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Note 
For the three months period 

ended 30 September 

For the nine months period 

ended 30 September 

 2021 2020 2021 2020 

      

OPERATING INCOME        
Special commission income from Ijara and 

Murabaha contracts   21,649,729 6,727,101 50,854,705 27,744,195 

Finance charges   (6,203,316) (6,095,324) (19,263,168) (10,599,747) 

   15,446,413 631,777 31,591,537 17,144,448 

Modification gain on borrowings, grant 

income and loss on restructuring of Murabaha 

receivables, net   4,116,075 

 

5,256,596 
 

5,534,033 

 

1,829,996 

Application fees and other income   3,743,890 608,593 8,310,708 1,775,769 

TOTAL OPERATING INCOME, NET  23,306,378 6,496,966 45,436,278 20,750,213 

       

OPERATING EXPENSES       

General and administrative expenses 4  (6,958,704) (5,442,086) (18,714,332) (12,600,398) 

Selling and marketing expenses 5  (2,965,109) (1,078,047) (8,116,897) (2,887,663) 

Depreciation and amortisation   (848,562) (519,789) (2,582,269) (1,493,704) 

Impairment loss on Ijara and Murabaha 

receivables 8 (b)  - (69,828) (450,760) (3,162,143) 

   12,534,003 (612,784) 15,572,020 606,305 

Profit from investments held at fair value 

through other comprehensive income 

(“FVOCI”)   90,429 - 1,198,264 - 

Gain on sale of investments held at FVOCI   -  - 2,386,228  - 

PROFIT / (LOSS) BEFORE ZAKAT   12,624,432 (612,784) 19,156,512 606,305 

Zakat  6 (1,328,207) - (1,731,216)  (368,915) 

PROFIT / (LOSS) FOR THE PERIOD  11,296,225 (612,784) 17,425,296 237,390 

       

OTHER COMPREHENSIVE INCOME        

Items that may be reclassified to profit or loss 

in subsequent periods: 

      

Fair value gain on investments held at FVOCI   109,070 - 1,271,796 - 

Gain on sale of investments held at FVOCI 

reclassified to profit or loss   - - (2,386,228) - 

TOTAL OTHER COMPREHENSIVE 

INCOME FOR THE PERIOD   109,070 - (1,114,432) - 

       

TOTAL COMPREHENSIVE INCOME / 

(LOSS) FOR THE PERIOD  11,405,295 (612,784) 16,310,864 237,390 
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 Note 

30 September 

 2021 

 (Unaudited) 

31 December 

 2020 

 (Audited) 

ASSETS   

Cash and cash equivalents 7 86,065,414 124,118,061 

Murabaha receivables 8 (a) 492,776,676 328,007,814 

Prepayments and other assets  12,643,795 49,838,528 

Investments held  

 at fair value through other comprehensive income (“FVOCI”) 9 
 

4,841,899 

 

34,572,424 

Right-of-use assets  6,991,781 1,763,861 

Property and equipment  1,178,240 600,611 

Intangible assets  1,352,012 1,016,824 

TOTAL ASSETS  605,849,817 539,918,123 

    

LIABILITIES AND SHAREHOLDERS’ EQUITY     

LIABILITIES    

Accounts payable and accruals   27,756,893 25,687,055 

Payable to SAMA 15 254,937,333 208,461,963 

Zakat payable 6 1,870,664  853,361 

Lease liabilities  7,302,439 909,297 

Borrowings 11 139,698,444 146,226,993 

Employees' terminal benefits  2,266,004 2,072,278 

TOTAL LIABILITIES   433,831,777 384,210,947 

    

SHAREHOLDERS’ EQUITY    

Share capital 10 150,000,000 150,000,000 

Statutory reserve  2,243,819 2,243,819 

Fair value reserve - FVOCI  338,871 1,453,303 

Reserve on re-measurement of employees’ terminal benefits  (420,689) (420,689) 

Retained earnings  19,856,039 2,430,743 

TOTAL SHAREHOLDERS’ EQUITY  172,018,040 155,707,176 

    

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY   605,849,817 539,918,123 
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Share 

capital 

SR 

Statutory 

reserve 

SR 

 

 

Fair value 

reserve - 

FVOCI  

SR 

 

Reserve on  

re-measurement 

of employees’ 

terminal benefits 

SR 

 

 

 

Retained  

earnings 

SR 
     Total 

     SR 

       
For the nine months period ended 30 September 2020 
(unaudited)       

Balance as at 1 January 2020 150,000,000 2,243,819 - - 24,006,327 176,250,146 
       

Profit for the period - - - - 237,390 237,390 

Other comprehensive income for the period - - - - - - 

Total comprehensive income for the period - - - - 237,390 237,390 

       

Balance as at 30 September 2020 150,000,000 2,243,819 - - 24,243,717 176,487,536 

       

For the nine months period ended 30 September 2021 
(unaudited)       

Balance as at 1 January 2021 150,000,000 2,243,819 1,453,303 (420,689) 2,430,743 155,707,176 

