabilities to equity ratio  0.10 0.17 
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27.  FINANCIAL INSTRUMENTS (continued) 

 

Capital management (continued) 

 

The below table shows the carrying amounts and fair values of the financial assets and liabilities 

including their levels in the fair value hierarchy.  

 

 

28. FINANCE COSTS 

 

Financial charges for the year ended 31 December comprise the following: 

 

 31 December 

2020 

31 December 

2019 

   

Finance cost charged on the statement of profit or loss 

under borrowings 13,052,379 19,773,375 

Capitalized finance cost charged under projects in progress 

under borrowings -- 26,351,752 

Finance cost charged on the statement of profit or loss 

under employee’s benefits obligations 3,226,434 4,281,190 

 16,278,813 50,406,317 

 

  

 31 December 2020 

 Carrying value  Fair value 

Financial Assets Amortized 

cost 

Total  Level 1 Level 2 Level 3 Total 

        

Trade receivables  41,042,377 41,042,377  -- -- -- -- 

Cash and cash equivalents  542,534,970 542,534,970  -- -- -- -- 

 583,577,347 583,577,347  -- -- -- -- 

Financial liabilities         

Loans and facilities 398,397,000 398,397,000  -- -- -- -- 

Trade and Accrued 

expenses and other 

payables 147,165,531 147,165,531  -- -- -- -- 

 

545,562,531 545,562,531  -- -- -- -- 

 31 December 2019 

 Carrying value  Fair value 

Financial Assets Amortized cost Total  Level 1 Level 2 Level 3 Total 

        

Trade receivables  35,527,696 35,527,696  -- -- -- -- 

Cash and cash equivalents  324,664,803 324,664,803  -- -- -- -- 

 360,192,499 360,192,499  -- -- -- -- 

Financial liabilities         

Loans and facilities 458,395,992 458,395,992  -- -- -- -- 

Trade and Accrued 

expenses and other 

payables 124,189,432 124,189,432  -- -- -- -- 

 
582,585,424 582,585,424  -- -- -- -- 
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29. SUBSEQUENT EVENTS 

 

The Board of Directors, at its meeting held on Rajab 19, 1441H, corresponding to 3 March 2020, 

recommended a cash dividend of SR 350 million for the second half of the financial year ending 31 

December 2020 at SR 3 per share. 

 

The dividends are attributable to the shareholders of the Company who own shares by the end of the 

next General Assembly and registered in the registry of the Company’s shareholders in the Securities 

Depository Center (Edaa) at the end of the second trading day following the due date. The date of 

the Company's General Assembly meeting will be announced later, after taking the necessary 

approvals. 

 

30. APPROVAL OF THE FINANCIAL STATEMENTS  

 

These financial statements were approved by the Board of Directors on 19 Rajjab 1442H, 

corresponding to March 3, 2021. 
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