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Independent auditor’s report on review of condensed interim financial 

statements 
To the Shareholders of Gulf Lifting Financial Leasing Company 
Introduction   

We have reviewed the accompanying 31 March 2020 condensed interim financial statements of Gulf Lifting Financial 

Leasing Company (“the Company”), which comprises: 

• the condensed statement of financial position as at 31 March 2020; 

• the condensed statements of profit or loss and other comprehensive income for the three-months period ended 

31 March 2020; 

• the condensed statement of changes in shareholders’ equity for the three-months period ended 31 March 2020; 

• the condensed statement of cash flows for the three-months period ended 31 March 2020; and 

• the notes to the condensed interim financial statements. 

Management is responsible for the preparation and presentation of these condensed interim financial statements in 

accordance with IAS 34, ‘Interim Financial Reporting’ as endorsed in Kingdom of Saudi Arabia. Our responsibility is 

to express a conclusion on these condensed interim financial statements based on our review. 

Scope of review 

We conducted our review in accordance with the International Standard on Review Engagements 2410, “Review of 

Interim Financial Information Performed by the Independent Auditor of the Entity” that is endorsed in the Kingdom 

of Saudi Arabia. A review of interim financial information consists of making inquiries, primarily of persons 

responsible for financial and accounting matters and applying analytical and other review procedures. A review is 

substantially less in scope than an audit conducted in accordance with International Standards on Auditing that are 

endorsed in the Kingdom of Saudi Arabia and consequently does not enable us to obtain assurance that we would 

become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit 

opinion. 
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Independent auditor’s report on review of condensed interim financial 

statements  
To the Shareholders of Gulf Lifting Financial Leasing Company (Continued) 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 31 March 
2020 condensed interim financial statements of Gulf Lifting Financial Leasing Company are not prepared, in all 
material respects, in accordance with IAS 34, ‘Interim Financial Reporting’ as endorsed in Kingdom of Saudi Arabia. 

 

For KPMG Al Fozan & Partners 

Certified Public Accountants  
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Abdulaziz Abdullah Alnaim 
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Al Khobar, 19 Ramadan 1441H 

Corresponding to: 12 May 2020G 
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(i) Document Results/Findings


ID Activity Reference Short Description Detailed Description of Risk Results and Findings


(?) Significant risks associated with significant account(s) and disclosure(s)


Q1.7.1.2.1 Summary of risks







SR 1


SR 1 Revenue recognition fraud risk


Revenue recognition fraud risk There is a risk of fraud relating to 
recognition of revenue, which requires 
special consideration because of the 
nature of the risk and the potential for 
intentional misstatements to the 
relevant assertions, e.g. existence and 
accuracy of revenue. Fraud risk factors 
such as mentioned below could be 
present due to a condition of incentives 
linked to sales/profit targets or 
pressures from those charged with 
governance to present a better results: 
- There is excessive pressure on 
management or operating personnel to 
meet financial targets established by 
those charged with governance, 
including sales or profitability incentive 
goals. - As the company is in the start 
up phase and the management is in 
the pressures to meet the targets and 
budgets and to reduce the losses to a 
minimum extent. 


We have performed extensive review 
for revenue accounts. This work 
include: 


Further we have performed: 
1. Obtaining copy of new contracts and 
check if the revenue from such 
contracts are recorded appropriately. 
2. Verify new contracts with customers 
and check revenue for such contracts 
are included in revenue for the period. 
3. Check 100% independent re-
calculations of lease and insurance 
revenue from customer repayment 
schedule and cross match the 
recorded revenue to resultant re-
calculated revenue. 
4. Sought the reason for differences, if 
any 
5. Check and obtained the reasoning 
for not recording revenue from 
customers under legal disputes/ legal 
recovery proceedings. 
6. Compared quarter over quarter 
revenue variances and obtained 
appropriate justifications, including the 
customer wise revenue analysis, 
number of contracts outstanding for 
both period end etc.
7. Made inquiries of senior 
management regarding the risk of 
misstatement of revenue as a result of 
fraud and management opined that 
there are no pressure/incentives for 
financial frauds as the pay and other 
benefits are nor linked to the financial 
results of the Company. 
8. Inquire about the new SAMA 
announcement for deferred payment 
program and check its impact on 
recognized revenue (refer 
7.1.1.1.0030). 


