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INTRODUCTION TO THE MANUAL

This manual covers financial accounting
standards for commercial banks which have been
prepared by SAMA and comprises texts of the
recommended standards which .are to be applied
by the banks in Saudi Arabia. The text of each
standard contains definition of principal terms
used, scope and provisions. These recommended
standards are as follows:

1. Standard of Investment and Trading in
Securities
2. Standard of Loans
3. Standard of Deposits
4. Standard of Accounting Changes and
Correction of Errors
5. Standard of Foreign Currency Translation
6. Standard of Fixed Assets and Other Real Estate
7. Standard of Consolidated Financial Statements
and Investments in Subsidiaries
8. Standard of Presentation and General
Disclosure
SAMA will be issuing further standards in the future
and also any amendments to these should the
circumstances require it.

Note:

Standards issued by the Ministry of Trade Can be
used for any other accounting issues not covered in
the manual.

RECOMMENDED ACCOUNTING
STANDARDS

INTRODUCTION

1. STANDARD OF INVESTMENT AND
TRADING IN SECURITIES

2. STANDARD OF LOANS

3. STANDARD OF DEPOSITS

4. STANDARD OF ACCOUNTING
CHANGES
AND CORRECTION OF ERRORS

5. STANDARD OF FOREIGN CURRENCY
TRANSLATION

6. STANDARD OF FIXED ASSETS AND
OTHER REAL ESTATE

7. STANDARD OF CONSOLIDATED
FINANCIAL STATEMENTS AND
INVESTMENT IN SUBSIDIARIES

8. STANDARD OF PRESENTATION AND
GENERAL DISCLOSURE

INTRODUCTION

This  introduction delincates  certain  basic
assumptions for the standards covered herein, and is
considered to be an integral part of the text of these
standards.

(Paragraph 1)
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BASIC ASSUMPTIONS
1) These standards apply to commercial banks
licensed to operate in the Kingdom of Saudi
Arabia regardless of their legal form.
(Paragraph 2)

2) These standards apply to transactions permitted
under the Banking Control Law issued by Royal
Decree No. 5/M. dated 22.02.1386H.

(Paragraph 3)

3) These standards do not apply to money-exchange
firms.

(Paragraph 4)

4) These standards define acceptable accounting
methods (policies) for the measurement of relevant
transactions, events, financial conditions as well
as general presentation and disclosure provisions
which govern the financial statements that are
prepared by commercial banks for general
purposes that are common for all users of those
statements. Accordingly. these standards do not
deal with methods of measurement, provisions of
presentation and disclosure in financial reports
prepared by commercial banks for supervisory
purposes or other special purposes if the latter
conflict with the general purposes that are
common to all users of the financial statements.

(Paragraph 3)

5) These standards apply to financial transactions,
events and conditions that are of material value.
(Paragraph 6)
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1) STANDARD OF INVESTMENT AND
TRADING IN SECURITIES
(Paragraph 101 - 142)

1.1 DEFINITIONS
1.2 SCOPE
1.3 TEXT

1) STANDARD OF INVESTMENT AND
TRADING IN SECURITIES

1.1 DEFINITIONS
A) Trading Security Portfolio-Domestic

All kinds of securities issued by economic entities
inside the Kingdom of Saudi Arabia that are
acquired by the bank for trading in order to realize
capital gains from the appreciation of their value.
(Paragraph 101)

B) Investment Security Portfolio-Domestic
All kinds of securities issued by economic entities

inside the Kingdom of Saudi Arabia that are
acquired by the bank for long term investment.
(Paragraph 102)

C) Trading Security Portfolio-Foreign
All kinds of securities issued by economic entities
outside Saudi Arabia that arc acquired by the
bank for negotiation to realize capital gains from

the appreciation of their value.
(Paragraph 103)

D) Investment Security Portfolio-Foreign
All kinds of securities issued by economic entities
outside Saudi Arabia that are acquired by the
bank for long term investment.
(Paragraph 104)

E) Date of Acquisition
The date on which the rights and risks associated
with title of securities have been transferred to the
bank regardless of the method by which the title
was transferred 1.e. by telephone, telex or on the

basis of a contract, etc.
(Paragraph 105)

F) Cost of Acquisition
The cost born by the bank for the acquisition of
securities including cost already paid or accrued
to others such as brokers' fees, etc.
(Paragraph 106)
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G) Current Market Value

The value  which sets the base for the negotiation

of a given kind of security at a specific date

between an interested buyer and seller. Current

market value may be published by international

money markets or defined by virtue of official

reports which govern locally issued securities.
(Paragraph 107)

H) Realized Trading Profit and Investment Gain
Realized trading profit is the increasc in the sale
value of sccuritics (acquired by the bank for
trading) over their book value, provided that the
conditions  of sale are fulfilled. Realized
investment gain is the increase in the sale value of
sccurities (acquired by the bank for investment)

over their book value, provided that conditions of
sale are fulfilled.
(Paragraph 108)

I) Realized Trading and Investment Losses
Realized trading loss is the decrease in the sale
value of sccurities (acquired by the bank for
trading) over their book value, provided that
conditions  of sale are fulfilled. Realized

investment loss is the decrease in the sale value of
sccurities (acquired by the bank for investment)
over. their book value, provided that conditions of
salc are fulfilled.

(Paragraph 109)

J) Unrealized Gains/Losses
The difference between the current book value and
market value of securities that are still possessed
by the bank.
(Paragraph 110)

K) Book Value of Securities
The accounting value of securities in compliance
with the requirements of this standard.
(Paragraph 111)

L) Notional Value of Limited Life Securitics
The value which the issuer of the money

instrument undertakes to pay at maturity.
(Paragraph 112)

1.2 SCOPE
A) This standard defines acceptable accounting
methods  for the measurement of financial
transactions, events and conditions related to the
‘acquisition by commercial banks of securities
issued by competent economic entities inside or
outside Saudi Arabia both for trading or
investment purposes.
(Paragraph 113)
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B) This standard also defines the requirements of
presentation and general disclosure of trading and
investment  securities issued by competent
economic entities inside and outside the Kingdom
in the general purpose financial statements.

(Paragraph 114)

1.3 TEXT

A) Securities Portfolio

A.l The objective of securities possession must be
defined prior to taking decision with respect to
their acquisition. This objective must be stated
in writing and approved by authorized
responsibles.

(Paragraph 115)

A2 Trading securities portfolio must contain
securities acquired by the bank for trading
purposes only.

(Paragraph 116)

A3 No transfer shall be allowed from trading
securities portfolio to investment portfolio and

vice versa unless such transfer is justifiable
and approved by the authorized responsibles.
(Paragraph 117)

A4 TItems of the domestic trading securitics
portfolio must be valued at cost on the date of
acquisition.

(Paragraph 118)

A5 Items of the international trading securities
portfolio must be valued at cost at the date of
acquisition, Their value must be translated into
the local currency at the spot exchange rate
dominating at that date.

(Paragraph 119)

A.6 Domestic securities trading portfolio must be
valued at the market. value as the date of the
financial statements. Such valuation must
cover the individual securities rather than the
portfolio as a whole.

(Paragraph 120)

A.7 International trading securities portfolio must
be valued at the market value as at the date of
the financial statements. Such valuation must
cover the individual securitics rather than the
portfolio as a whole. The amount is then
translated into local currency at spot rates
dominating at the date of the financial
statements.

(Paragraph 121)
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approved by the authorized responsibles.
(Paragraph 131)
B.3 Items of the domestic investment securitics
portfolio must be valued at cost as at the date
of acquisition.

(Paragraph 132)

B4 Items of the international investment securities
portfolio must be valued at cost as at the date
of acquisition. Their value must be translated
into the local currency at the spot exchange
rate dominating at that date.

(Paragraph 133)

B.5 The difference between the cost of acquisition
of a given limited lifc money market instrument
(security) and its nominal value must be
recorded as premium or discount.

