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1  CORPORATE INFORMATION 

 

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

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

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

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

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

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

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

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

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

(corresponding to 3 May 2015). 
 

The subsidiary companies whose financial information are incorporated into these interim condensed consolidated financial 

statements are as follows: 
 

Subsidiary name 

Country of 

incorporation Principal business activity 

Effective 

Ownership interest 

    

Waste Collection and Recycling 

Company Limited (“WASCO”) Saudi Arabia 

Whole and retail sales of paper, carton 

and plastic waste 100%  

Special Achievements Company Limited 

(“SACO”) Saudi Arabia 

Whole and retail sales of used papers, 

carton and plastic products 100% 

Roots Paper Manufacturing Company  

Limited (“Roots”) Saudi Arabia 

Production and sales of tissue paper  

rolls. 100% 

Estidama Environmental Services 

Company LLC (“Estidama”) Saudi Arabia 

Whole sales of wastes, scrap, and other 

unclassified product and waste 

management and treatment services 50%  
 

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

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

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

of the issuance of these interim condensed consolidated financial statements. 
 

On 21 January 2021 (corresponding to 8 Jumada II 1442H), the Group has established a subsidiary namely “Roots Paper 

Manufacturing Company” (a one-person limited liability company) with 100% ownership of Parent Company to implement 

the expansion project of tissue paper factory in the industrial valley of King Abdullah Economic City, Rabigh, Saudi Arabia. 

The Parent Company has invested its paid-up share capital of the subsidiary and all transactions incurred during the period by 

Roots Paper Manufacturing Company have been reflected in these interim condensed consolidated financial statements for 

the period ended 30 September 2021.   
 

On 18 August 2021 (corresponding to 10 Muharram 1443H), WASCO (a wholly owned subsidiary of the parent) established 

a subsidiary “Estidama Environmental Services Company LLC (“Estidama”) with 50:50 shareholding along with “Jeddah 

Development and Urban Regeneration Company” where WASCO under an arrangement established management control 

over Estidama. The purpose of the Estidama is the materials recovery, waste management and treatment, treatment and 

disposal of non-hazardous wastes, treatment activities, other waste management services and the wholesale of wastes, scrap, 

and other unclassified products. Estidama started its operations during September 2021 and all transactions incurred during 

the period has been reflected in these interim condensed consolidated financial statements for the period ended 30 September 

2021. 
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2  BASIS OF PREPARATION 
 

2.1 Statement of compliance 

The interim condensed consolidated financial statements for the nine months period ended 30 September 2021 have been 

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

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

Certified Public Accountants (“SOCPA”). The Group has prepared the interim condensed consolidated financial statements 

on the basis that it will continue to operate as a going concern. The Directors consider that there are no material uncertainties 

that may cast doubt significant doubt over this assumption. They have formed a judgement that there is a reasonable 

expectation that the Group has adequate resources to continue in operational existence for the foreseeable future, and not less 

than 12 months from the end of the reporting period.    

 

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

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

statements for the year ended 31 December 2020 (see also note 2.4). 

 

2.2 Basis of measurement 

 

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

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

defined benefit obligations, actuarial present value calculations are used.  

 

2.3 Functional and presentation currency 

 

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

and presentation currency. 

 

2.4 Significant accounting judgements, estimates and assumptions  
 
The preparation of the Group’s interim condensed consolidated financial statements requires management to make judgments, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets, liabilities and accompanying 
disclosures.  The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next 
financial period, were disclosed in annual consolidated financial statements for the year ended 31 December 2020.  
  