       

Profit for the period - - - - 17,425,296 17,425,296 

Other comprehensive loss for the period - - (1,114,432) - - (1,114,432) 

Total comprehensive income for the period - - (1,114,432) - 17,425,296 16,310,864 
       

Balance as at 30 September 2021 150,000,000 2,243,819 338,871 (420,689) 19,856,039 172,018,040 
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Note 

For the nine months period ended  

30 September 

  2021 2020 
    

CASH FLOW FROM OPERATING ACTIVITIES    

Profit before zakat  19,156,512 606,305 

Adjustments for:    

Government grant income  (13,091,796) (22,096,888) 

Modification gain on restructuring of borrowings  - (6,301,720) 

Finance cost  18,870,525 9,976,259 

Impairment loss on Ijara and Murabaha receivables 8 (b) 450,760 3,162,143 

Profit from investments held at FVOCI  (1,198,264) - 

Gain on sale of investments held at FVOCI  (2,386,228) - 

Depreciation on property and equipment  446,093 239,109 

Depreciation on right-of-use assets  1,618,081 755,941 

Amortisation of intangible assets  518,095 498,655 

Provision for employees' terminal benefits  464,041 608,094 

Finance charge on leases  373,978 116,093 
    

Operating cash flows before working capital adjustments  25,221,797 (12,436,009) 
    

Working capital adjustments:    

Restricted cash deposits  - 1,237,503 

Ijara and Murabaha receivables  (165,219,622) (38,777,106) 

Prepayments and other assets  37,194,733 1,881,585 

Accounts payable and accruals  2,069,838 5,643,058 
    

Cash used in operations  (100,733,254) (42,450,969)  

Employees’ terminal benefits paid  (270,315) (134,469) 

Zakat paid 6 (713,913) (1,272,579) 
    

Net cash used in operating activities  (101,717,482) (43,858,017) 
    

CASH FLOW FROM INVESTING ACTIVITIES    

Commission income received on investments held at FVOCI  1,123,693 - 

Proceeds from sale of investments held at FVOCI 9 31,076,891 - 

Purchase of property and equipment  (1,023,722) (402,145) 

Purchase of intangible assets  (853,283) (820,569) 
    

Net cash from / (used in) investing activities  30,323,579 (1,222,714) 
    
CASH FLOW FROM FINANCING ACTIVITIES    

Cash received from SAMA 15 139,180,656 100,750,000 

Repayments to SAMA 15 (93,153,854) (19,546,893) 

Proceeds from borrowings  30,000,000 70,000,000 

Repayment of borrowings  (41,853,638) (15,438,482) 

Repayment of lease liabilities  (826,837) (1,127,454) 

Deferred grant income on borrowings  (5,071) - 
    

Net cash from financing activities  33,341,256 134,637,171 
    

Net (decrease) / increase in cash and cash equivalents  (38,052,647) 89,556,440 

Cash and cash equivalents at the beginning of the period  124,118,061 9,683,664 
    

Cash and cash equivalents at the end of the period 7 86,065,414 99,240,104 
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1 STATUS AND NATURE OF ACTIVITIES 

 

Alraedah Finance Company, a Saudi Closed Joint Stock Company (the “Company”), registered in Riyadh, Kingdom 

of Saudi Arabia under commercial registration number 1010314982 dated 21 Ramadan 1432 (H), corresponding to 21 

August 2011 (G).  

 

The Company has one branch in Buriydah under commercial registration number 1131056928 dated 24 Shaban 1437 

(H), corresponding to 31 May 2016 (G) and one branch in Khobar under commercial registration number 2051222088 

dated 17 Dhul Qa’dah 1439 (H), corresponding to 30 July 2018 (G). The Company has initiated the legal process to 

close down the Buriydah Branch and change the location of Khobar Branch to Dammam, however as at 30 Septemebr 

2021 the legal formalities in this regard are not completed. 

 

The principal activities of the Company are to provide finance lease, finance for small and medium entities in the form 

of Ijara and Murabaha, and consumer finance in accordance with the approval from Saudi Central Bank (“SAMA”) 

numbered 43/ASH/201602 issued on 30 Rabi Thani 1437 (H), corresponding to 9 February 2016 (G).  

 

The registered address of the Company is 3rd Floor, Tower B, Olaya Towers, Olaya Street, P.O. Box 86875, Riyadh, 

11632, Kingdom of Saudi Arabia. 

 

2 BASIS OF PREPARATION 

 

These interim condensed financial statements have been prepared in accordance with International Accounting 

Standard 34, “Interim Financial Reporting” (“IAS 34”) as endorsed in the Kingdom of Saudi Arabia. These interim 

condensed financial statements do not include all of the information and disclosures required for full annual financial 

statements and should be read in conjunction with the Company’s annual financial statements for the year ended 31 

December 2020. 

In preparing these interim condensed financial statements, the significant judgments made by the management are same 

as those that applied to the financial statements for the year ended 31 December 2020. 

