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Independent Auditor’s Report 
To the Shareholders of Gulf Lifting Financial Leasing Company (A Closed Joint Stock Company) 

Opinion 

We have audited the financial statements of Gulf Lifting Financial Leasing Company (“the Company”), which comprise the 
statement of financial position as at 31 December 2019, the statements of profit or loss and other comprehensive income, 
changes in equity and cash flows for the year then ended, and notes to the financial statements, comprising significant 
accounting policies and other explanatory information. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the 
Company as at 31 December 2019, and its financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi Arabia and other 
standards and pronouncements issued by the Saudi Organization for Certified Public Accountants (SOCPA). 

Basis for Opinion 

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

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS 
that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by SOCPA, the 
applicable requirements of the Regulations for Companies, Company’s Articles of Association and for such internal control 
as management determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.  

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to 
do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.  
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Independent Auditor’s Report 
To the Shareholders of Gulf Lifting Financial Leasing Company (A Closed Joint Stock Company) (continued) 

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

‘Reasonable assurance’ is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these 
financial statements. 

As part of an audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi 
Arabia, we exercise professional judgement and maintain professional scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, then we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Company to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit of Gulf Lifting Financial Leasing Company (“the Company”). 

For KPMG Al Fozan & Partners 
Certified Public Accountants  
 

_________________________ 
Abdulaziz Abdullah Alnaim 

License No: 394 

Al Khobar, 2 March, 2020G 
Corresponding to: 7 Rajab, 1441H 
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1. CORPORATE INFORMATION 
 
Gulf Lifting Financial Leasing Company (the “Company”) previously known as “Gulf Lifting Rental Company” is 
a Saudi Closed Joint Stock Company established under the Regulations for Companies in the Kingdom of Saudi 
Arabia. The Company is registered in Dammam under commercial registration number 2050030896 dated 19 
Shaban, 1416H corresponding to 10 January 1996G and operating under company license number 47/A Sh/201708 
dated 14 Dhul Qa’dah 1438H corresponding to 6 August 2017G issued by Saudi Arabian Monetary Authority 
(“SAMA”). 
 
The Company is engaged in the finance leasing business. The Company is effectively a wholly owned subsidiary 
of Yusuf Bin Ahmed Kanoo Company Limited.  
 
In 2013, a new Finance Lease Law was enacted in the Kingdom of Saudi Arabia, whereby, only licensed companies 
are allowed to conduct finance lease business in the Kingdom of Saudi Arabia. Accordingly, the shareholders of the 
Company (i) filed application with relevant authorities to secure license to conduct finance lease business; (ii) 
increased the capital of the Company from SR 40 million to SR 100 million as required by the law; and (iii) resolved 
to transfer all the business activities and related assets and liabilities at carrying amount of operating lease business 
to a shareholder effective from 1 January 2013. During 2016, the Company received initial approval of the 
acceptance of application from the Saudi Arabia Monetary Authority (SAMA). 
  
During 2016, the shareholders of the Company resolved to change the name of the Company from Gulf Lifting 
Rental Company to Gulf Lifting Financial Leasing Company. Further, the Company was converted from Limited 
Liability Company into a Closed Joint Stock Company in accordance with Ministerial Resolution number 287/Q 
dated 27 Dhu Al Qa’dah 1437H, corresponding to 30 August 2016. The legal formalities associated with the change 
in name and legal status of the Company were completed during 2016.  
 
In view of the change in legal status, the shareholders also resolved to (i) convert statutory reserve and retained 
earnings to additional equity contribution at 30 August 2016 amounting to SR 90.65 million and (ii) transfer the 
assets, liabilities and activities of the Company to Closed Joint Stock Company.  
 
The Company has received license from SAMA for practice of finance lease business in Kingdom of Saudi Arabia 
on to 14 Dhul Qahda 1438H corresponding 6 August 2017G. 
 

2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES  
 

2.1 Statement of compliance 
These financial statements are prepared by the Company in accordance with International Financial Reporting 
Standards (“IFRS”) as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by 
the Saudi Organization for Certified Public Accountants (“SOCPA”).  
 