In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) as a pandemic 
which continues to spread throughout the globe including Saudi Arabia. During the period ended 30 September 2021, the 
Saudi Arabian government took many initiatives to contain the spread of virus which included restrictions on travel, gathering 
of people and enactment of curfew timings. This resulted in many non-essential businesses to close until further notice. The 
industry of packaging material is considered as an essential industry by the regulatory authorities and accordingly, the Group 
was permitted to operate under the normal course of business and its employees to attend the offices after taking precautionary 
measures in accordance with rules laid down by regulatory authorities. Considering these factors, the Company’s management 
carried out an impact assessment on the overall Company’s operations and business aspects including factors like dealing with 
customers, seamless products delivery processes, collections protocols, uninterrupted material supply, strong working capital 
projections, etc. and concluded that, as at the issuance date of these interim condensed consolidated financial statements, the 
Group did not have significant adverse impact on its operations and businesses due to COVID-19 and no significant changes 
are required to the judgements, assumptions and key estimates. However, in the view of the current uncertainty, any future 
change in the assumptions and estimates could result in outcomes that could require a material adjustment to the carrying 
amounts of the assets or liabilities affected in the future periods. As the situation is rapidly evolving with future uncertainties, 
management will continue to assess the impact based on prospective developments. 
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2 BASIS OF PREPARATION (continued) 

 

2.5 Significant accounting policies (continued) 
 
The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are consistent 
with those followed in the preparation of the Group’s annual consolidated financial statements for the year ended 31 December 
2020, except for the following new policy adopted during 2021. 
 
2.5.1  Basis of consolidation 
 

(a) Subsidiaries  

Subsidiaries are entities which are controlled by the Group. To meet the definition of control, all three criteria must be met: 
  

i) the Group has power over the entity;  

ii) the Group has exposure, or rights, to variable returns from its involvement with the entity; and  

iii) the Group has the ability to use its power over the entity to affect the amount of the entity’s returns.  
 

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when the 

Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and 

circumstances in assessing whether it has power over an investee, including: 
 

i) the contractual arrangement(s) with the other vote holders of the investee  

ii) rights arising from other contractual arrangements  

iii) the Group’s voting rights and potential voting rights 
 

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one 

or more of the three elements of control. Subsidiaries are consolidated from the date on which control is transferred to the 

Group and cease to be consolidated from the date on which the control is transferred from the Group. The results of subsidiaries 

acquired or disposed of during the year, if any, are included in the consolidated statement of comprehensive income from the 

date of the acquisition or up to the date of disposal, as appropriate.   

Profit or loss and each component of OCI are attributed to the equity holders of the parent of the Group and to the non-

controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessary, adjustments 

are made to the financial statements of subsidiaries to bring their accounting policies in line with the Group’s accounting 

policies. 
 

(b) Eliminations on consolidation  

Intra-group balances and transactions and any unrealised income and expenses arising from intra-group transactions, are 

eliminated in preparing the consolidated financial statements.  

 

(c) Change in ownership 

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.  If the 

Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling 

interest and other components of equity, while any resultant gain or loss is recognised in profit or loss. Any investment retained 

is recognised at fair value. 

 

2.5.2 Equity-settled employee share-based payments 

 

Employees (including key management) of the Group receive remuneration in the form of share-based payments, whereby 

qualifying employees render services as consideration for equity instruments (equity-settled transactions). The cost of equity-

settled transactions is determined by the fair value at the date when the grant is made based on market price of the Company’s 

shares on Saudi stock exchange (Tadawul) at the grant date (see Note 11).  

 

That cost is recognised in employee benefits expense in their respective entities of the Group based on entitled employees 

included in program, together with a corresponding increase in reserve for employee share-based payments in equity as capital 

reserves, over the period in which the service and, where applicable, the performance conditions are fulfilled (the vesting 

period). The cumulative expense recognised as equity-settled transactions at each reporting date until the vesting date, reflects 

the extent to which the vesting period has expired and the Group’s best estimate of the number of equity instruments that will 

ultimately vest. The expense or credit in the statement of profit or loss for a period represents the movement in cumulative 

expense recognised as at the beginning and end of that period.  
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2 BASIS OF PREPARATION (continued) 

 

2.5 Significant accounting policies (continued) 

 

2.5.2 Equity-settled employee share-based payments (continued) 

 

Service and non-market performance conditions are not taken into consideration when determining the grant date fair value 

of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best estimate of the number of 

equity instruments that will ultimately vest. No expense is recognised for awards that do not ultimately vest because non-

market performance and/or service conditions have not been met. 