These interim condensed financial statements have been presented in Saudi Riyals (“SR”), which is also the functional 

currency of the Company. 

 

Assets and liabilities in the interim condensed statement of financial position are presented in the order of their liquidity. 

 

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 

a) Significant accounting policies 
The accounting policies adopted in the preparation of the interim condensed financial statements are consistent with 

those followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2020. 

In addition, results for the nine months period ended 30 September 2021 are not necessarily indicative of the results 

that may be expected for the financial year ending 31 December 2021.  

 

b) Significant accounting judgments, estimates and assumptions 

The preparation of the Company’s interim condensed financial statements requires management to make judgments, 

estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the 

accompanying disclosures, and the disclosure of contingent liabilities. The outbreak of novel coronavirus (“COVID-

19”) since early 2020, its spread across mainland China and then globally caused disruptions to businesses and 

economic activity globally and the declaration of this pandemic by the World Health Organization necessitated the 

Company’s management to revisit its significant judgments in applying the Company's accounting policies and the 

methods of computation and the key sources of estimation applied to the annual financial statements for the year ended 

31 December 2020. Whilst it is challenging now, to predict the full extent and duration of its business and economic 

impact, the Company’s management carried out an impact assessment on the overall Company’s operations and 

business aspects including factors like supply chain, travel restrictions, oil prices, product demand, etc. and concluded 

that, as of the issuance date of these interim condensed financial statements, no significant changes are required to the 

judgements and key estimates. However, in 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 amount of the asset or liability 

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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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

b) Significant accounting judgments, estimates and assumptions (continued) 
 
The accounting estimates and assumptions used in the preparation of these interim condensed financial statements are 

consistent with those used in the preparation of the annual financial statements for the year ended 31 December 2020. 

 

c) Adoption of new standards and amendments to existing accounting standards 

 

New accounting standards and amendments to existing accounting standards effective from 1 January 2021 and 

onwards do not have any significant effect on the Company’s interim condensed financial statements. 

 

 New standards, interpretations and amendments effective in current year 

 

The accounting policies adopted in the preparation of the interim condensed financial statements are consistent with 

those followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2020. 

The Company has not early adopted any standard, interpretation or amendment that has been issued but is not yet 

effective. 

 

Several amendments apply for the first time in 2021, but do not have an impact on the interim condensed financial 

statements of the Company. 

 

 New standards, interpretations and amendments not yet effective 

 
There are a number of standards, amendments to standards, and interpretations which have been issued by the IASB 

that are effective in future accounting periods that the Company has decided not to adopt early. 

 

The most significant of these are as follows: 

Standards Title Effective date 
IAS 37 Provisions, Contingent Liabilities and Contingent Assets - 

Amendments regarding the costs to include when assessing 

whether a contract is onerous 

1 January 2022 

IAS 16 Property, Plant and Equipment - Amendments prohibiting a 

company from deducting from the cost of property, plant and 

equipment amounts received from selling items produced while the 

company is preparing the asset for its intended use 

1 January 2022 

IFRS 1 Annual Improvements to IFRS Standards 2018-2020 1 January 2022 

IAS 1 Presentation of Financial Statements - Amendments regarding the 

classification of liabilities and disclosure of accounting policies 

1 January 2023 

IAS 8 Accounting policies, Changes in Accounting Estimates and Errors 

- Amendments regarding the definition of accounting estimates 

1 January 2023 

IFRS 9 Amendments regarding the interaction of IFRS 4 and IFRS 9 1 January 2023 
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4 GENERAL AND ADMINSTRATIVE EXPENSES 
 

 For the three months period ended 

30 September 

For the nine months period ended 

30 September 

 2021 

(Unaudited) 

2020 

(Unaudited) 
2021 

(Unaudited) 

2020 

(Unaudited) 
     

Salaries and employees’ related cost 3,848,650 2,433,644 10,674,046 6,979,882 

Professional and legal fees  1,255,076 2,087,838 2,703,442 2,999,838 

Office expense 385,921 35,443 517,912 202,557 

Utilities and IT infrastructure expense 363,938 80,000 1,242,126 390,000 

Saudi Credit Bureau (SIMAH) expense 245,519 90,000 1,368,263 250,000 

Health insurance expense 197,367 87,316 589,811 312,979 

Rent 101,940 32,401 207,172 81,569 

Sharia board fee - 36,000 130,027 108,000 

Others 560,293 559,444 1,281,533 1,275,573 

 6,958,704 5,442,086 18,714,332 12,600,398 
 

5 SELLING AND MARKETING EXPENSES 
 

  For the three months period ended 

30 September 

For the nine months period ended 

30 September 

 2021 

(Unaudited) 

2020 

(Unaudited) 
2021 

(Unaudited) 

2020 

(Unaudited) 
     

Salaries and employees’ related cost  1,929,494 879,155 5,633,606 2,393,235 

Commission  1,035,615 198,892 2,483,291 494,428 

  2,965,109 1,078,047 8,116,897 2,887,663 
 

 