(Paragraph 134)

B.6 Premium or discount must be amortized over
the financial period from the date of security
acquisition to the date of maturity. The
accounting mecthod adopted by the bank in the
computation of amortization must be disclosed
and consistently applied.

(Paragraph 135)

B.7 Temporary changes in the current market value
of both domestic and international investment
securities portfolio must be ignored. Items of
the portfolio must continue to be valued at cost
of acquisition after amortization of discounts
or premiums, if mainly possessed for
investment. However, in the event of major
decline of a permanent nature in the market
value of any security items, it must be
revalued, and cost of this item will be adjusted
accordingly. Reduction in the value of a
sccurity item  will be accounted for in the
computation of income from non-major
operations.

(Paragraph 136)

B.8 Yicld on investment, including amortization of
premium or discount, must be recorded as
income from major operations.

(Paragraph 137)

B.9 Gains and losses rcalized from the investment
portfolio must be accounted for in the
computation of income from non-major
operations.

(Paragraph 138)

B.10 Transfer from the investment portfolio to the
trading portfolio or vice versa must be
recorded at the lower of cost or market value
as at the date of the transfer provided the

transfer is justifiable.
(Paragraph 139)
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B.Il The investment portfolio must be disclosed as a
separate caption in the statement of financial
position.

(Paragraph 140)

B.12 The nature of the domestic and international
investment security portfolio must be disclosed
in the notes to the financial statements. Such
disclosure must cover the following:

* major categories of securities in the
portfolio
* cost of acquisition of each category and the
portfolio as a whole
* current market value of the portfolio as a
whole.
In relation with major categories of securities
in the portfolio, banks may consider the
following categorics :
1- By nature of securities i.¢ equity, fixed
rate, quasi securitics etc.
2- Currency denomination (i.e local currency,
foreign currency).
3- Residency of
international).

1ssuers  (domestic,

(Paragraph 141)

B.13 Transfers from the investment portfolio to the
trading portfolio and vice versa and its
justifications must be disclosed.

(Paragraph 142)
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2. STANDARD OF LOANS
(Paragraphs 201 - 239)

2.1 DEFINITIONS
2.2 SCOPE
23 TEXT

2.1 DEFINITIONS

A) Loan
Credit facilities extended to a borrower for
commercial, industrial, real estate or other
purposes, whether such facilities are provided on
demand or for a limited period of time. Excluded
from loans are the discount of commercial paper
and lease financing contracts.

(Paragraph 201)

B) Amount of Loan
The amount of credit facilities which a borrower
undertakes to repay to the bank on a specific
date/s or on demand in the future.

(Paragraph 202)

C) Special Commission on Loans
Total yield on loans eamed by the bank over the
term of the loan in accordance with the provision

of respective contract concluded between the bank
and the borrower.
(Paragraph 203)

D) Special Commission Earned
Special commission income earned by the bank
during the current financial period.
(Paragraph 204)

E) Unearned Special Commission
Special commission which will be carned over the
remaining term of the loan.
(Paragraph 205)

F) Special Commission Accrued
Special commission earmed but not collected from
the borrower as at the date of the financial
position statement.
(Paragraph 206)

G) Loan Service Charges
Fees charged to the borrower against loan
servicing by the bank in conformity with the
contract or other arrangements between the
borrower and the (lending) bank.
(Paragraph 207)

H) Charges for Fixing Special Commission Rate
Fees charged to the borrower against fixing by the
bank of the special commission rate charged over
the term of the loan.

(Paragraph 208)
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1) Credit Extension Fees
Fees charged to the borrower against loan
processing by the bank
(Paragraph 209)

J) Charged Off Loan
The loan principal and special commission
accrued which the bank's management docs not
expect to collect from the borrower.
(Paragraph 210)

K) Allowance for Loan Losses

Loan principal and/or special commission which
the bank's management deems it doubtful of
repayment on part of the borrowers.

(Paragraph 211)

L) Provision for Loan Losses
The amount of increasc or decrease in the
allowance for loan losscs which the bank's
management decides to charge to the current
financial period in order to form a sufficient
reserve for possible loan losses at a given rate.
(Paragraph 212)

M) Loan Restructuring
Adjustment of loan provisions with respect to
term.  special  commission, or  repayvment
conditions
(Paragraph 213)

N) Short Term Loans
Loans which are due for repayment in the course
of the fiscal year following the date of financial
position statement.
(Paragraph 214)

0) Long Term Loans
Amount of loans which are due for repayment
after one or morc years of the date of the
statement of financial position.
(Paragraph 215)

P) Installment Loans
Loans repaid at intervals as specified in the
contract concluded between the bank and the
borrower.
(Paragraph 216)

Q) Net Realizable Value of the Loan
The amount of loan discounted to date in
accordance  with  special commission rate
stipulated by the loan contract or, otherwise, in
accordance  with imputed rate of special
commission.,

(Paragraph 217)
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R) Imputed Special Commission Rate
The special commission rate which is applied to
discount the net realizable value that is paid to the
borrower,

(Paragraph 218)

2.2 SCOPE OF THE STANDARD
A) This standard specifies acceptable accounting
practices for the measurement of financial
transactions, events and conditions associated
with the extension by the bank of credit facilitics
to its customers, regardless of the purpose or
conditions of these facilities, including check
credit (overdraft) and credit card plan facilities.
(Paragraph 219)

B) This standard also defines the requirements of
presentation and general disclosure of loans in the
financial statements.

(Paragraph 220)

C) This standard does not cover the measurement of
transactions, events and conditions associated
with the discount of commercial paper or with
lease financing contracts.

(Paragraph 221)

23 TEXT

A) Mecasurement of Financial Transactions. Events
and Conditions:

Al The difference between the loan amount and its
net realizable value at the date of extension to the
borrower is recorded as unearned special
commission at that date.

(Paragraph 222)

A2 Special Commission cannot be recorded as an
income in the bank's books unless it is earned.
Special commission is earned over the term of
loan. Such special commission must, therefore, be
spread over the financial periods covered by the
loan term according to the flat rate method.
Special commission is considered to be as part of
income from major operations.

(Paragraph 223)

A3 The fixation of special commission rate fees
charged to the borrower over the financial periods
covered by the terms of loan must be recorded as
part of the special commission earned by the bank
over the term of loan.

(Paragraph 224)

A4 Loan service charges and loan processing fees
received by the bank from borrowers over the
relevant financial periods shall be spread in a
reasonable and consistent manner.

(Paragraph 225)
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Al When the amount of loans for which a provision
for loan loss was formed is rebooked, the collected
amount must be recorded as repayment of loan
principal and the balance, if any, must be recorded
as accrued special commission.

(Paragraph 232)

A 12 In the event of the bank's restructuring of a
given loan the difference between the net
realizable value of the loan's principal and special
commission accrued less any provisions before
restructuring and the net realizable value of the
loan principal and special commission accrued

after restructuring must be calculated, and the
amount is recorded either as a loss or special
commission income to be spread over the financial
periods covered by the remaining term of loan.
(Paragraph 233)

A.13 In the event that the bank acquires a real asset
in repayment of loan's principal and/or special
commission accrued, the value of said asset must
be recorded at the lower of the net realizable value
of the loan's principal and/or special commission
accrued or the fair market value of the asset as at
the date of acquisition.

(Paragraph 234)

B) Presentation and Disclosure
B.1 The total amount of loans must be presented as a
separate caption in the statement of financial
position less allowance for possible loan losses,
special commission, commission in suspense and
uncarned charges which were previously added to
the amount of loans.
(Paragraph 235)

B.2 Amounts of unearned fees collected from the
borrower or added by the bank to the loan
principal must be disclosed.

(Paragraph 236)

B.3 Allowance for loan losses must be disclosed as at
the date of financial position statement. Changes
in the allowance must be disclosed during the
financial period, including loans written off and
amounts received from previously written off
loans or provided for.