 

Upon completion of vesting period, the treasury shares are offset with reserve for employee share-based payments in equity 

and any difference between reserve and treasury shares are directly charged to retained earnings.   
 
3 NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ADOPTED BY THE GROUP 
 

The Group has not early adopted any standard, interpretation or amendment that has been issued but is not yet effective. 
Several amendments and interpretations apply for the first time in 2021, but do not have an impact on the interim condensed 
consolidated financial statements of the Group. 
 
Interest Rate Benchmark Reform – Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16  

The amendments provide temporary reliefs which address the financial reporting effects when an interbank offered rate 

(IBOR) is replaced with an alternative nearly risk-free interest rate (RFR). The amendments include the following practical 

expedients:  
 

• A practical expedient to require contractual changes, or changes to cash flows that are directly required by the reform, 

to be treated as changes to a floating interest rate, equivalent to a movement in a market rate of interest    

• Permit changes required by IBOR reform to be made to hedge designations and hedge documentation without the 

hedging relationship being discontinued    

• Provide temporary relief to entities from having to meet the separately identifiable requirement when an RFR 

instrument is designated as a hedge of a risk component 

 

The Group assessed that the impact of transition from LIBOR to risk free rates will not be significant on Group’s interim 

condensed consolidated financial statements as all of its LIBOR based borrowings will be paid before or during the year 

2021. 
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4 SEGMENT INFORMATION 

 

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

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

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

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

segments: 

 

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

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

 

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

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

those that can be allocated on a reasonable basis. 

 

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

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

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

September 2021: 

 

 Manufacturing Trading Elimination Total 

Results for the nine-month period ended 

30 September 2021 (Unaudited) 
    

Revenues 713,504,417 294,777,248 (277,830,917) 730,450,748 

External revenues 713,504,417 16,946,331 - 730,450,748 

Segment profit before zakat 133,080,202 20,640,929 (21,594,015) 132,127,116 

Finance costs 9,833,280 1,001,162 - 10,834,442 

Depreciation and amortization 65,969,888 9,035,020 - 75,004,908 

     

Results for the three-month period 

ended 30 September 2021 (Unaudited) 
    

Revenues 274,412,283 102,619,488 (97,547,606) 279,484,165 

External revenues 274,412,283 5,071,882 - 279,484,165 

Segment profit before zakat 67,008,536 7,842,330 (7,906,818) 66,944,048 

Finance costs 2,817,924 327,792 - 3,145,716 

Depreciation and amortization 21,009,805 2,952,758 - 23,962,563 

     

Results for the nine-month period ended 

30 September 2020 (Unaudited) 
    

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

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

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

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

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

Results for the three-month period 

ended 30 September 2020 (Unaudited) 
    

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

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

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

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

Depreciation and amortization 23,817,880 2,840,407 - 26,658,287 
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4 SEGMENT INFORMATION (continued) 

 

 Manufacturing Trading Elimination Total 

As at 30 September 2021 (Unaudited)     

Total assets 1,631,804,145 162,553,131 (139,866,122) 1,654,491,154 

Total liabilities 721,331,366 101,446,956 (56,277,011) 766,501,311 

     

As at 31 December 2020 (Audited)     

Total assets  1,495,085,743  145,854,491  (63,580,737) 1,577,359,497 

Total liabilities 743,092,751  108,698,814 (26,425,060)  825,366,505 

 