Based on the above key review 
procedures coupled with inquiry and 
skeptical approach, we have not 
identified any negative / contradictory 
review evidence coupled with our 
understanding of the Company based 
on audit experience. Accordingly, we 
concluded positively. 


Et has concluded positively about 
;ease provision adequately,  after 
performing the above procedure.


Refer tab "Total revenues - I-1" in 
7.1.1.3.0010 for procedure performed, 
results and conclusion.


SR 2 Expected loss provision - 
adequacy 


The preparation of the estimate of the 
valuation of lease receivables (residual 
value impairment) involves subjective 
judgment or uncertainties, which 
required special consideration because 
of the likelihood and potential 


Our review procedure include: 


1. Checking customer aging
We have obtained customer ageing 
report from the client and checked its 







magnitude of misstatements in the 
carrying value of the leased assets. 
Where the leased asset is expected to 
realize less than the residual value 
used to price the contract originally, the 
entity may be required to impair the 
asset.


overall accuracy by  cross matching the 
amount to GL balances and checking 
whether appropriate aging brackets are 
used in order to put due amounts in 
correct aging buckets/brackets. 


This verification is achieved by taking 
customer collection report, which 
shows customer wise month wise EMIs 
paid or pending to be paid. So we have 
cross matched the paid amount from 
bank statements and checked un-paid 
amount properly classified in correct 
aging brackets. 


2. Involving KPMG FRM Specialist to 
independently calculating the 
provisions:
After obtaining the ageing report, ET 
sanitized and given the same to KPMG 
FRM specialist in order to 
independently calculate the provision 
for lease receivable amount as per 
ECL Model. 


3. Comparing KPMG Specialist 
calculations with the amount as per 
books:
The results from KPMG specialist is 
then compared with provision amount 
as per books in order to conclude the 
adequacy of provisions. 


4. Special considerations for delinquent 
customer balances which are subject 
to legal recovery proceedings: 
The Company has initiated for legal 
recovery proceedings against 3 
delinquent  customers, out of which the 
Company has taken external valuation 
for 2 customers having major balances. 


Our review procedure covered to check 
the amount and adequacy of provisions 
for such customer balances by 
referring to the probability of winning 
the legal case, assessed through legal 
confirmation from Company's lawyer, 
and adequacy of provisions. assessed 
through by checking the difference in 
carrying value of receivables and the 
valuation of assets under leases as on 
the reporting date.


These 3 customer balances were then 
further analyzed in order to provide for 
additional and adequate provisions 
provisions to cover the risk of over-
statement of recoverability of lease 
receivables. 


A detailed procedure and conclusion 
based on our review procedure is given 
in Q1.7.1.1.3.0020 ECL Analysis WP


Based on the procedure performed,
ET has concluded positively that the 
provision against the lease receivable 







Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Lease receiveable ☑ ☑


Risks that have a pervasive effect (financial statement level risks)


Document the effect on the review of interim financial information


ID Activity 
Reference Short Description Detailed Description of Significant Risk Effect on Interim Review


SR 3 Going concern assumption of the Company / 
adjusting events due to present economic 
situation on account of COVID-19.


Events and conditions have been identified that 
may, individually or collectively, cast significant 
doubt / substantial doubt for a reasonable 
period of time on the entity's ability to continue 
as a going concern. Events and conditions 
related to the entity's ability to continue as a 
going concern: Although the coronavirus 
existed at 31 March 2020, it is the severity of 
the virus and the outbreak happened 
subsequent to the year end and which may 
have an impact on the entity’s operations. 
Accordingly, ET has to assess and need to 
seek assessment / response from the 
management on the going concern due to 
Corona virus impact. 