(Paragraph 237)

B.4 The book value of assets acquired but not
disposed of by the bank in payment for loans or
associated special commission accrued must be
disclosed as at the date of financial position
statement,

(Paragraph 238)
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B.5 The following must be disclosed in the financial
statements:

1

4)

Outstanding  loan  balances (real cstate.

agricultural,  commercial. consumption... ctc)
as at the date of the statement of financial
position  classified as  domestic  and
international loans on the one hand and loans
to government agencies and to  business
enterprises on the other hand.
Dclinquent loans classified as nonaccrual loans
i compliance  with policy of classification
adopted by the reporting bank and the
provision rclating to these loans

Total loan debit and credit balance to related

partics with a clarification of the naturc of

such relationship
Accounting policy adopted by the bank in the
computation of carned special commission and
other fees.

(Paragraph 239)
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3. THE STANDARD OF DEPOSITS
(Paragraph 301-317)

3.1 DEFINITIONS

3.2 SCOPE
3.3 TEXT

3.1 DEFINITIONS
A) Deposits
Deposits are the bank's liabilities to customers
against fund deposited with the bank on call, time
or savings basis.
(Paragraph 301)

B) Call Deposits
Amounts deposited by customers in accounts
which entitle them to draw funds at any time
through the drawing of checks.
(Paragraph 302)

C) Time Deposits
Amounts deposited by clients in accounts which
clients cannot draw from until after a certain date.
This includes certificates of deposits and savings
accounts (pass book).
(Paragraph 303)
D) Saving Accounts
Funds deposited in saving accounts which entitle
customers to draw from them at any time.
(Paragraph 304)

E) Dormant Accounts
Call deposits and saving accounts which did not
undergo any deposit or withdrawal transaction for
a relatively long period of time.
(Paragraph 303)

3.2 SCOPE
A) This standard defines the methods of measurement
of transactions, events and conditions associated
with deposits of customers in commercial banks,
(Paragraph 306)
This standard also defines the requirements of
presentation and disclosure with respect to deposit
accounts.

B)

(Paragraph 307)
3.3 TEXT
A) Deposits must be presented as a separate caption
under labilities in the reporting bank's statement
of financial position. Deposits should be reported
in their net realizable value as at the date of the
statement of financial position. Net realizable
value of deposits consist of funds deposited by
customers plus special commission accrued on
these deposits.
(Paragraph 308)
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B) Special commission accrued on deposits must be
charged to the expenses of the respective financial
period.  Special commission accrued during the
period is included in the computation of income
from major operations.

(Paragraph 309)

C) Fees collected by the bank from depositors or
charged to their accounts against services
rendered by the bank must be considered as
income  of the periods during which those services
were rendered.

(Paragraph 310)

D) Balances of both special commission and
non-special commission generating deposits must
be disclosed.

(Paragraph 311)

E) Deposit balances must be disclosed under the
following three categories: Call deposit, Saving
Accounts and Time Deposits.

(Paragraph 312)

F) Deposit balance from the public sector must be
disclosed according to their respective categories.
(Paragraph 313)

G) Total balance of foreign deposits must be
classified according to their respective categories
as foreign currency if other than the Saudi Rival.

(Paragraph 314)

H) Total special commission accrued on deposits for
the respective financial period must be disclosed.
(Paragraph 315)

I) Deposit balances of other domestic and
international banks must be disclosed according to
their respective categories.

(Paragraph 316)

J) Total deposits with favorable conditions that are
different than the general conditions applicable to
the bank should be disclosed. Such disclosure
should provide a general description of those
conditions.

(Paragraph 317)

Lol Uyl L 850 i yomn JopanS e (o
Lol Upanll jiasy LI 35l A phapll e Gmsoll
e JAaal Olidal paalie e ) iaie 5 nall LA Gasll
unaith  csgticit

(43,5
9 e sl s i) by ) L 303
i el Wi 5 Wil s (0 8 gl i M
olesadl ol b auis all o) jaall

(VY. 3l
el ey il lagll Saas ) e £ lasdl o (o

(YN 3 5all)
R ey b+ ) PIP P JUNIPEN R RPN |- RUDO-S Py S ORI (N
Ja¥ dlag el ablaa (Jllall cas il

(YAY 3 ,aall)
s gngSall ¢ Ukl Gy a5l sl e Lol s (
. Lgel g

(Y\Y 3‘,}.':]1)

s Lm ) Sl 53 am) Jlaal e a5
gasnaadl JUM e calial 13) Taagl Unald iy el i

(YV & 5,5l
e Tiniaal) Lolal] Uganll Jlaa) e o Liaill oas (¢
AU st s sl

(YVo5,aall)
pn Leeh il s elgiall 3l i1 e Ll oy ( o
L la o e gl ells il 1) L Ly

(¥ 5 ,aall)
o st Lam s by bl pdlagll Jlaal e clail cas (6
Sosay il B athagll Jouil Taladl g 201 e Lplag ok ciias
Dbl byl Lale Liamy  Leail Sty

(T 5




eLadY) Juandg dasalat) o il jliss ¢

(EYF I €4\ 53,3800 (ya)
4- STANDARD OF ACCOUNTING CHANGES AND
CORRECTION OF ERRORS
(Paragraph 401 — 423)

4.1 DEFINITIONS T P
42 SCOPE Slaall 3 Y-8
43 TEXT




4. STANDARD OF ACCOUNTING CHANGES
AND CORRECTION OF ERRORS
(Paragraph 401-423)

4.1 DEFINITIONS

4.2 SCOPE
4.3 TEXT

4.1 DEFINITIONS
A) Accounting changes are divided into the
following:

* Change in accounting policy

* Change in accounting estimates

* Change in the structure of the accounting entity
(Paragraph 401)

B) Change in accounting policy means changing the
accounting method applied in the treatment of
financial transactions, events and conditions and
their presentation in the financial statements i.e.
change from a commonly used practice to an
alternative acceptable practice.

(Paragraph 402)

() Change in accounting estimates deals with events
or conditions which make it imperative for the
accounting entity to adjust previous accounting
esitmates due to the fact that such events or
conditions were unknown at the time said
estimates were made.

(Paragraph 403)

D) Change in the structure of the accounting entity is
concerned with the increase or decrease in the
number of accounting entities as reflected in the
bank's financial statements which are not resulting
from the purchase or sale of such accounting
cntities.

(Paragraph 404)

E) "Errors" refer to those errors which took place as
a result of an unacceptable accounting practice,
computation error, or wrong application of an
acceptable accounting practice.

(Paragraph 405)

4.2 SCOPE .
A) This standard defines the method of handling
changes in accounting methods and correction of

errors.
(Paragraph 406)

B) This standard also defines the requirements of
presentation and general disclosure of accounting
changes and correction of errors.

(Paragraph 407)
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4.3 TEXT
A) Change in Accounting Policy
A.l In the event of change in an accounting policy.

the newly adopted accounting policy should be
applied with retroactive  effect to  financial
statements  for all financial periods  already
covered, unless certain circumstances exist which
render it impossible to determine the detailed
financial data nccessary  for the reasonable
adjustment of prior vear financial statements.
(Paragraph 408)

A2 When a given accounting policy is apphied with

retroactive  effect, all prior period financial
statement  figures must  be adjusted for
comparative purposes and to reflect the effect of
the new accounting policy on respective periods
unless there arc circumstances which render it
impossible to determine the effect of the new
accounting policy on certain prior periods ina
reasonable  manner. Where such circumstances
exist, the beginning balance of retained earnings
for the current period or any prior periods must be
adjusted (reconciled) as appropriate in order to
reflect the cumulative effect of change in
accounting policies on prior financial periods.
(Paragraph 409)

A3 For cach change in accounting policy which

takes place during the current accounting periods
the following information must be disclosed:

* Description of change

* Justification of change

* Effect of change on the current period financial
statements.