The financial statements of the Company as at and for the year ended 31 December 2018, were prepared in 
accordance with IFRS as modified by the Saudi Arabian Monetary Authority (“SAMA”) for the accounting of Zakat 
and income tax, which requires, adoption of all IFRSs as issued by the International Accounting Standards Board 
(“IASB”) except for the application of International Accounting Standard (IAS) 12 - “Income Taxes” and IFRIC 21 
- “Levies” so far as these relate to Zakat and income tax and the Regulations for Companies in the Kingdom of Saudi 
Arabia.    
 
On 17 July 2019, SAMA instructed financing institutions in the Kingdom of Saudi Arabia to account for the Zakat 
and income taxes in the statement of profit or loss and other comprehensive income. This aligns with the IFRS and 
its interpretations as issued by the IASB and as endorsed in the Kingdom of Saudi Arabia and with the other standards 
and pronouncements that are issued by the SOCPA (collectively referred to as “IFRS as endorsed in KSA”). 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
 

2.1 Statement of compliance (Continued) 
Accordingly, the Company changed its accounting treatment for Zakat by retrospectively adjusting the impact in line 
with International Accounting Standard 8 “Accounting Policies, Changes in Accounting Estimates and Errors” and 
the effects of this change are disclosed in Note 2.6(A) to the financial statements. 
 
This is the first set of the Company’s annual financial statements in which IFRS 16 Leases has been applied. The 
related changes to significant accounting policies are described in Note 2.6(B). 
 

2.2 Basis of measurement 
These financial statements are prepared on a going concern basis under the historical cost convention on the accrual 
basis of accounting except for investment which is measured at fair value and employees’ end of service benefits 
which is measured at projected unit credit method. 
 

2.3 Functional and presentation currency 
Items included in these financial statements are measured using the currency of the primary economic environment 
in which the Company operates. These financial statements are presented in Saudi Riyals (SR) which is the 
Company’s functional and presentation currency. All financial information presented in Saudi Riyals has been 
rounded to the nearest Riyal, unless otherwise stated. 
 

2.4 Significant accounting judgments, estimates and assumptions 

In preparing these financial statements, management has made judgments, estimates and assumptions that affect the 
application of the Company’s accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised 
prospectively. 

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material 
adjustment to the carrying amounts of assets and liabilities for the year ended 31 December 2019 includes: 

 i. Impairment of financial assets         

The Company recognizes loss allowances for expected credit losses (ECL) on financial assets measured at 
amortized cost. The Company measures loss allowances at an amount equal to lifetime ECL. 
Loss allowances for lease receivable and contract assets are always measured at an amount equal to lifetime ECL. 

When determining whether the credit risk of a financial asset has increased significantly since initial recognition 
and when estimating ECL, the Company considers reasonable and supportable information that is relevant and 
available without undue cost or effort. This includes both quantitative and qualitative information and analysis, 
based on the Company’s historical experience and informed credit assessment and including forward-looking 
information. 
The Company considers a financial asset to be in default when: 
• the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the Company 

to actions such as realizing security (if any is held); or 
• the financial asset is 90 days or more past due.  
Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial 
instrument. The maximum period considered when estimating ECLs is the maximum contractual period over which 
the Company is exposed to credit risk. 

ii. Employees’ end of service benefits  
The cost of end of service defined benefit and the present value of the related obligation are determined using 
actuarial valuations. An actuarial valuation involves making various assumptions which may differ from actual  
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.4 Significant accounting judgments, estimates and assumptions (Continued) 
ii. Employees’ end of service benefits (Continued) 

developments in the future. These include the determination of the discount rate, future salary increases, withdrawal 
before normal retirement age, mortality rates etc. Due to the complexity of the valuation, the underlying assumptions 
and its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All 
assumptions are reviewed at each reporting date. 

The parameter most subject to change is the discount rate. In determining the appropriate discount rate, yield and 
duration of Saudi government bonds obligation with at least an ‘A’ rating or above, as set by an internationally 
acknowledged rating agency, and extrapolated as needed along the yield curve to correspond with the expected term 
of the defined benefit obligation. The underlying bonds are further reviewed for quality. Those having excessive 
credit spreads are removed from the analysis of bonds on which the discount rate is based, on the basis that they do 
not represent high quality bonds. 
 