The Group sells its final products in to local and foreign markets in Middle East, Africa, Asia and Europe. Export sales during 

the three-month and nine-month periods ended 30 September 2021 amounted to SR 89.4 million and SR 273.1 million, 

respectively (three-month and nine-month periods ended 30 September 2020: SR 63.1 million and SR 215.6 million, 

respectively). Local external sales in Kingdom of Saudi Arabia, during the three-month and nine-month periods ended 30 

September 2021 amounted to SR 190.1 million and SR 457.3 million, respectively (three-month and nine-month periods ended 

30 September 2020: SR 104.4 million and SR 319.3 million, respectively. 
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5 PROPERTY, PLANT AND EQUIPMENT  

 Land 
Buildings and 

mobile cabinets 
Machinery and 

equipment 
Furniture and 

fixtures Motor vehicles 
Capital work-in-

progress Total 
At 1 January 2021        

Cost 169,704,302 189,027,010 1,496,547,666 21,647,457 42,842,603 103,007,179 2,022,776,217 

Accumulated depreciation - (63,630,479) (814,671,429) (16,731,424) (34,820,863) - (929,854,195) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 
Net book value (Audited) 169,704,302 125,396,531 681,876,237 4,916,033 8,021,740 103,007,179 1,092,922,022 

 ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ 
Nine-month period ended 30 September 
2021        
Opening net book value 169,704,302 125,396,531 681,876,237 4,916,033 8,021,740 103,007,179 1,092,922,022 
Additions  748,599 365,458 12,011,176 3,354,589 966,160 34,156,176 51,602,158 
Transfers        

- Cost - - 33,513,865 208,190 - (33,722,055) - 

- Accumulated depreciation - - - (333) - 333 - 
Disposals and write off        

- Cost - (210,950) (18,295,090) (441,439) (10,478,982) - (29,426,461) 

- Accumulated depreciation - 96,996 17,228,178 441,311 10,476,436 - 28,242,921 

Reclass to intangible assets - - - - - (24,773) (24,773) 

Depreciation charge - (4,896,091) (61,512,851) (1,629,355) (1,484,101) - (69,522,398) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 

Closing net book value as at 30 
September 2021 170,452,901 120,751,944 664,821,515 6,848,996 7,501,253 103,416,860 1,073,793,469 

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

At 30 September 2021        
Cost 170,452,901 189,181,518 1,523,777,617 24,768,797 33,329,781 103,416,860 2,044,927,474 

Accumulated depreciation - (68,429,574) (858,956,102) (17,919,801) (25,828,528) - (971,134,005) 
 ───────── ───────── ───────── ───────── ───────── ───────── ───────── 

Net book value (Unaudited) 170,452,901 120,751,944 664,821,515 6,848,996 7,501,253 103,416,860 1,073,793,469 
 ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ 
 
5.1 During the nine-month period ended 30 September 2021, finance costs amounting to SR 1.6 million were capitalized as part of property, plant and equipment (year ended 31 

December 2020: SR 2.8 million).   
 
5.2 Capital work-in-progress as at 30 September 2021 includes costs incurred related to the ongoing projects for plant and machinery. as well as construction of a tissue mill 

factory in King Abdullah Economic City, Rabigh under the wholly own subsidiary “Roots Paper Manufacturing Company”. The ongoing projects are expected to be 
completed during the third quarter of 2022 and the tissue mill project is expected to be completed during first quarter 2023. Refer to note 14 for capital commitments. 

 
5.3 All land, buildings and mobile cabinets, machinery, equipment, furniture and fixtures owned by the Company are pledged as collateral to Saudi Industrial Development Fund 

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

 Leased Land Buildings  Total 

At 1 January 2021    

Cost 48,028,022 4,574,011 52,602,033 

Accumulated depreciation (11,898,992) (2,417,569) (14,316,561) 

 ───────── ───────── ───────── 

Net book value (Audited) 36,129,030 2,156,442 38,285,472 

 ═════════ ═════════ ═════════ 

Nine-month period ended 30 September 2021    

Opening net book value 36,129,030 2,156,442 38,285,472 

Additions - 2,495,122 2,495,122 

Depreciation charge (3,878,293) (1,079,763) (4,958,056) 