(Paragraph 410)

A4 If change in an accounting policy is applied with

retroactive  effect and prior period financial
statements  are adjusted accordingly, such
adjustment and the effect of change in accounting
policy on those periods must be disclosed.
(Paragraph 411)

A5 However, if change in accounting policy is

applied with retroactive effect without adjustment
of prior period financial statements, this fact must

be disclosed. The cumulative effect of adjustment
on the beginning balance of retained earnings in
the adjusted financial statements must also be
disclosed.

(Paragraph 412)

A.6 Disclosure requirements with respect to the
details of the effect of change in accounting
policy, including Riyal value of such effect, apply
to each change in accounting policy scparately.
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No clearance shall be allowed between the effect
of various changes. The net value of such changes
will be sufficient for the evaluation of the
materiality of the effect of changes in accounting
policies in order to determine if they must be
disclosed or not.

(Paragraph 413)

A.7 The effect of change in accounting policy must
be disclosed even if the effect of such change is
not material in the current financial period but
change 1s expected to be material in future
financial periods.

(Paragraph 414)

B) Changes in Accounting Estimates
B.l The effect of change in any given accounting
estimate must be reflect in:

* The financial period during which the change
takes place - if such change is restricted to the
results of this period solely.

(Paragraph 415)

* The financial period during which the change
takes place and future financial periods if such
change affects the results of both the current
and subsequent financial periods.

(Paragraph 416)

B.2 The nature of change and its effect on net income
before extraordinary gains or losses must be
disclosed in the notes attached to the financial
statements. Also the effect of such change on net
income for the current financial period, with
respect to infrequent or extraordinary changes in
accounting estimates or changes which affect
current and future financial periods (e.g. changes
in the estimated useful life of fixed assets) must be
disclosed.

(Paragraph 417)

B3 It is not necessary to disclose changes in
estimates which take place in each financial period
when accounting for ordinary activities of the
accounting entity, e.g. estimate of the "allowance
for loan losses".

(Paragraph 418)

C) Change in the structure of the Accounting Entity
C.1 Accounting changes which lead to the
preparation of financial statements which actually
represent financial statements of a new accounting
entity must be disclosed. This is done through
restating the financial statements for all financial
periods covered in order to present the financial
information of the new accounting entity for all
the presented periods.
(Paragraph 419)
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C.2 The nature and reason for change in the structure
of the accounting entity which takes place in the
current period must be disclosed in the notes to
the financial statements covering this period.

(Paragraph 420)

The effect of change on income before
extraordinary gains and losses and on net income
for all periods whose results are presented must be
disclosed in the notes to the financial statements.
However. such disclosure is not necessary in the
financial statement of subsequent periods.

(Paragraph 421)

D) Correction of Errors in Prior Period Financial
Statements

D.1 Correction which takes place in the current
financial period of an error which occurred in a
prior period financial statement must be accounted
for with retroactive effect. Affected comparative
financial statements  of prior periods must,
therefore, be adjusted accordingly.

(Paragraph 422)

D2 In the cvent of a correction of error in a given
prior period financial statement. disclosure must
be made in the notes to the financial statements
with respect to:

* Description of the error

* Effect of error correction on the current and
prior period financial
statements
* Adjustment of prior period financial
statements affected by that error.
(Paragraph 423)
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5. STANDARD OF FOREIGN CURRENCY
TRANSLATION
(Paragraph 501-528)

5.1 DEFINITIONS
5.2 SCOPE

5.3 TEXT

5.1 DEFINITIONS
A) Local Currency
Currency which forms the major means for the
exchange of goods and services in the country of
domicile of the reporting accounting entity.
(Paragraph 501)

B) Financial Statement Currency
The currency used as a base for the preparation of
financial statements which is mostly the local
currency in the country of domicile of the
reporting entity. In the case of Saudi Arabia the
Saudi Rival is the currency used in the
preparation of financial statements.
(Paragraph 502)
C) Foreign Currency
Currencies, other than the local currency, that are
used by the reporting entity in certain
transactions.
(Paragraph 503)

D) spot Purchase or Sale of Currency

A contract between the bank and another party
(correspondents) for the sale/purchase of foreign
exchange at current market prices ruling at the
date of dealing whether the transaction was
concluded in local currency or any other foreign
currency.

(Paragraph 504)

E) Forward (Futures) Purchase/Sale of Currency
A contract between the bank and another party
(correspondent) for the sale/purchase of certain
currency at a specific exchange rate in the future.
(Paragraph 505)
F) Translation of Financial Statements
A procedure by which financial statements
prepared in a foreign currency for a given foreign
office or subsidiary are translated into the local
currency (e.g. SR) in order to prepare the
consolidated financial statements of reporting
bank.
(Paragraph 506)
G) Cumulative Effect of the Translation of Financial
Statements
Cumulative  differences resulting from the
translation of financial statements of foreign
offices or subsidiaries of the reporting bank which
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are prepared in a currency other than the Saudi
Rival.

(Paragraph 507)

H) Revaiuation of foreign currency transaction
balances into the currency of financial statements
Transaction balances stated in foreign currencics
are those which require for their clearance the
payment or receipt of a currency other than that in
which the financial statements of the reporting
bank is stated.

(Paragraph 508)

I) Foreign Exchange Gains (Losscs)

Transaction balances stated in foreign currencics
at the date of transaction are revalued in the
currency used in the financial statements at spot
exchange rates ruling at that date. Exchange gains
(losses) resulting  from the revaluation of
transaction balances stated in foreign currencics
are generated when such transaction results in
monetary assets or liabilities which were not
cleared in foreign currency until a date subsequent
to that of the date of transaction. These gains
(losses) are generated from change in the foreign
currency spot rate between the date of transaction
recording and the date of clearance of monetary
assets or habilities therefrom.

(Paragraph 509)

J) Forward Exchange Rate
The rate of exchange of two currencies provided
that one of them is delivered at a specific
subsequent date.
(Paragraph 510)

K) Spot Exchange Rate
The rate of exchange of two currencies whereby
one of them is delivered immediately in exchange
for the other.
(Paragraph 511)

5.2 SCOPE
This standard defines the following:

A) Accounting for transaction balances recorded in
foreign currencies.
(Paragraph 512)

B) Accounting for forward contracts for the
purchase/ sale of foreign currency.
(Paragraph 513)

() Method of accounting for the translation of

foreign  office and subsidiary financial
statements which are prepared in foreign
currency.

(Paragraph 514)
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D) Presentation and disclosure requirements related
to the above matters.

(Paragraph 515)

5.3 TEXT

A) Transaction Balance in Forgign Currency

Al Transaction balances stated in foreign

currencies at the date of transaction must be

recorded in the currency of the financial

statements at the ruling spot exchange rates.
(Paragraph 516)

A2 If foreign currency transaction balances result

in monetary assets or liabilities stated in
foreign currencies and were still uncleared at
the date of the statement of financial position,
these assets or liabilities must be restated in the
currency of the financial statements at the
ruling spot rate of exchange. Gains (losses)
resulting from the difference in the spot rate of
exchange at the date of transaction and the
date of the statement of financial position, will
be recorded as income from major operations.
(Paragraph 517)

A.3 Gains or losses resulting from variation in the

exchange rates of foreign currencies associated
with clearance of monetary assets or liabilities
stated in foreign currency at spot rates which
are different from rates at which they were
recorded in the books of account must be
recorded as income from major operations for
the financial period during which the clecarance
takes place.

(Paragraph 518)

B) Future Contracts

B.1 Discount (premium) associated with futures
contracts for financial periods covered by the
term of contract must be reasonably amortized.
The amount amortized must be recorded as
income from major operations.