Age-wise “High” withdrawal rates are used in carrying out the valuation.  These age-wise withdrawal rates are 
generally used in the MENA region to carry out the actuarial valuation of end of service benefit Schemes of 
companies operating in leasing business. 
 
The rates assumed are based on the WHO 15 Ultimate mortality tables, rated down one year. In the absence of any 
standard mortality tables in the region, these rates are generally used in Kingdom of Saudi Arabia in carrying out 
the actuarial valuation of EOSB Schemes. If any other mortality table is used it will not make any significant 
difference in the results. 

 
iii. Useful lives of property and equipment and intangible assets 

Management determines the estimated useful lives of property and equipment and intangible assets for calculating 
depreciation and amortisation. This estimate is determined after considering expected usage of the assets and 
physical wear and tear. Management reviews the residual value and useful lives annually and change in depreciation 
charges and amortisation charges, if any, are adjusted in current and future periods. 

 
iv. Measurement of fair values 

Company’s accounting policies and disclosures require the measurement of fair values, for both financial and non-
financial assets and liabilities. 
 
When measuring the fair value of an asset or a liability, the Company uses observable market data as far as possible. 
Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation 
techniques as follows: 
- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
- Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either 

directly (i.e. as prices) or indirectly (i.e. derived from prices); 
- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
 
If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value hierarchy, 
then the fair value measurement is categorised in its entirety in the same level of the fair value hierarchy as the lowest 
level input that is significant to the entire measurement. The Company recognises transfers between levels of the fair 
value hierarchy at the end of the reporting period during which the change has occurred. 

v. Zakat 
The Company is subject to Zakat in accordance with the General Authority of Zakat and Income Tax (“GAZT”) 
regulations. Zakat computation involves relevant knowledge and judgment of the Zakat rules and regulations to 
assess the impact of Zakat liability at a particular period end. This liability is considered an estimate until the final 
assessment by GAZT is carried out until which the Group retains exposure to additional Zakat liability. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.4 Significant accounting judgments, estimates and assumptions (Continued) 

vi. Impairment of non-financial assets 
At each reporting date, the company reviews the carrying amounts of its non- financial assets to determine whether 
there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. 
 
For impairment testing, assets are grouped together into smallest group of assets that generated cash inflows from 
continuing use that are largely independent of cash inflows of other assets. 
 
The recoverable amount of an asset is greater of its value in use and its fair value less costs to sell. Value in use is 
based on the estimated future cash flows, discounted to their present value using a pre-tax discount rate.  
  
An impairment loss is recognized if the carrying amount of an asset exceeds its recoverable amount. 
 

2.5 Standards, new pronouncements and interpretations 
 
A number of new standards are effective for annual periods beginning on or after 1 January 2019 and earlier 
application is permitted; however, except for IFRS 16 there is no material impact of application of other standards. 
Further, the Company has not early adopted the new or amended standards that are effective for annual periods 
beginning on or after 1 January 2020 in preparing these financial statements. 
 
The following amended standards and interpretations are not expected to have a significant impact on the Company’s 
financial statements. 
 
- IFRIC 23 Uncertainty over Income Tax Treatments (applicable for periods beginning on or after 1 January 

2019). 

- Prepayment Features with Negative Compensation (Amendments to IFRS 9) (applicable for periods beginning 
on or after 1 January 2019). 

- Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28) ) (applicable for periods 
beginning on or after 1 January 2019). 

- Plan Amendment, Curtailment or Settlement (Amendments to IAS 19) (applicable for periods beginning on or 
after 1 January 2019). 

- Annual Improvements to IFRS Standards 2015–2017 Cycle – various standards (applicable for periods 
beginning on or after 1 January 2019). 

- Amendments to References to Conceptual Framework in IFRS Standards (applicable for periods beginning on 
or after 1 January 2020). 

- Definition of Material (Amendments to IAS 1 and IAS 8) (applicable for periods beginning on or after 1 January 
2020). 

- Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) ) (applicable for periods 
beginning on or after 1 January 2020). 

- Definition of a Business (Amendments to IFRS 3) (not yet endorsed). 

- IFRS 17 Insurance Contracts (not yet endorsed). 

- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS 
10 and IAS 28) (not yet endorsed). 