6  ZAKAT 

 

The movement in the zakat provision for the period / year was as follows: 
 

 

 

30 September 2021 

(Unaudited) 

31 December 2020 

(Audited) 

30 September 2020 

(Unaudited) 

    

At the beginning of the period / year 853,361 1,448,889 1,448,889 

Charge for the period / year 1,731,216  732,037 368,915 

Paid during the period / year (713,913) (1,327,565) (1,272,579) 

At the end of the period / year 1,870,664 853,361 545,225 

 

Status of assessments 
As at 30 September 2021, the Company had filed its zakat returns with the General Authority of Zakat and Tax 

(“GAZT”) for all years up to 2020. In 2021, GAZT became part of newly formed Zakat, Tax and Customs Authority 

(“ZATCA”). 
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7 CASH AND CASH EQUIVALENTS 

 

Cash and cash equivalents are comprised of the following: 
 

 

 

 

30 September  

2021 

(Unaudited) 

31 December  

2020 

(Audited) 
   

Bank balance – current accounts 85,938,314 110,620,916 

Brokerage account – cash 127,100 13,497,145 

 86,065,414 124,118,061 

 

Bank current accounts are with counterparties who have investment grade credit ratings, as rated by international rating 

agencies. 

 

8 MURABAHA RECEIVABLES 
 

Murabaha receivables have an original term period between 1 to 5 years.  
 

8 (a) Total receivables 

 

 

 

 

30 September  

2021 

(Unaudited) 

31 December  

2020 

(Audited) 
   

Gross receivables 594,612,058 387,687,346 

Less: unearned finance income (94,599,182) (52,894,092) 

 500,012,876 334,793,254 

Less: allowance for expected credit losses (7,236,200) (6,785,440) 

Net receivables 492,776,676 328,007,814 

 
 

All the financing facilities provided by the Company are Shariah compliant, accordingly they are non-conventional in 

nature. Murabaha receivables include the balance due from a related party of SR 1,294,100 (note 12) (31 December 

2020: SR 7,309,205).   

 

The Company had also Ijarah contract receivables during the period ended 30 September 2020 and all these contracts 

matured during the year ended 31 December 2020. 

 
 

8 (b) Movement in allowance for expected credit losses 
 

 
30 September 2021 

(Unaudited) 

31 December 2020 

(Audited) 

30 September 2020 

(Unaudited) 
    
Balance at the beginning of the period/year 6,785,440 8,805,550 8,805,550 

Charge for the period/year 450,760 30,251,890 3,162,143 

Written off during the period/year - (32,272,000) (7,351,179) 

Balance at the end of the period/year 7,236,200 6,785,440 4,616,514 
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8 MURABAHA RECEIVABLES (continued) 
 

8 (c) Expected maturity 
 

The expected maturity of the gross Murabaha receivables is as follows: 

 

 

 

30 September  

2021 

(Unaudited) 

31 December  

2020 

(Audited) 
   

Within 1 year 300,537,545 178,272,909 

1 - 2 years 98,808,245 48,887,650 
2 - 3 years 70,806,477 102,250,133 

3 - 4 years 20,223,067 5,382,562 

4 – 5 years 9,637,542 - 

Total 500,012,876 334,793,254 

 

8 (d) Aging of receivables (past due but not impaired) 
 

As at reporting date, the aging of past due receivables are as follows: 
 

 

< 30 days 

30 - 60  

days 

61 – 90 

 days 

91 – 120 

 days 

121 – 180 

 days 

181 – 360 

days 

Above 360 

days Total 

30 September 

2021 (Unaudited) 

 

Receivables 19,486,610 30,631,469 51,015,757 5,032,125 4,233,617 2,990,071 6,423,216 119,812,865 

31 December 

2020 (Audited) 

 

Receivables  108,547,269 9,864,851 6,765,885 3,274,309 602,074 9,861,147 10,126,887 149,042,422 

 

8 (e)  Economic Sector risk concentration for the receivables is as follows 
 
 

 

Sectors  

30 September  

2021 

(Unaudited) 

31 December  

2020 

(Audited) 

   

Services 32.24% 38.04% 

Retail business 30.76% 14.75% 

Contracting  19.19% 29.90% 

Industrial  16.97% 14.74% 

Trading 0.84% 2.57% 

 

8 (f) Collateral  

 
The Company in the ordinary course of lending activities holds collaterals as security to mitigate credit risk in the 

receivables. These collaterals mostly include machinery and real estate. The collaterals are held against receivables and 

are managed against relevant exposures at their net realisable values. The value of the collateral as at 30 September 

2021 amounted to SR 470.6 million (31 December 2020: SR 371.2 million). 

 

9 INVESTMENTS HELD AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME  
 
During the current period, the Company has partially sold its investments in Sukuk for SR 31,076,891. As at 30 

September 2021, the Company has investments in Sukuk amounting to SR 3,949,049 (31 December 2020: SR 

33,679,574).    