(Paragraph 519)

B.2 Gain or loss from futures contracts must be
computed by multiplying the amount of foreign
currency involved in the contract by the
amount of the difference between the spot rate
of exchange ruling at the date of the financial
position statement and the dominating spot
exchange rate ruling at the date of contracting
(or the spot rate of exchange used in the
computation of gain or loss realized from the
contract during the prior financial period).Such
gain or loss must be recorded as income from
major operations.

(Paragraph 520)
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C) Translation of Financial Statements Prepared in
Foreign Currency

C.1 The spot rate of exchange ruling at the date of
financial statements must be applied in the
revaluation in the local currency (SR) of

foreign branch and subsidiary owned asscts
and liabilitics stated in forcign currencies.
(Paragraph 521)

C.2 The weighted average of foreign currency
spot exchange rate over the respective financial
period must be applied in the revaluation (in
Saudi Rival) of revenues. expenses. gains and
losses of the bank's foreign offices and
subsidiaries  which prepare their financial
statement in foreign currencies.

(Paragraph 522)

C.3 Exchange difference resulting from  the
translation of financial statements prepared in
foreign currencies must not be recorded in
income. The accumulated balance of such
exchange difference must be presented as a
separate caption with the equity capital group.

(Paragraph 523)

C 4 If the bank sells or liquidates its investment in
a’ given foreign branch or subsidiary. the
amount of such investment must be written
down from cumulative exchange difference and
recorded in the gain or loss from the sale or
liquidation of investment during the period in
which the sale or liquidation has taken place.

(Paragraph 524)

D) Presentation and Disclosure
D.I Total gains or losses from foreign currency
exchange difference recorded in income
during the financial period must be disclosed
in the profit and loss statement.
(Paragraph 523)
Foreign  currency  futures  contracts
outstanding as at the date of the statement of

D.2

financial position must be disclosed as follows:

a) Type of currency
b) Spot rate ruling at the date of the statement
of financial position
¢) The quoted forward price
d) The date of maturity
(Paragraph 526)

D3 The method applied by the bank in
amortizing the discount (premium) of currency
futures contracts must be disclosed.

(Paragraph 527)
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D.4 Changes during the financial period with
respect to accumulated adjustments resulting
from the translation of financial statements

must be disclosed.
(Paragraph 528)
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6. STANDARD OF FIXED ASSETS AND
OTHER REAL ESTATE
(Paragraph 601-617)

6.1 DEFINITIONS
6.2 SCOPE
6.3 TEXT

6.1 DEFINITIONS
A) Bank Premises
This item covers the bank's buildings and land
occupied by the Bank's operations or used to
accommodate or recreate the bank's personnel.
(Paragraph 601)

B) Furniture. Fixtures and Equipment
This covers all other fixed asscts used by the bank
iIn running its operations other than premises and
land.

(Paragraph 602)

() Fixed Assets
This  covers all the bank's premises, furniture,
fixtures and equipment as defined in the above
two paragraphs
(Paragraph 603)

D) Other Real Estate

This item covers real estate (buildings and land)
acquired by the bank in payment for debts duc to
the bank or anv other real estate not being used
that are not for any of the business purposes
stated in Article 12. clause 5 of the Banking
Control Law. Other rcal cstate is not considered
as part of fixed assets

(Paragraph 604)

E) Depreciation
The cost of fixed assct acquisition spread over the
financial periods which represent the estimated
useful life of the asset.
(Paragraph 605)

F) Book Value
The difference between the acquisition cost of the
fixed asset and cumulative depreciation at a
certain period of time.
(Paragraph 606)

6.2 SCOPE
A) This standard defines accounting methods applied
in the measurement of transactions, events and
conditions associated with the acquisition by the
bank of fixed assets and other real estate.
(Paragraph 607)
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B) This standard also defines the presentation and
disclosure requirements with respect to fixed

assets and other real estate.
(Paragraph 608)

6.3 TEXT

A) Measurement of Transactions, Events and
Conditions

A\l Fixed assets acquired by the bank for the purpose
of running its own business (premises, furniture,
fixtures and equipment) must be recognized at
cost as at the date of acquisition.

(Paragraph 609)

A.2 The cost of acquisition must include direct
capital expenses needed to furnish the fixed asset
to be used in running the bank's business.

(Paragraph 610)

A.3 The cost of acquisition by the bank of premises,
furniture, furnishings and equipment to be used by
the bank for runming its business must be
reasonably spread over the financial periods
which represent the estimated useful life of the
asset. These assets may be depreciated in
accordance with any generally acceptable method
of depreciation, provided that the same method is
applied consistently over the whole financial
periods unless change of the selected method is
strongly justified.

(Paragraph 611)

A4 When the bank disposes of a fixed asset that has
been acquired by the bank for the purpose of
running its own business, the financial period
during which the asset was disposed of will be
charged with the difference between the books
value and the salvage value of the said asset. This
difference is recorded as gain or loss from
non-major operations.

(Paragraph 612)

A5 Other real estate acquired by the bank in
payment of due loans or any other real estate not
in use must be recorded at the lower of the fair
market value of due loans (including special
commission accrued). Upon sale of this real estate
the difference between its book value and sale
price is recorded as gain or loss from major
operations for the financial period during which
the sale was concluded.

(Paragraph 613)

A.6 The bank's management must conduct periodic
revaluation of other real estate in order to
subordinate if their recorded book value is not
possible to realize in full, in which case the
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between the book value and net

difference
realizable value must be recorded as loss from
major operations. Increase in the value of other

real cstate cannot be recognized until such
increase is realized through sale.
(Paragraph 614)
B) Presentation and Disclosure
B.1 Fixed asscts acquired by the bank for the purpose
of running its own business must be presented as
a scparate caption in the statement of financial
position. Fixed assets of this sort must be
calculated at cost of acquisition less accumulated
depreciation.
(Paragraph 615)

B.2' Other real estate must be presented as a separate
caption in the statement of financial position.
(Paragraph 616)

B.3 The following must also be disclosed:

1) Amount of depreciation for the respective
financial period;

2) Gains or losses realized from the disposal of
fixed assets owned by the bank for the purpose
of running its own business:

3) Items or parts of fixed assets of material valuc
and significant changes which take place
during the financial period.

4) Changes in accumulated depreciation during
the financial period;

5) Material changes in other real estate during the
financial periods:

6) Losses incurred by the bank as a result of
assignment of past due loan in lieu of acquiring
other real estate during the financial period,
and

7) Gains or losses from the sale of other real
estate or revaluation gain or losses during the
financial period.

(Paragraph 617)
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7. STANDARD OF CONSOLIDATED
FINANCIAL STATEMENTS AND
INVESTMENTS IN SUBSIDIARIES

(Paragraph 701-730)

7.1 DEFINITIONS
7.2 SCOPE
7.3 TEXT

7.1 DEFINITIONS
A) A parent company is an enterprise that has onc or

more subsidiaries.
(Paragraph 701)

B.) A subsidiary is an enterprise that is controlled by
another enterprise known as the parent.

(Paragraph 702)

C) A group is a parent and all its subsidiaries.

(Paragraph 703)

D) Affiliated company is an enterprise that is 50% or
less owned by another enterprise and accordingly
is not controlled by that enterprise.

(Paragraph 704)

E) Control 1s the power of the parent to govern the
financial and operating policies of an enterprisc
that it invests in. Control is presumed to exist
when the parent owns more than a half of the
voting power of an enterprise or empowered to
elect the majority of the board of directors.

(Paragraph 705)

Significant influence is participation in the
financial and operating policy decisions of the
invested but not control of those policies. An
investor may exercise significant influence in

several ways, usually by representation on the
board of directors or by participating in policy
making  processes, material  intercompany
transactions, interacted of managerial personnel,
or dependency on technical information. If the
investor holds less than 20% of the voting power
of the invested, it should be presumed that the
investor does not have the power to exercise
significant influence.