- IFRS 14 Regulatory Deferral Accounts (not yet endorsed). 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
 

2.6 Changes in accounting policies due to adoption of new standards 
The Company has changed the method of presentation of Zakat expenses (see A) based on SAMA instruction as 
mentioned in Note 2.1 and adopted IFRS 16 Leases (see B). A number of other new standards and interpretations as 
mentioned in note 2.5 (a) are effective from 1 January 2019 but they do not have a material effect on the Company’s 
financial statements. 
 
 
A. Zakat 
As mentioned in Note 2.1, the statement of compliance has been changed for the year ended 31 December 2019 as 
a result of the issuance of latest instructions from SAMA dated 17 July 2019. Previously, Zakat and income tax were 
recognized in the statement of changes in shareholders’ equity as per the SAMA circular no 381000074519 dated 11 
April 2017. With the latest instructions issued by SAMA dated 17 July 2019, the Zakat and income tax shall be 
recognized in the statement of profit or loss and other comprehensive income. The Company has accounted for this 
change in the accounting for Zakat retrospectively.  
 
The effect of the above change has resulted in reduction of reported income of the Company for the year ended 31 
December 2018 by SR 3.3 million. Had there been no change in the accounting policy the income for the year end 
31 December 2019 would have been lower by SR 2.4 million. This change does not have any impact on statement 
of financial position, statement of cash flows and shareholders’ equity of the Company, therefore no third column of 
financial position is presented as at the beginning of the preceding period in the statement of financial position. 
 

B. IFRS 16 “Leases” 
The Company initially applied IFRS 16 ‘Leases’ from 1 January 2019. IFRS 16 introduced a single, on-balance sheet 
accounting model for lessees. As a result, the Company, as a lessee, has to recognise right-of-use assets representing 
its rights to use the underlying assets and lease liabilities representing its obligation to make lease payments. Lessor 
accounting remains similar to previous accounting policies. 
 
The Company has applied IFRS 16 using the modified retrospective approach. Therefore, the cumulative effect of 
adopting IFRS 16 (if any) is recognized as an adjustment to the opening balance of retained earnings at 1 January 
2019, with no restatement of comparative information. The details of the changes in accounting policies are disclosed 
below. 
 
Definition of a lease 
Previously, the Company determined at contract inception whether an arrangement was or contained a lease under 
IFRIC 4 “Determining Whether an Arrangement contains a Lease”. The Company now assesses whether a contract 
is or contains a lease based on the new definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the 
contract conveys a right to control the use of an identified asset for a period of time in exchange for consideration. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 

2.6 Changes in accounting policies due to adoption of new standards (Continued) 

B. IFRS 16 “Leases” (Continued) 
On transition to IFRS 16, the Company elected to apply the practical expedient to grandfather the assessment of 
which transactions are leases. It applied IFRS 16 only to contracts that were previously identified as leases. Contracts 
that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed. Therefore, the definition of a lease 
under IFRS 16 has been applied only to contracts entered into or changed on or after 1 January 2019. At inception 
or on reassessment of a contract that contains a lease component, the Company allocates the consideration in the 
contract to each lease and non-lease component on the basis of their relative stand-alone prices.  
 
I. As a lessee  
The Company leases office building. As a lessee, the Company previously classified leases as operating or finance 
leases based on its assessment of whether the lease transferred substantially all of the risks and rewards of ownership. 
Under IFRS 16, the Company recognises right-of-use assets and lease liabilities for most leases - i.e. these leases are 
on-balance sheet.  
 
Significant accounting policies 
The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use 
asset is initially measured at cost, and subsequently at cost less any accumulated depreciation, impairment losses and 
adjusted for certain remeasurement of the lease liability.  
 
The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Company's incremental borrowing rate. Generally, the Company uses its incremental borrowing rate 
as the discount rate. The lease liability is subsequently increased by the interest cost on the lease liability and 
decreased by lease payment made. It is remeasured when there is a change in future lease payments arising from a 
change in an index or rate, a change in the estimate of the amount expected to be payable under a residual value 
guarantee, or as appropriate, changes in the assessment of whether a purchase or extension option is reasonably 
certain to be exercised or a termination option is reasonably certain not to be exercised. 
 