We have inquired the company 
management relating to the 
impact of COVID-19 to its 
financial and operating 
activities. 


Further ET has also done a 
detailed procedure relating to 
companies going concern 
assessments 


Key highlights are given below:


it to be noted that the 
Company have viable business 
plan as per ET's discussion 
with management and 
verification of documents. We 
checked and concluded that: 


1. The Company has been 
secured 2 new lease contracts 
during Q1 2020. This indicate 
the Company is growing 


The preparation of the estimate of the valuation of lease receivables (residual value impairment) involves subjective judgment or uncertainties, which required 
special consideration because of the likelihood and potential magnitude of misstatements in the carrying value of the leased assets. Where the leased asset is 
expected to realize less than the residual value used to price the contract originally, the entity may be required to impair the asset.


is adequately provided for. 


Please alaso refer to tab "Lease - B-2" 
in 7.1.1.3.0010 for procedure 
performed, results and conclusion.


Detailed Description


There is a risk of fraud relating to recognition of revenue, which requires special consideration because of the nature of the risk and the potential for intentional 
misstatements to the relevant assertions, e.g. existence and accuracy of revenue.


Fraud risk factors such as mentioned below could be present due to a condition of incentives linked to sales/profit targets or pressures from those charged with 
governance to present a better results:
- There is excessive pressure on management or operating personnel to meet financial targets established by those charged with governance, including sales or 
profitability incentive goals.
- As the company is in the start up phase and the management is in the pressures to meet the targets and budgets and to reduce the losses to a minimum 
extent. 


Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Revenue ☑ ☑







despite the economic 
challenges thrown by 
COVID-19 pandemic in KSA. 
Further, the Company is 
actively pursing for another 
opportunities to expand its 
business. It is to be noted that, 
as on 31 March 2020, the 
Company is also in the process 
of finalizing another lease 
contract with Tamimi for which 
the Company has already 
received a down payments of 
SR 3 million from customer. 


2. The working capital position 
of the Company is really 
strong. Based on ET analysis, 
the Company have 27.89:1 
and 42.44:1 as working capital 
ratio on 31 March 2020 and 31 
December 2019 respectively. 
The Company's cash to current 
liabilities ratio and cash to total 
liability ratio is also 20:1 and 
19:1. This indicate the 
Company has high free cash to 
support working capital and to 
finance operations as and 
when it become due and 
materialized. 


3. The Company is debt free 
and accordingly there are no 
restrictive financial and 
operational covenants as 
normally attached to debt fund. 


4. The Company has a sound 
and reliable customer base 
and the customer base is also 
not concentrated to single 
industry/type of customers like 
corporate/small/micro 
enterprises. 


5. The Company has 
specifically disclosed the 
statement of fact relating to 
going concern in the 
condensed financial 
statements in note 2.2 Basis of 
preparation
 “These condensed interim 
financial statements have been 
prepared on a historical cost 
basis, using going concern 
assumption, except for 
investment which is measured 
at fair value and employees’ 
end of service benefits which is 
measured at projected unit 
credit method."


Further it has also disclosed 
the management position and 
assessment done by the 
management in relation to 







Sign Off History    


Status User Date


Reviewed Abhisek Gupta 5/11/2020


Reviewed Silachi Faiz 5/6/2020


Prepared SAMEER MOHAMED 4/26/2020


Prepared SAMEER MOHAMED 4/26/2020


COVID-19 pandemic in the 
condensed financial 
statements. This include 
reference in note 1 and 
reference in note  2.4 
Significant accounting 
judgments, estimates and 
assumptions 


6. ET also taken specific 
representation relating to going 
concern from management 


Based on this representation 
and ET's overall conclusion, as 
per the review procedure 
performed and evidence taken, 
it is concluded that going 
concern assumption is 
appropriate. 


Refer attachment 7.1.2.8.0030 
for management 
representation letter.