(Paragraph 706)
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G) Consolidated financial statements are statements
which present the assets. liabilitics, sharcholders
accounts. revenue and expenses of a parent
company and its subsidiarics as those of a single
enterprise

(Paragraph 707)

H) Minority interest is that part of the net results of
operations. or of net asscts. of a subsidiary
attributable to shares owned other than by the
parent or another subsidiary,

(Paragraph 708)

I) Equity method is a method of accounting for
investments in subsidiaries or affiliated companics
wherein such investment account of the investor is
stated at cost and adjusted for the changes in the
nvestor's share of net assets of the invest that
occur after the date of acquisition.

(Paragraph 709)

J) Consolidating the financial statements is the
process of combining the accounts of the parent
company and its subsidiarics on a linc by line
basis by adding together like items of asscts.
habilitics. revenue and expenses and climinating
intercompany balances and transactions.
(Paragraph 710)

. K) Proportionate consolidation is a method of
financial ~ statement reporting  whereby  the
investor's pro-rata share of the assets, liabilitics.
income and expenses of a joint venture is

combined with similar items on a line by linc basis

and climinating intercompany  balances and
transactions
(Paragraph 711)
7.2 SCOPE

A) Introduction
Bank sometimes invests in established companics
or newly formed ones. The objectives of these
investments are long term investment and usually
the bank 1s represented on the board of directors
of the investee company. The bank's sharcholders.

uscrs of the bank's financial statements and other
parties arc concerned with the fortunes of the
entire group and not limited to the bank's affairs
as a single legal entity. Accordingly, they need to
be informed about the financial position and
results of opcrations for the group as whole. This
nced is served by consolidated financial
statements.  which present financial information
concerning  the group as that of a single enterprisc
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without regard for the legal boundaries of the
separate legal entitics.

cluas SN Sl sgaadl e bl Hasisaaly sl

(Paragraph 712) Aegaadl BI85l (e JSI AL &, LieY)

A.l This standard deals with the following:

* Accounting for investments in affiliated, joint
venturc and subsidiary companies in the
banks own separate financial statements
which are legally required to be issued.

* The preparation of consolidated financial _
statements of the bank, its joint venture
company and subsidiaries.
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A.2 Following are the different possibilities for
investments:
1) The bank owns less than 20% of the equity

of the investee -- it is presumed that the bank
does not exercise significant influence
accordingly.

* The invested is considered an affiliate

* The value of the investment is reflected in
the bank's own financial statements at
cost.

* The cost of the investment is adjusted to
reflect any reduction in the equity of
the affiliate that are other than
temporary.

* The accounts of the affiliates are not
consolidated with the banks own
financial statements.

(Paragraph 714)

2) The bank owns 20% to 50% of the equity of
the investee -- it is presumed that the bank
exercises  significant influence on the
invested and accordingly account for such
an investment in affiliate follows the equity
method unless there are indications that the
bank does not exercise significant
influence. The accounts of the such affiliates
are not consolidated with the banks own
financial statements.

(Paragraph 715)

The bank owns 51% or more of the equity
of the investee -- it is presumed that the
bank controls the investee and accordingly
the investee is  considered the banks
subsidiary. The investment in the subsidiary
is reflected in the bank's own separate
financial statements should be accounted
for by the equity method. Also the financial
statements of the subsidiary should be
consolidated with those of the bank to
reflect the total of the assets and habilities
controlled by the bank directly or indirectly
or by the bank's voting right.

(Paragraph 716)
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4) The bank owns a certain percentage in a
Jjoint venture with one or more partner -- the
ownership of a percentage of the equity ina
joint venture by the bank gives the bank
Joint  ownership of the net asset and control
of the joint venture. Accordingly, the
investment in such joint ventures is to be
accounted following the equity method. The
financial statements of the joint venture is
consolidated with the bank's own financial
statements  on the basis of proportionate
consolidation.

(Paragraph 717)

B) The Standard
This standard deals with:

B.1 The preparation and presentation of consolidated
financial statements for a group of enterprises
under the control of a parent. These statements are
prepared  to mect the need for information
concerning the financial position and results of
operations  of the parent company, its subsidiaries
and joint ventures as those of a single enterprise.

(Paragraph 718)

B.2 Accounting for investment in subsidiaries in the
bank company own separate financial statements.
(Paragraph 719)

B.5 Accounting for the investment in affiliates in the
bank's own scparate financial statcments
(Paragraph 720)

7.3 TEXT
A) A bank investing in a subsidiary must issue. in
addition  to its own separatc financial
statements, a set  of consolidated financial
statements for the bank and its subsidiary
(Paragraph 721)

B) When issuing consolidated financial statements
all local and forcign subsidiarics must be
consolidated ~ cexpect  in the  following
circumstances:

B.1 Control is intended to be temporan
because the subsidiary is acquired and
held  exclusively with a view to its
subsequent  disposal in the near future for
a specific benefit.

B.2 The subsidiary operates under severe
restrictions which significantly impair its
ability to transfer funds or movement of
its capital.

B.3 When the subsidiary's business activities
are dissimilar from those of banking and
finance companies.

| In the above cases. the investment in the
| subsidiary is accounted for following the
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equity method and reflected at that value
in the consolidated statements of the bank.
(Paragraph 722)

C) Method of consolidation.

C.1 Intergroup balances and intergroup
transactions,  including  interest and
dividends are eliminated in full.

(Paragraph 723)

C.2  Minority interest in the net asset of
consolidated subsidiaries are calculated and
presented in the consolidated balance sheet
separately from liabilities and the bank's
sharcholders equity. Also. the minority
interest in  the net income of these
subsidiaries should be presented as a
separate line item on the consolidated
statement of profit and loss.

(Paragraph 724)

D) When the bank issue its own separate financial

statements (unconsolidated) which is required

for legal purposes, the investments in

subsidiariecs should be accounted for as

follows:

D.1 At cost adjusted to equal the bank's share
in the subsidiary's equity.

D.2 The value is increased by the bank's share
in the realized profits of the subsidiary
after the date of acquisition.

D.3 The value is reduced by the bank's share in
the realized losses of the subsidiary after
the date of acquisition.

D.4 The value is reduced by the amount of
dividends received by the bank from the
subsidiary.

(Paragraph 725)

E) Investment in an affiliate representing less than
20% of the affiliates equity is accounted for at
cost. The cost is adjusted for any reduction in
the equity of the affiliate that is other than
temporary.

(Paragraph 726)

F) Investment in an affiliate representing 20% to
50% of the affiliates equity i1s accounted for by
the use of the equity method.

(Paragraph 727)

G) Disclosure in the consolidated financial
statements is to be made regarding
consolidated subsidiaries, including the name,
country of incorporation and residence,
proportion of ownership, legal ‘states and
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nature of its business operations.
(Paragraph 728)

H) Disclosure should be made of subsidiaries not
consolidated (as in <G> above) together with:

H.1 The reasons for not consolidating
H.2 The nature of the bank relation with these
subsidiarics
(Paragraph 729)

I) Disclosure should be made in the bank's own
scparate financial statement (unconsolidated)
of the accounting method being followed for
accounting for subsidiaries. affiliates and joint
venture.

(Paragraph 730°
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8. STANDARD OF PRESENTATION AND
GENERAL DISCLOSURE
(Paragraph 801-862)

8.1 DEFINITIONS
8.2 SCOPE
8.3 TEXT

8.1 INTRODUCTION
A) This standard is applicable to published financial
statements of commercial banks operating in

Saudi Arabia. (Paragraph 801)
B) Financial statement objectives, accounting
concepts and standards of presentation and

general disclosure for business enterprises that
was issued by the Mimster of Commerce
resolution No. 692 dated 28-12-1406 are
applicable to commercial banks unless this
standard clearly states otherwise

(Paragraph 802)

C) This standard is divided into two main parts as
follows:
Ist Part: General Presentation in the financial
statements of commercial banks
2nd Part: General disclosure in the financial
statements of commercial banks.
(Paragraph 803)

D) This standard covers the following three terms
which refer to varying levels of classification with
regard to presentation in the financial statements:

a) ITEM -- This represents the lowest possible
level of detail for the preparation of assets,
liabilities, income, expenses, gains and losses.
Each such item is assigned a separate line in
the appropriate financial statement.