 

10 SHARE CAPITAL 
 
Share capital amounted to SR 150,000,000 as at 30 September 2021 and 31 December 2020 consisting of 15,000,000 

shares of SR 10 each, which are fully paid.  
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11 BORROWINGS 
 

The details of the borrowings obtained by the Company from a government entity is given below: 
 

 30 September 

2021 

(Unaudited) 

31 December  

2020 

(Audited) 

Current portion 56,120,838 40,000,821 

Non-current portion 83,577,606 106,226,172 

 139,698,444 146,226,993 
 
Before 2020, the Company obtained loans from a government entity amounting to SR 125 million. These are repayable 

in monthly instalments that commenced in January 2019, with the final instalment due in June 2023. In April 2020, the 

government entity deferred its payments against the above mentioned loans for one year effective from March 2020. 

The accounting impact of these changes in terms of the borrowings has been assessed and are treated as per the 

requirements of IFRS 9. This resulted in the Company incurring a modification gain of SR 6 million during the year 

ended 31 December 2020 with respect to the loans received before 2020. As required by the government entity as a 

condition of defer payments of these borrowings, the Company is required to give one year deferrals of repayments to 

the Murabaha customers eligible for this program. This resulted in the Company incurring a corresponding modification 

loss of SR 10.3 million during the year ended 31 December 2020.  

 

Between June and September 2020, the Company obtained additional loans from the government entity of SR 70 

million repayable in monthly instalments commencing from January 2021, with the final instalment due in January 

2024. 

On 11 January 2021 and 22 June 2021, the Company further obtained two loans each amounting to SR 15 million 

repayable in monthly instalments commencing from July 2021 and October 2021 respectively, with the final instalments 

due in June 2024 and September 2024 respectively.  
 
The above borrowings received by the Company from a government entity carry fixed special commission rates that 

are significantly lower than then prevailing market rates. They also carry a number of conditions, one of which is that 

equivalent loans should be disbursed to specific types/sectors of customers at reduced rates. The initially recorded 

benefit on these loans amounting to SR 2.8 million during the nine months period ended 30 September 2021 (year 

ended 31 December 2020: SR 7.5 million)  being the impact of “lower than market value” loans obtained by the 

Company was accounted for as “government grant”. Such benefits are recognised, on meeting the conditions attached 

to the grant on a systematic basis against the expense for which such grant is intended to compensate, in profit or loss 

in “special commission income from Ijara and Murabaha receivables” line item. The government grant not yet 

recognised in profit or loss as at 30 September 2021 amounted to SR 5 thousand (31 December 2020: SR nil) and is 

included within “accounts payable and accruals”. 

 

All borrowing facilities of the Company are Shariah complaint financing arrangements and are unconventional in 

nature.   
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12 RELATED PARTIES TRANSACTIONS AND BALANCES 
 

Related parties represent major shareholders, directors and key management personnel of the Company, and entities 

controlled or significantly influenced by such parties. 
 
The following are the details of major related party transactions during the period: 
 

Compensation to key management personnel of the Company 
 
 For the nine months period ended  

30 September 

 

 

2021 

(Unaudited) 

2020 

(Unaudited) 
   
Remuneration 710,361 1,355,562 

Termination and other long term benefits 145,882 25,733 

Total compensation of key management personnel 856,243 1,381,295 

 

Transactions with the related party related to the contracts 

   

For the nine months period ended  

30 September 

Related parties Relationship Nature 

2021 

(Unaudited) 

2020 

(Unaudited) 

Gheras Al-Khairat 

Company Limited 

Controlled by key 

management personnel 

Special commission 

income from Murabaha 299,512 228,685 
 

Due from related party: 
 
Below is the related party balance included in Murabaha receivables (note 8(a)): 

 

30 September 

2021 

(Unaudited) 

31 December  

2020 

(Audited) 

Gheras Al-Khairat Company Limited 1,294,100 7,309,205 

Below is the related party balance included in prepayments and other assets: 

 

30 September 

2021 

(Unaudited) 

31 December  

2020 

(Audited) 

Alraedah Investment Company 458,191 331,341 

13 RISK MANAGEMENT 

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

special commission rate risks), credit risk, legal risk and liquidity risk. The Company’s overall risk management 

program focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the 

Company’s financial performance. Risk management is carried out by senior management. The most important risks 

and their management are summarised below: 

Currency risk 

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

The Company is subject to fluctuations in foreign exchange rates in the normal course of its business. The Company 

neither has monetary assets/liabilities, nor has undertaken any transactions in currencies other than Saudi Riyal and US 

Dollars during the year. As Saudi Riyal is currently pegged to the US Dollar and there were no significant transactions 

or exposure in currencies other than Saudi Riyal and US Dollars, management believes that the Company has no 

significant exposure to currency risk. 
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13 RISK MANAGEMENT (continued) 

 

Commission rate risk 
Commission rate risk is the risk that the value of financial instruments will fluctuate due to changes in market interest 

or commission rates. The Company’s exposure to commission rate risk is minimal as financial assets including 

Murabaha receivables and investments in Sukuk (classified as FVOCI) as well as financial liabilities including payables 

to SAMA and borrowings outstanding at 30 September 2021 are fixed rate ones.  