The Company has applied judgement to determine the lease term for some lease contracts in which it is a lessee that 
include renewal options. The assessment of whether the Company is reasonably certain to exercise such options 
impacts the lease term, which significantly affects the amount of lease liabilities and right-of-use assets recognised. 
 
Transition 
Previously, the Company classified property leases as operating leases under IAS 17. This include Office building. 
The leases typically run for a period of 2 years. The lease include an option to renew the lease for an additional one 
year after the end of the non-cancellable period. At transition, for lease classified as operating leases under IAS 17, 
the Company applied the exemption not to recognise right-of-use assets and liabilities for lease with less than 12 
months of lease term. However, the Company has elected to avail exemption under IFRS- 16 and not to recognise 
right-of-use assets and lease liabilities for lease of office building as it is short term lease. The Company recognises 
the lease payments associated with the lease as an expense on a straight-line basis over the lease term. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 

2.6 Changes in accounting policies due to adoption of new standards (Continued) 

B. IFRS 16 “Leases” (Continued) 
 
II. As a lessor 
The Company leases out heavy machinery and automobile to corporate customers. The Company has classified these 
leases as finance lease. The accounting policies applicable to the Company as a lessor are not different from those 
under IAS 17.  
 
The Company is not required to make any adjustments on transition to IFRS 16 for leases in which it acts as a lessor. 
However, the Company has applied IFRS 15 “Revenue from Contracts with Customers” to allocate consideration in 
the contract to each lease and non-lease component.  
 
The accounting policies applicable to the Company as a lessor in the comparative year were not different from IFRS 
16. Consequently, there are no material and reportable changes due to its transition to IFRS 16. 
 

2.7 Accounting policies 
Following accounting policies have been applied in preparation of these financial statements. These policies have 
been applied consistently for all period presented, except for those disclosed in note 2.6 
 

2.7.1 Property and equipment 
Property and equipment are stated at cost less accumulated depreciation and impairment losses, if any. Cost includes 
expenditure that is directly attributable to the acquisition of the asset. 
 
Capital work in progress is stated at cost less impairment losses, if any, and is not depreciated until the asset is 
brought into commercial operations and available for intended use. 
 
Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only 
when it is probable that future economic benefits associated with the item will flow to the entity and the cost of the 
item can be measured reliably. Cost incurred to replace a component of an item of property and equipment is 
capitalized and the asset so replaced is retired from use. All other repairs and maintenance expenditure are charged 
to the statement of profit or loss and other comprehensive income during the period in which they are incurred. 
 
Depreciation is calculated using the straight line method over its estimated useful life of the assets as mentioned 
below, after taking into account their respective residual value. 
 

 Number of years 
Leasehold improvements 5 
Office furniture and fixtures 5-7 
Information technology equipment 4 
 
All assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An asset's carrying amount is written down immediately to its recoverable amount 
if the asset's carrying amount is greater than its estimated recoverable amount. 
 
Gains and losses on disposal of property and equipment, if any, are taken to the statement of profit or loss and other 
comprehensive income in the period in which they arise. 
 
The assets residual values, useful life and methods are reviewed and adjusted, if appropriate, at each reporting date. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.2 Intangible assets 

Intangible assets, including Enterprise Resources Planning (“ERP”) software acquired by the Company and have 
finite useful life are measured at cost less accumulated amortization and any accumulated impairment losses. 
Amortization is calculated to write-off the cost of intangible assets less their estimated residual values using the 
straight-line method over their estimated useful life, and is generally recognized in the statement of profit or loss and 
other comprehensive income.  
Amortization methods, useful life and residual values are reviewed at each reporting date and adjusted if appropriate.  

 
2.7.3 Net investment in finance leases  

Leases in which the Company transfers control incidental to the ownership of an asset to the lessee are classified as 
finance leases. Finance lease are recorded at the inception of the lease at the lower of fair value of the leased assets 
and the present value of the minimum lease payments. At the end of lease-term the Company transfers the title of 
underlying assets to the lessee.  

 
Gross investment in finance leases include the total of future lease payments on finance leases (lease receivables), 
plus estimated residual amounts receivable. The difference between the lease receivables and the cost of the leased 
asset is recorded as unearned lease finance income and for presentation purposes, is deducted from the gross 
investment in finance leases. The Company takes down payments on leases with the right to set off against the 
residual value of leased assets and for presentation purposes, these down payments along with prepaid lease rentals 
are deducted from gross investment in finance leases. 