CAPTION -- This covers a number of items
that are presented together. A caption
represents an intermediate level of grouping for
purposes of presenting various assets,
liabilities, income, expenses, gains and losses.
Each caption will be assigned a separate line in
the appropriate financial statement.

b)

GROUP - It covers a number of captions that
are presented together. A group represents the
highest possible level of grouping for the
purpose of presenting  various assets,
liabilities, income, expense, gains and losses.
Each group will be assigned a separate line in
the appropniate financial statement.

(Paragraph 804)
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8.2 SCOPE
A) This standard defines the requirements of gencral
presentation and disclosure in commercial bank
general purpose financial statements.
(Paragraph 805)
B) This standard deals with certain considerations
rclated to the level of materiality which defines
items. captions and groups as well as respective
notes that must be scparately presented in the
financial statements and those which must be
combimed with other items, captions. or groups.
These considerations do not apply to the other
issues that arc handled by the standard of general
presentation and disclosure for commercial banks.
(Paragraph 806)

C) It should be noted that the previous commercial
bank standards are also provided for presentation
and disclosure requirements which deal with the
respective subjects of those standards.

(Paragraph 807)

8.3 TEXT
A) General Presentation

This section defines the general requirements for the
presentation of information in the financial statements
generally and severally.

A.1 General Requircments:

| 1 The Integrated Group of Financial Statements:
* An integrated Group of Financial statements
consists of the following;

- Statement of financial position

- Statement of Income

- Statement of Changes in Stockholder's
Equity

These statements and related notes represent the
minimum requirements for the preparation and
presentation of commercial bank financial statements.

(Paragraph 808)

1.2 Arrangements of financial statements
presentation: Financial statements must be
presented in the following order:

* Statement of Financial Position

*  Statement of Income

* Statement of Changes in  Stockholders'
Equity

Notes to financial statements must be presented
immediately after the last statement and are
considered to form an integral part of the financial
statements.

(Paragraph 809)
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1.3 Matenality Considerations:

An item, caption or group is considered to be
of 'material wvalue if its omission, non-
presentation, failure to provide notes or wrong
phrasing of those notes leads to
misinterpretation of information presented in
the financial statements or to deficiency of
such financial information which will impact
the feasibility of these statements to users. To
determine the level of materiality of given item,
caption or group for purposes of a presentation
in the financial statements or attached notes,
the nature and relative value of such item,
caption or group must be taken into
consideration. These two factors are usually
evaluated altogether. However, either of these
two factors may be the decisive factor in
certain circumstances.

(Paragraph 810)

a) Nature of item, caption or Group:
In studying the nature of financial data to
determine 1if it needs to be presented as an item,
caption or group in the financial statements or
attached notes. the following should be taken into
consideration:

I) The basis for accounting measurement or
recognition of the item, caption or group.

2) The degree of reliability in accounting
measurement.

3) The item, caption or group's
relationship/non-relationship with the bank's
major operations.

4) Significance of the item, caption or group with
respect  to the decisions made by the users on
the basis of information contained in the
financial statements.

(Paragraph 811)

b) Relative Value:
To study the relative value of a given item,
caption or group, it must be compared on a sound
basis by employing the following principles:

1) Each item caption or group in the statement of
income must be compared with net income for
the current year or with the average net income
for the past five vears (including the current
year), whichever 1s more appropriate for the

measurement  of net income, with due
consideration to the trend of net results during
the said period.

(Paragraph 812)

2) Each item, caption or group in the statement of
financial position must be compared with' the
total assets of the bank.

(Paragraph 813)
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3) Contingent assets and liabilities are not to be
considered part of the bank's total assets or
liabilities.

1.4 General

(Paragraph 814)
principles for the presentation of

information in the financial statements:

a)

b)

c)

d)

The financial statements must be in a form
which would allow a clear presentation of
the bank's assets, liabilities, owners' equity
and results of operations. Terminology
must be used in a manner which would
facilitate comprchension on  part of the
general user of information contained in the
financial statements.

(Paragraph 815)

Items. captions and groups of no
significance must be grouped together and
classified according to type or relationship
to the bank's major operations.

(Paragraph 816)

Amounts presented in the  financial
statements and attached notes should be
rounded to the nearest thousand Saudi
Riyal.

(Paragraph 817)

Financial statements of, at least, the prior
financial period must be presented for
comparison with those of the current
period. Any change in form or contents of
the  financial  statements and the
corresponding notes must be disclosed.
(Paragraph 818)

e) Each statement must contain;

f)

g)

*  Full name of the bank

* Legal status of the bank

* Date/s of the statement of financial
position and period/s covered by other
financial statements.

(Paragraph 819)

Notes must have distinctive titles and
numbers. Note numbers must also be cross
referenced with related captions in the
respective  financial  statement.  Each
financial statement must be footnoted with
the following statement: "The attached
notes form an integral part of the financial
statements".

(Paragraph 820)

Financial statements and attached notes
must be properly numbered.
(Paragraph 821)

h) Subtotals must be presented in a separate

column in each statement.
(Paragraph 822)
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A2 General Presentation Requirements of Individual
Financial Statements:

2.1 General
a) Commercial bank statements of financial position
must contain all assets, liabilities and stockholders
equity. These items must be prepared in a vertical
and comparative manner. Assets must be balanced
with liabilities plus stockholders' equity.
(Paragraph 823)

b) Each item, caption or group presented in the
statement of financial position must provide for
easy comparison with that of prior period.
Comparative figures must be adjacent to current
year's figures to facilitate comparison on part of
the general user. Reference must also be made to
any change in accounting policy between the
current period and prior period.

(Paragraph 824)

Each item, caption or group in the statement of
financial position must be described in an accurate
and clear manner.

(Paragraph 825)
d) Items, captions or groups contained in the
statement of financial position must be presented
in the following order:

* Assets
* Liabilities
* Stockholders' equity
(Paragraph 826)

¢) Assets and liabilities cannot be classified as
current and noncurrent in the statement of
financial position of a commercial bank. No
offsetting shall also be allowed between assets and
liabilities unless otherwise required by law, if any.
(Paragraph 827)

f) Debit and credit (contingent) memorandum
accounts shall not be presented in the body of the
statement of financial position.

(Paragraph 828)

2.2 Assets
a) Total bank assets must be presented in the body of
the statement of financial position.
(Paragraph 829)

b) As a minimum, the following groups of assets
must be individually presented in the body of the
statement of financial position in the following
order:

1oua e S dallll ad) gdll aladl 4o yadl Slallais Y -1
 JUI 5S40 a3 b o glatl o pe \ — Y1
iale (1
LS Lt Sl UL S RS paihB o ang —
gl IS an Ty LSl Gaday wliglhally lagasl]
Leat] Gilias gl e gl (515 800 s 3ol
ASW 3gia
(AYY 3 ,3all)
o Lagynalegane gl era ol b IS B e g ploias - ¥
T Tl 55000 s B Lol Le oo JUI 55,00 2S5
Lo, lie o aaas 3laa B, 811 aL6,1 0585 0y Al
figoladolg el AN o L8, el sl
ALl 5 ally W 3 gall o
(AYE 5 aal)
Ll olegans podegana sl eia sl s S hay s - ¥
ozl gy Lasais liamy JUI 55,0

(AYe 3 ,aall)
U S5SHU L alegana glelyal gl ap cipican - f
: Jull s 5 i,
coligasll @
Cellll @
CAKU) 34ia @
(AT 5,3l