 

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

party to incur a financial loss. The Company has established a credit policy for corporate borrowers. Furthermore, all 

the loans are allowed for the maximum term of 60 months. As per such policy, Murabaha receivable are not granted 

unless the borrower meets certain basic requirements, which are set out below: 

• Corporate Know Your Customer (“KYC”) validation of real operation;  

• Income earned through cash flows; 

• Collateral provided as equipment, vehicles, machinery, property, unless exempted; and  

• Valuation of above mentioned collateral within basic Finance to Value (“FTV”) ratios. 

The Company monitors its receivables on a weekly basis. Furthermore, most of the receivables are backed by adequate 

collaterals. 

In case of receivables past due for six months, the Company takes legal actions against the borrower with an aim to 

either collect the receivable by selling the collaterals against which the financing is provided or force the customers to 

regularise their overdue positions.  

The table below reflects the Company’s maximum exposure to credit risk for the components on the interim condensed 

statement of financial position: 
 

 

30 September 2021 

(Unaudited) 

31 December 2020 

(Audited) 
   

Cash and cash equivalents 86,065,414 124,118,061 

Murabaha receivables 492,776,676 328,007,814 

Investments held at fair value through other comprehensive income 4,841,899 34,572,424 

Other assets 11,061,323 49,075,305 

 594,745,312 535,773,604 
 
Legal risk 
Title deed of the real estate properties are registered in the name of a board member. The enforceability of any related 

rights and obligations are subject to interpretation and enforceability in the relevant courts of law. 
 
Liquidity risk 
Liquidity risk is the risk that the Company will be unable to meet its net financing requirements. Liquidity risk can be 

caused by market disruptions or credit downgrades, which may cause certain sources of financing to dry up 

immediately. Management monitors the maturity profile of the Company’s assets and liabilities to ensure that adequate 

liquidity is maintained. 
 
Analysis of undiscounted value of financial liabilities by remaining contractual maturities 
The table below summarises the maturity profile of the Company’s financial liabilities at 30 September 2021 and 31 

December 2020 based on contractual undiscounted repayment obligations. The contractual maturities of liabilities have 

been determined based on the remaining period at the interim condensed statement of financial position date to the 

contractual maturity date. 

30 September 2021 (Unaudited) 

Less than 3 

months 

 

3-12 months 

 

1-5 years 

 

Total 
     
Accounts payable 3,238,548 5,688,979 5,345,631 14,273,158 

Payable to SAMA 43,720,687 118,999,769 106,299,944 269,020,400 
Lease liabilities 937,190 937,190 6,560,328 8,434,708 

Borrowings 11,619,676 52,288,543 87,933,446 151,841,665 

Total 59,516,101 177,914,481 206,139,349 443,569,931 
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13 RISK MANAGEMENT (continued) 

 

Analysis of undiscounted value of financial liabilities by remaining contractual maturities (continued) 
 

31 December 2020 (Audited) 

Less than 3 

months 

3-12  

months 

 

1-5 years 

 

Total 
     

Accounts payable 2,106,585 4,317,488 6,940,476 13,364,549 

Payable to SAMA 16,512,495 96,693,522 109,787,367 222,993,384 

Lease liabilities - 1,127,454 - 1,127,454 

Borrowings 4,315,972 44,788,549 113,971,987 163,076,508 

Total 22,935,052 146,927,013 230,699,830 400,561,895 
 
 

14 FAIR VALUES OF FINANCIAL INSTRUMENTS 
 

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 to the Company. 
 

Financial instruments comprise financial asset and financial liabilities. Financial assets of the Company includes bank 

balances, Murabaha receivables, investments held at FVOCI and other receivables. Financial liabilities of the Company 

include borrowings, payables to SAMA and accounts payable. Except for investments held at FVOCI that are measured 

at fair value, carrying amounts of all other financial instruments are considered to approximate their fair values. 
 

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by 

valuation technique: 
 

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

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, 

either directly or indirectly. 

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on 

observable market data. 
 
Out of investments carried at FVOCI, Sukuk is classified within level 1 of the fair value hierarchy and equity 

instruments within level 3 of the fair value hierarchy. 
 
For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines 

whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest 

level input that is significant to the fair value measurement as a whole) at the end of each reporting period. 
 
The Company’s management determines the policies and procedures for both recurring fair value measurement and for 

non-recurring measurement. 
 
There have been no transfers between various fair value hierarchy levels during the current or prior period. 
 