 ───────── ───────── ───────── 

Closing net book value as at 30 September 2021 32,250,737 3,571,801 35,822,538 

 ═════════ ═════════ ═════════ 

At 30 September 2021    

Cost 48,028,022 7,069,133 55,097,155 

Accumulated depreciation (15,777,285) (3,497,332) (19,274,617) 

 ───────── ───────── ───────── 

Net book value (Unaudited) 32,250,737 3,571,801 35,822,538 

 ═════════ ═════════ ═════════ 

 
7 LONG-TERM BORROWINGS 

 

 

30 September  
2021 

(Unaudited) 

31 December 
2020 

(Audited) 

   

   Saudi Industrial Development Fund (“SIDF”) 60,266,894 106,962,548 

   Islamic banking facilities (“Tawarruq”) 357,515,430 389,417,973 

 ───────── ───────── 

   Long-term borrowings  417,782,324 496,380,521 

   Less: current portion shown under current liabilities (162,743,986) (192,222,731)  

 ───────── ───────── 

   Long term borrowings shown under non-current liabilities   255,038,338 304,157,790 

 ═════════ ═════════ 

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

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

  
During 2020, the Company has obtained new facility from SIDF amounting SR 35.3 million to finance the 
construction of manufacturing facilities. The loan is repayable in unequal semi-annual instalments up to February 
2025. 
 
Upfront fees were deducted at the time of receipt of the loans. These fees are amortised over the periods of respective 
loans. The loans bear a follow up fee to be paid on periodic basis. Under the terms of the SIDF loan agreement, the 
Company’s property, plant and equipment are pledged as collateral to SIDF. 

   
(b) The Company also obtained long-term credit facilities from commercial banks. These loans bear financial 
 charges based on prevailing market rates in Kingdom of Saudi Arabia (“SIBOR”) and United Kingdom (“LIBOR”).  
   
 Upfront fees were deducted at the time of receipt of loans from commercial banks, which are amortised over the 
 period of the respective loans. These loans are repayable up to the year 2026. 
 

 The above loans and facilities include certain financial covenants which require the Company to maintain certain 

levels of current and leverage ratios and certain restriction on dividend distribution and also notify the bank any 

breach or probable breach immediately. The Company is in compliance with all its related covenants as of 30 

September 2021. 
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8 LEASE LIABILITIES 

 

Movement in lease liabilities is summarized as follows: 

 

30 September  
2021 

(Unaudited) 

31 December  
2020 

(Audited) 

   

At the beginning of the period / year 39,989,886 43,353,090 

Additions 2,495,122 1,396,904 

Remeasurement - 956,940 

Accretion of interest 1,052,759 1,610,737 

Payments (5,709,219) (7,327,785) 

 ───────── ───────── 

At the end of the period / year 37,828,548 39,989,886 

 ═════════ ═════════ 

 

The scheduled maturities of the lease liabilities as at period ended 30 September 2021 are as follows: 

 

 
Principal  

amount 

 

Interest 

Net lease 

liabilities 

    

Current portion 9,111,594 (1,231,782) 7,879,812 

Non-current portion 33,252,567 (3,303,831) 29,948,736 

 ───────── ───────── ───────── 

 42,364,161 (4,535,613) 37,828,548 

 ═════════ ═════════ ═════════ 

 
9 OTHER FINANCIAL LIABILITY 

During the year ended 31 December 2020, the Company signed an agreement with Emaar, in the King Abdullah Economic 

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

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

instalments ending on 31 March 2029. Later the Company re-negotiated with the seller on cash value and payment terms and 

accordingly the revised cash value is SR 71,205,403 and total purchase price of SR 74,859,876 payable in unequal annual 

instalments ending on 31 July 2027. 