Pl kSl el sallipa Spaed = #

il JUUY 5,4 L35 § Lghte kg Ul lysllas

alapally olpllll cas Lalillsa] Jpae ¥ LS g Lol
caag 13) L) Gl L lae Laai

(AYV 3 ,5all)
Ll Loall Lallash) sblewadl o e ot ¥ ol s = 1
- JUI S LG Jals
(AYA 5 ,aall)
roligast! (u

SO Ll cbia f i) slagage Jlaal ase coas -
- Jul

(AYA 5 ,aall)
JS clagagall LIGH clegaall yase o0l aaS ooy = ¥
A cay JUI 5SS LG s f3oa e Legana

:glL"JI

43




* Cash and balances with SAMA and other banks
* Sccurities portfolio
* Net loans
* Investment sccuritics portfolio
* Net fixed assets (bank premises. furniture and
fixtures)
* Other real estate
* Other asscts
(Paragraph 830)

¢) Deposits with SAMA must be disclosed as
follows:

* Legal deposits
* Call deposits
* Other deposits
(Paragraph 831)

d) Deposits with other banks must bedisclosed as
follows:

* Call deposits with other domestic banks

* Call deposits with foreign offices of other
domestic banks

* Call deposits with foreign banks

* Time deposits with other domestic banks

* Time deposits with foreign offices of domestic
banks

* Time deposits with foreign banks

(Paragraph 832)

Loans and spccial commission due must be
disclosed in compliance with the requirements of
the standard of loans.

(Paragraph 833)

Trading portfolio and investment  securities
portfolio must be disclosed in accordance with the
requirements of the standard for trading and

investment sccurities portfolio.
(Paragraph 834)

g) Fixed asscts (bank premises. equipment and
fixtures) and other real estate must be disclosed in
compliance with the requirements of the standard
of fixed assets and other real estate.

(Paragraph 833)

h) Other asset items or captions of material value
must be disclosed.
(Paragraph 836)

2.3 Liabilitics

a) As a mimimum the following groups of hability
items must be separately presented in the body of
the statement of financial position in the following
order:
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* Deposits
* Other borrowed funds
* QOther Labilities
(Paragraph 837)

b) Deposit (liabilitiecs) must be disclosed in
compliance with the standard of deposits.
(Paragraph 838)

c¢) Other borrowed funds must be disclosed as
follows:

* Nature of the lending area
* Amount borrowed
* General conditions of credit
(Paragraph 839)

d) Liabilities secured by bank asset collateral must be
disclosed.
(Paragraph 840)

e) Other Lability items or captions of material value
must be disclosed.
(Paragraph 841)

2.4 Stockholders' Equity

a) As a minimum, component items of stockholders'
equity must be presented in the body of the
statement of financial position in the following
order:

* Paid up capital: This includes the owners'
investment against their equity or the face
value of shares issued by the bank and actually
paid by owners or sharcholders. Declared
capital must also be disclosed.

Statutory reserve in compliance with the

provisions of the Companies Law or the

Banking Control Law.

*  Other reserves: This includes reserves other
than statutory reserve, that are deducted from
retained earnings and allocated to a specific
purpose.

* Retained earnings.

Accumulated exchange differences (if any)

resulting  from the translation of foreign

currencies.

+*

(Paragraph 842)

b) Total stockholders' equity must be presented in the
body of the statement of financial position.

(Paragraph 843)

2.5 Memorandum Accounts

a) Memorandum (contingent) accounts arc to be
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presented after total assets and total liability and
stockholder's cquity vertically in group totals. The
amounts are to be shown in the middle of the
statement of financial position in a singular

column,
(Paragraph 844)

A3 Presentation of Information in the Statement of
Income

3.1 The bank's results of operations must be
presented in a multi-staged statement which
differentiates between net income from major
operations and other income. gains and losses.

(Paragraph 845)

3.2 Comparative figures for a minimum of one
prior financial period must be presented and
effect of changes in accounting policy must be
disclosed in compliance with relevant standard.

(Paragraph 846)

33 The following groups of items must be
presented in the statement of mcome of the
bank. if available. and in the following order:

a) Net income from major operations
b) Other gain (loss) / revenue (expensc)
¢) Net income before extraordinary items
d) Extraordinary items
¢) Net income
(Paragraph 847)

3.4 Components of net income from major
operations must be disclosed as follows:

* Special commission income on loans and
other credit facilities

* Gain (loss) from exchange

* Gain (loss) on trading portfolio

* Return on investment portfolio

* Gain (loss) on other real estate

* Fees and income from services

* Special commission expense

*Allowance for loan loss (including loans
written off or written back)

* General and administrative expenses

(Paragraph 848)

3.5 Items or captions of material value from other
gain  (loss) revenue (expense) must be
disclosed. The following items form part of
this group:

* Gain (loss) on investment portfolio
* Gain (loss) on sale of fixed assets
* Return on trading portfolio
(Paragraph 849)
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3.6 Components of extraordinary items of
material value must be disclosed.
(Paragraph 850)

3.7 Zakat and tax must be disclosed separately as
detailed in paragraphs 859 to 862).
(Paragraph 851)

A .4 Presentation of Information in the Statement of
Changes in Stockholders' Equity

4.1 A statement of changes in stockholders' equity
must be prepared for cach financial period which
call for the preparation of a statement of income.
It must also reflect changes in stockholders' equity
during the same financial period.

(Paragraph 852)

4.2 Statement of changes in stockholders' equity must
be prepared in a vertical, classified and
comparative format. It must also cover a
minimum of two financial periods including the
current financial period.

(Paragraph 853)

4 3 Statement of changes in stockholders' equity must
consist of the following components:

* Beginning balance of paid up capital
* Beginning balance of reserves
* Beginning balance of retained earnings
* Changes in paid up capital during the period
* Adjustments of reserves during the period
* Net income during the period
* Dividends
* Other changes in retained earnings during the
period.
* Closing balance of paid up capital
* Closing balance of reserves
* Closing balance of retained earnings
(Paragraph 854)

4.4 Any change in the components of sharcholders'
equity must be explained in a manner which will
facilitate its comprehension by users.

(Paragraph 855)

4.5 Change in accumulated differences (if any)
resulting from the translation of financial
statements must be presented as an item in the
statement of changes in stockholders' equity.

(Paragraph 856)

B) GENERAL DISCLOSURE
B.l Commercial banks must comply with the
following requirements of disclosure:
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1.1 General Information on the Bank

Notes to the financial statements must contain

general information on the bank covering:

* Legal form, articles and memorandum of
association and licence.

* Saudi and non-Saudi percentage of ownership in
joint venture banks.

* Geographical distribution of bank's activities.

* Brief description of major services supplied by
the bank.

(Paragraph 837)

1.2 Extraordinary Supervisory Control Imposcd
on the Bank
Disclosure must be made in the financial
statements of  extraordinary supervisory
controls imposed on the bank by regulatory
authorities which limited the authority of the
bank's management of its funds pending the
approval of those regulatory authorities. Such
disclosure must cover the following:

a) Date, vahdity and nature of controls
b) Type of decisions affected by those
controls.
(Paragraph 858)

C) Zakat and Income Tax Disclosure

Disclosure in a separate note should be made
of the following:

C.1 Zakat due for the current period and the
accounting treatment of its recording and
reduction from dividends payable.

(Paragraph 859)

C.2 If the bank realizes a loss for the period,
the zakat due for the current period together
with its related accounting treatment.

(Paragraph 860)

C.3 The zakat paid on previous ycars in which
the bank realized losses and which was not
recovered from the Saudi sharcholders, its
future liquidation and in which assct
caption it is included in the financial
position statement.

(Paragraph 861)

C.4 Amounts of income tax payable (in mixed
banks) on the results of operations of the
current period and the related accounting
treatment for its deduction from the
dividends  payable to the foreign
shareholder.

(Paragraph 862)
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