Management believes that the fair value of financial assets and liabilities at the reporting date approximate their carrying 

values. 
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15 SAMA PROGRAMS 
 
SAMA programs and initiatives launched 
In response to COVID-19 (refer also note 16), SAMA launched the Private Sector Financing Support Program 

(“PSFSP”) in March 2020 to provide the necessary support to the SME sector through empowering and facilitating the 

financing community. The PSFSP mainly encompasses the following programs: 

• Deferred payments program; 

• Funding for lending program; 

• Loan guarantee program; and 

• Point of sale (“POS”) and e-commerce service fee support program. 
 

During the period ended 30 September 2021, the Company has only participated in the deferred payment programs as 

mentioned above.  
 

During April 2020, SAMA has issued a guidance around additional COVID-19 support measures for Micro, Small and 

Medium Enterprises (“MSMEs”) that the finance companies will need to undertake in relation to MSMEs deferred 

payments program. The Company has considered the guidance issued and implemented in the period ended 30 

September 2021. 
 

Deferred payments program – March 2020 
As part of the deferred payments program, the Company is required to defer payments for six months (from March 

2020 to September 2020) on the eligible microfinance facilities. The payment reliefs are considered as short-term 

liquidity support to address the borrower’s potential cash flow issues. The Company has effected the payment relief by 

extending the tenure of the applicable financings granted with no additional costs to be borne by the customers. The 

accounting impact of these changes in the terms of the credit facilities has been assessed and are treated as per the 

requirements of IFRS 9. This has resulted in the Company recognizing initially a day 1 modification loss of SR 5.9 

million with respect to participating Murabaha facilities granted to its customers, which was recognized in profit or loss 

immediately. In the absence of other factors, participation in this deferment is not considered a significant increase in 

credit risk. 

 

Pursuant to SAMA deferred payments program, the Company under an agreement with SAMA, received a loan 

amounting to SR 100.8 million, as profit-free deposit. Subsequently, management identified certain differences in the 

calculation based on which an amount of SR 100.8 million was derived. As a result, it was determined that an amount 

of SR 19.6 million should be refunded to SAMA and this was re-confirmed by SAMA and paid in July 2020. The 

revisited net amount payable to SAMA against this loan after repayment is SR 81.2 million. The amount is repayable 

to SAMA over the period of 3.5 years in equal monthly instalments, with an initial grace period of 6 months. During 

2020, the Company has repaid SR 4.5 million and during the period SR 20.3 million against this facility. The benefit 

of the subsidized funding rate has been accounted for in accordance with government grant accounting requirements. 

This resulted initially in a total income of SR 10.4 million, which was recognized in profit or loss immediately. The 

management has exercised certain judgements in the recognition and measurement of this grant income.  
 

Deferred payments program – September 2020 

In September 2020, SAMA announced to extend the SAMA deferred payments program for three months from 

September 2020 until December 2020. Pursuant to this program, the Company received a loan amounting to SR 73.1 

million, as profit-free deposit. The amount is repayable to SAMA over the period of 1.25 years in equal monthly 

instalments, with an initial grace period of 4 months. During the period, the Company has repaid SR 39 million against 

this facility. The benefit of the subsidized funding rate has been accounted for in accordance with government grant 

accounting requirements. This resulted in a total income of SR 4.2 million, which was recognized in the statement of 

profit or loss and other comprehensive income immediately. The management has exercised significant judgements in 

the recognition of the payable to SAMA as well as the recognition and measurement of this grant income. 

 

The Company has also recognized a day 1 modification loss of SR 3 million with respect to participating Murabaha 

facilities granted to its customers which was recognized in profit or loss immediately. In the absence of other factors, 

participation in this deferment is not considered a significant increase in credit risk.  
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15 SAMA PROGRAMS (continued) 

 

Deferred payments program – December 2020 
In December 2020, SAMA announced to further extend the SAMA deferred payments program for three months from 

December 2020 until March 2021. Pursuant to this program, the Company received a loan amounting to SR 73.2 

million, as profit-free deposit. The amount is repayable to SAMA over the period of 1.5 years in equal monthly 

instalments, with an initial grace period of 4 months. During the period, the Company has repaid SR 24.4 million against 

this facility. The benefit of the subsidized funding rate has been accounted for in accordance with government grant 

accounting requirements. This resulted in a total income of SR 4.7 million, which was recognized in the profit or loss 

section of the statement of profit or loss and other comprehensive income immediately. The management has exercised 

significant judgements in the recognition of the payable to SAMA as well as the recognition and measurement of this 

grant income.  

 

The Company has also recognized a day 1 modification loss of SR 3 million with respect to participating Murabaha 

facilities granted to its customers which was recognized in profit or loss immediately. In the absence of other factors, 

participation in this deferment is not considered a significant increase in credit risk. 

 

Deferred payments program – April 2021 

In March 2021, SAMA announced to further extend the SAMA deferred payments program for three months from 

April 2021 until June 2021. Pursuant to this program, the Company received a loan amounting to SR 71 million, as 

profit-free deposit. The amount is repayable to SAMA over the period of 1.25 years in equal monthly instalments, with 

an initial grace period of 4 months. During the period, the Company has repaid SR 9.5 million against this facility. The 

benefit of the subsidized funding rate has been accounted for in accordance with government grant accounting 

requirements. This resulted in a total income of SR 4 million, which was recognized in the profit or loss section of the 

statement of profit or loss and other comprehensive income immediately. The management has exercised significant 

judgements in the recognition of the payable to SAMA as well as the recognition and measurement of this grant income.  