 

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

 

 
30 September  

2021 
(Unaudited) 

31 December  
2020 

(Audited) 

   

Total liability 39,717,340        46,502,845 

Less: current portion shown under current liabilities (6,682,563)        (6,579,796) 

 ───────── ───────── 

Long term liability shown under non-current liabilities   33,034,777         39,923,049 

 ═════════       ═════════ 

 

The scheduled maturities of the liability related to land purchase arrangements as at period ended 30 September 2021 are as 

follows: 

 
Gross  

amount 

Discounting 

impact 

Net  

Liability 

    

Current portion 7,485,988 (803,425) 6,682,563 

Non-current portion 34,934,608 (1,899,831) 33,034,777 

 ───────── ───────── ───────── 

 42,420,596 (2,703,256) 39,717,340 

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

 

10.1  Components of zakat base 

 

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

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

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

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

 

30 September  
2021 

(Unaudited) 

31 December  
2020 

(Audited) 
   

   At the beginning of the period/year 4,693,350 1,437,193 

   Provisions   

- Provision for the current period/year 6,029,592 4,693,350 

- Adjustment related to prior years 204,870 (176,587) 

   Payments (4,898,220) (1,260,606) 

 ───────── ───────── 

   At the end of the period/year 6,029,592 4,693,350 

 ═════════ ═════════ 

 

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

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

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

remaining balance amount.  During 2019, the Zakat, Tax and Customs Authority (“ZATCA”) has issued a revised assessment 

reducing the additional assessment amount to SR 6.83 million. The Company has settled SR 1.2 million and submitted the 

objection against the remaining revised assessment. The matter is currently escalated to the General Secretariat for Tax 

Committees (“GSTC”) to be heard at the Tax Violation and Disputes Resolution Committee (“TVDRC”).  

 

During July 2020, the ZATCA has issued an assessment for the year 2014, without any additional claim on zakat. During 

December 2020, the ZATCA issued an assessment for the years ended 31 December 2015 to 2018 claiming SR 30 million in 

additional Zakat. The Company duly submitted its objection during February 2021. The ZATCA has rejected the objection 

and the Company has escalated the dispute to the General Secretariat for Tax Committees (“GSTC”) to be heard at the Tax 

Violation and Disputes Resolution Committee (“TVDRC”).  

 

However, management based on ZATCA regulation interpretations and supporting documents submitted along with 

objections, believes that the ultimate outcome of pending assessments will not result in any material additional liability to the 

Company. The zakat declarations of the Company for the years 2013 to 2020 are filed with the ZATCA and unrestricted zakat 

certificates have been obtained till 30 April 2022.   

 

During July 2021, WASCO received an assessment for the year ended 31 December 2016 and 2017 claiming additional Zakat 

amounting to SR 1.39 million and SR 169K, respectively, which were objected against the claim by WASCO. The ZATCA 

has rejected the objection and WASCO has escalated the dispute to the General Secretariat for Tax Committees (“GSTC”) to 

be heard at the Tax Violation and Disputes Resolution Committee (“TVDRC”). 

 

The zakat declarations of WASCO for the years 2009 to 2020 are currently under review by the ZATCA and unrestricted 

zakat certificates have been obtained till 30 April 2022. The zakat declarations of SACO for the years 2009 to 2020 are 

currently under review by the ZATCA and unrestricted zakat certificates have been obtained till 30 April 2022.
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11 EQUITY SETTLED EMPLOYEE SHARE-BASED PAYMENTS PLAN  

 

During 2021, the Group’s Board of Directors approved the equity settled share-based payments plan for the employees 

(including some key management personnel) working in operational departments of Group on completion of 3 years’ vesting 

period ended on 1 January 2021 with a grant date of 1 July 2021. The Company had already purchased 300,000 equity shares 

at cost of SR 6,816,812 during 2018 for the purposes of this plan and recorded the shares as treasury shares in equity. The 

Group accordingly recognised the employees’ service cost amounting to SR 10.29 million in statement of profit and loss and 

created a reserve for employee share-based payments plan in equity. The Company has not transferred the entitled shares to 

respective employees as of period ended 30 September 2021, but it’s expected to do so before 31 December 2021. 
 