 
2.7.4 Provisions  

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events 
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation 
and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each reporting date 
and are adjusted to reflect the current best estimates. 

 
Provisions are determined by discounting the expected future cash flows at a rate that reflects current market 
assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is 
recognized as finance cost. 

 
2.7.5 Zakat 

Zakat is provided on accrual basis in accordance with the Regulations of the General Authority of Zakat and Income 
Tax (the “GAZT”) in the Kingdom of Saudi Arabia and on accrual basis. Zakat is charged to the statement of profit 
or loss and other comprehensive income. For change in presentation as per new guidelines issued by SAMA refer to 
Note 2.6.A. 

 
2.7.6 Expenses 

Expenses are recognized in the statement of profit or loss and other comprehensive income when decrease in future 
economic benefit related to a decrease in an asset or an increase in a liability has arisen that can be measured reliably.  
Expenses are recognized on the basis of a direct association between the costs incurred and the earning of specific 
items of income; on the basis of systematic and rational allocation procedures when economic benefits are expected 
to arise over the accounting period. Expenses are analysed based on their nature. 

 
2.7.7 Financial instruments 

Financial assets and liabilities are recognised when the Company becomes a party to the contractual provisions of 
the instrument. 

i) Financial assets 
Initial recognition and measurement 
On initial recognition, a financial asset is classified and measured at amortized cost, FVOCI or FVTPL. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.7 Financial instruments (Continued) 

i) Financial assets (Continued) 

Initial recognition and measurement (Continued) 
 
Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business 
model for managing financial assets, in which case all affected financial assets are reclassified on the first day of the 
first reporting period following the change in the business model. 
 

a) Financial assets at amortized cost 
A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as 
at FVTPL: 
 

• the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and 

• the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 
principal and profit on the principal amount outstanding. 
 

The financial instruments not measured at fair value are short-term financial assets and financial liabilities whose 
carrying amounts are a reasonable approximation of fair value. 
 

Cash and cash equivalents include cash in hand, deposits with banks and other short term investments in an active 
market with original maturities of three months or less.  
 

The Company classify cash and cash equivalents, finance lease receivables and other receivables as financial assets 
at amortized cost. 
 

b) Financial assets at fair value through other comprehensive income (“FVOCI”) 
A financial asset is measured at fair value through FVOCI only if it meets both of the following conditions and is 
not designated as at FVTPL. 
 

• it is held within a business model whose objective is achieved by both collecting contractual cash flows and 
selling financial assets; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of principle and profit on 
the principle amount outstanding. 

 
On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to 
present subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis. The 
Company does not have any financial assets that are designated at fair value through other comprehensive income 
(FVOCI). 

 
c) Financial assets at fair value through profit or loss (“FVTPL”) 

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL. 
On initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements 
to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an 
accounting mismatch that would otherwise arise. 
 
Business model assessment 
The Company assesses the objective of a business model in which an asset is held at a portfolio level because this 
best reflects the way the business is managed and information is provided to management. The information considered 
includes: 
 
 



GULF LIFTING FINANCIAL LEASING COMPANY 
(CLOSED JOINT STOCK COMPANY) 
NOTES TO THE FINANCIAL STATEMENTS  
FOR THE YEAR ENDED 31 DECEMBER 2019 
(Expressed in Saudi Riyals) 

 

14 
 

2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.7 Financial instruments (Continued) 

i) Financial assets (Continued) 

Business model assessment (Continued) 
 
• the stated policies and objectives for the portfolio and the operation of those policies in practice. In particular, 

whether management's strategy focuses on earning contractual interest income, maintaining a particular interest 
rate profile, matching the duration of the financial assets to the duration of the liabilities or expected cash outflows 
or realizing cash flows through the sale of the assets; 

• how the performance of the portfolio is evaluated and reported; 

• the risks that affect the performance of the business model (and the financial assets held within that business 
model) and how those risks are managed; 

• how managers of the business are compensated- e.g. whether compensation is based on the fair value of the assets 
managed or the contractual cash flows collected; and 

• the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and its 
expectations about future sales activity. However, information about sales activity is not considered in isolation, 
but as part of an overall assessment of how the Company's stated objective for managing the financial assets is 
achieved and how cash flows are realized. 