 

The Company has also recognized a day 1 modification loss of SR 2.6 million with respect to participating Murabaha 

facilities granted to its customers which was recognized in profit or loss immediately. In the absence of other factors, 

participation in this deferment is not considered a significant increase in credit risk. 

 

Deferred payments program – July 2021 
In June 2021, SAMA announced to further extend the SAMA deferred payments program for three months from June 

2021 until September 2021. Pursuant to this program, the Company received a loan amounting to SR 68.2 million, as 

profit-free deposit. The amount is repayable to SAMA at maturity after the period of 1.5 years. The benefit of the 

subsidized funding rate has been accounted for in accordance with government grant accounting requirements. This 

resulted in a total income of SR 6.3 million, which was recognized in the profit or loss section of the statement of profit 

or loss and other comprehensive income immediately. The management has exercised significant judgements in the 

recognition of the payable to SAMA as well as the recognition and measurement of this grant income.  

 

The Company has also recognized a day 1 modification loss of SR 2.2 million with respect to participating Murabaha 

facilities granted to its customers which was recognized in profit or loss immediately. In the absence of other factors, 

participation in this deferment is not considered a significant increase in credit risk. 

 

Deferred payments program – September 2021 

In September 2021, SAMA announced to further extend the SAMA deferred payments program for three months from 

October 2021 until December 2021, with certain conditions. However, at the date of issuance of these interim condensed 

financial statements the Company has not received any amount, as it is currently determining how much funding it need 

from SAMA, as per the conditions attached to deferred payment program.  

 

16 IMPACT OF COVID-19 ON EXPECTED CREDIT LOSSES 

During March 2020, the World Health Organisation (“WHO”) declared the Coronavirus (“COVID-19”) outbreak as a 

pandemic in recognition of its rapid spread across the globe. This outbreak has also affected the GCC region including 

the Kingdom of Saudi Arabia. Governments all over the world took steps to contain the spread of the virus. Kingdom 

of Saudi Arabia in particular has implemented closure of borders, released social distancing guidelines and enforced 

country wide lockdowns and curfews.  
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16 IMPACT OF COVID-19 ON EXPECTED CREDIT LOSSES (continued) 

Oil prices have also witnessed significant volatility during this period, owing not just to demand issues arising from 

COVID-19 as the world economies go into lockdown, but also supply issues driven by volume which had predated the 

pandemic. The Company has evaluated the current situation through conducting stress testing scenarios on expected 

movements of oil prices and its impact on key credit, liquidity, operational, solvency and performance indicators in 

addition to other risk management practices to manage the potential business disruption due to COVID-19 outbreak 

that may have on its operations and financial performance. The steps taken by management also include commencing 

review of credit exposure concentrations at a more granular level such as the economic sectors, regions, country, 

counterparty etc., collateral protection, timely review and customer credit rating actions and appropriately restructuring 

loans, where required. These also take into consideration the impacts of government and SAMA support relief 

programs. 

These current events and the prevailing economic condition require the Company to revise certain inputs and 

assumptions used for the determination of expected credit losses (“ECL”). These would primarily revolve around either 

adjusting macroeconomic factors used by the Company in estimation of expected credit losses. As with any forecasts, 

the projections and likelihoods of occurrence are underpinned by significant judgement and uncertainty and therefore, 

the actual outcomes may be different to those projected. The impact of such uncertain economic environment is 

judgmental, and the Company will continue to reassess its position and the related impact on a regular basis. 

At this point in time, it is difficult to ascertain the specific effects the health crisis and government and SAMA support 

measures, such as the repayment holidays and other mitigating packages, will have. The Company has therefore 

concluded that it is too early for any potential credit impairment to be reflected through application of the staging 

criteria and focused on the macroeconomic model underpinning the Probability of Default (“PD”) and Loss Given 

Default (“LGD”) determinations. The Company will continue to individually assess significant corporate exposures as 

more reliable data becomes available and accordingly determine if any adjustment in the ECL is required in subsequent 

reporting periods. 

17  EVENTS AFTER REPORTING DATE 
 
No material events have occurred subsequent to the reporting date and before the issuance of these interim financial 

statements which require adjustments or additional disclosures to these interim condensed financial statements. 

18  PRIOR PERIOD RECLASSIFICATIONS 
 
Certain comparative figures in the interim condensed statement of profit or loss and other comprehensive income has 

been reclassified to conform the current period presentation. 

19  APPROVAL OF THE INTERIM CONDENSED FINANCIAL STATEMENTS  
 
The interim condensed financial statements were approved by the Board of Directors on 20 Rabi Al-Awwal 1443 (H), 

corresponding to 26 October 2021 (G). 

 