12 EARNINGS PER SHARE  

 

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

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

outstanding during the period. 

 

 Three-month period ended  Nine-month period ended 

 

30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 

 30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 
      

Net profit attributable to equity holders of the 

Parent Company 

 

65,043,634 

 

382,906 

  

125,850,809 

 

15,947,067 

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

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

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

Basic and diluted earnings per share (SR per share) 1.31 0.01  2.53  0.32 

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

 

13 FAIR VALUE OF ASSETS AND LIABILITIES 

 

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

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

sell the asset or transfer the liability takes place either: 
 

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

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

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

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

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

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

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

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

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

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

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

  

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

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

or indirectly observable. 

 

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

unobservable.   
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13 FAIR VALUE OF ASSETS AND LIABILITIES (continued) 

 

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

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

that is significant to the entire measurement. 

 

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

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

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

these instruments. 

 

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

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

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

by the fund manager. 

 

The fair values under Level 2 were as follows: 
 

 
30 September  

2021 
31 December  

2020 

 (Unaudited) (Audited) 

Level 2   

Derivative financial instruments – Negative fair value - (364,800) 

 ═════════ ═════════ 

Investment at fair value through profit or loss 5,593 5,581 

 ═════════ ═════════ 
 

During the nine-month periods ended 30 September 2021 and 30 September 2020, there were no movements between the 

levels. 

 

14 CONTINGENCIES AND COMMITMENTS  

 

(a) As at 30 September 2021, the Group had outstanding letters of credit amounting to SR 95.82 million (31 December 

2020: SR 0.68 million) and letters of guarantee amounting to SR 2.25 million (31 December 2020: SR 5.12 million) 

that were issued in the normal course of the business. 

 

(b) The capital expenditure contracted by the Group but not incurred till 30 September 2021 was approximately SR 

179.1 million (31 December 2020: SR 55.1 million). 
 

15 RELATED PARTY TRANSACTIONS AND BALANCES 
 

15.1 Key management compensation 
 

Compensation for key management is as follows: 
 

 Three-month period ended  Nine-month period ended 

 

30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 

 30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 
      

Short term benefits 7,678,689 2,566,060  15,012,087 8,201,845 

Post-employment benefits 94,500 56,700  207,900 170,100 

Termination benefits 201,618 115,058  526,221 386,232 

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

 7,974,807 2,737,818  15,746,208 8,758,177 

 ═════════ ═════════  ═════════ ═════════ 
 
Compensation to key management personnel includes salaries, equity-settled employees share-based payments cost and 

contributions to post-employment defined benefit plan. 
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15 RELATED PARTY TRANSACTIONS AND BALANCES (continued) 

  

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

financial information is summarized below: 
 

   Three-month period ended Nine-month period ended 

Related party 
Description 

of 
transaction 

Relationship 

30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 

30 September  
2021 

(Unaudited) 

30 September  
2020 

(Unaudited) 
       

Directors 
Directors’ 

remuneration Directors 

 

659,562 

 

629,586 

 

1,978,317 

 

1,893,514 

Arabian Maize Company 

for Industry  

(formerly “Al Masirah 

International Industrial 

Investments 

Company”) 

Purchase of 

starch 

materials 

Company of 

chairman 

board of 

directors 7,191,508 - 15,174,621 - 
 

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

 
30 September  

2021 

31 December  

2020 

   

Accrued directors’ remuneration (1,338,463)                          - 

Advances to key management personnel 803,057 419,980 

Jeddah Development and Urban Regeneration Company 20,050,000 - 

Arabian Maize Company for Industry (2,799,413) (1,674,806) 
 

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

21 Rabi I 1443H (corresponding to 27 October 2021G). 