Transfer of financial assets to third parties in transactions that do not qualify for derecognition are not considered 
sales for the purpose, consistent with the Company’s continuing recognition of the assets. 

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis are 
measured at FVTPL.  
The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case' 
scenarios into account. 
 
If cash flows after initial recognition are realised in a way that is different from the Company's original expectations, 
the Company does not change the classification of the remaining financial assets held in that business model, but 
incorporates such information when assessing newly purchased financial assets going forward. 
Financial assets that are held for trading and whose performance is evaluated on a fair value basis are measured at 
FVTPL because they are neither held to collect contractual cash flows nor held both to collect contractual cash flows 
and to sell financial assets. 
Assessment whether contractual cash flows are solely payments of principal and interest 
For the purposes of this assessment, “principal” is defined as the fair value of the financial asset on initial recognition. 
‘interest ‘ is defined as consideration for the time value of money and for the credit risk associated with the principal 
amount outstanding during a particular  period of time and for other basic lending risks and costs (e.g. liquidity risk 
and administrative costs), as well as a profit margin. 
In assessing whether the contractual cash flows are solely payments of principal and interest, the Company considers 
the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual term 
that could change the timing or amount of contractual cash flows such that it would not meet this condition. In making 
this assessment, the Company considers; 

- contingent events that would change the amount or timing of cash flows; 
- terms that may adjust the contractual coupon rate, including variable-rate features; 
- prepayment and extension features; and  
- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse features)
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.7 Financial instruments (Continued) 

i) Financial assets (Continued) 
Assessment whether contractual cash flows are solely payments of principal and interest (Continued) 
A prepayment feature is consistent with solely payments of principal and interest criterion if the prepayment amount 
substantially represents unpaid amounts of principal and interest on the principal amount outstanding, which may 
include reasonable additional compensation for early termination of the contract. Additionally, for a financial asset 
acquired at a discount or premium to its contractual par amount, a feature that permits or requires prepayment at an 
amount that substantially represents the contractual par amount plus accrued (but unpaid) contractual interest (which 
may also include reasonable additional compensation for early termination) is treated as consistent with this criterion 
if the fair value of the prepayment feature is insignificant at initial recognition. 

ii) Financial liabilities 
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at 
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition. 
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense, 
are recognized in the statement of profit or loss and other comprehensive income. Other financial liabilities 
(including loans and borrowings and accounts and other payables) are subsequently measured at amortised cost using 
the effective interest method. Interest expense and foreign exchange losses are recognized in statement of profit or 
loss and other comprehensive income. Any gain or loss on derecognition is also recognized in the statement of profit 
or loss and other comprehensive income.  
Effective interest method  
The effective interest method is a method of calculating the amortized cost of a debt instrument and of allocating 
interest income over the relevant period. For financial instruments other than purchased or originated credit-impaired 
financial assets, the effective interest rate is the rate that exactly discounts estimated future cash receipts (including 
all fees and points paid or received that form an integral part of the effective interest rate, transaction costs and other 
premiums or discounts) excluding expected credit losses, through the expected life of the debt instrument, or, where 
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial recognition. For purchased 
or originated credit-impaired financial assets, a credit-adjusted effective interest rate is calculated by discounting the 
estimated future cash flows, including expected credit losses, to the amortized cost of the debt instrument on initial 
recognition. 

Fair value measurement  
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 
 
When available, the Company measures the fair value of an instrument using the quoted prices in an active market 
for that instrument.  A market is regarded as active if transactions for the asset or liability take place with sufficient 
frequency and volume to provide pricing information on an on-going basis. The Company measures instruments 
quoted in an active market as per the official closing price in the related stock exchange where the instrument is 
traded. 
 
If there is no quoted price in an active market, then the Company uses valuation techniques that maximize the use of 
relevant observable inputs and minimize the use of unobservable inputs. The chosen valuation technique incorporates 
all of the factors that market participants would take into account in pricing a transaction. 
 
The Company recognizes transfers between levels of the fair value hierarchy as at the end of the reporting period 
during which the change has occurred.
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.7 Financial instruments (Continued) 

Derecognition 
Financial assets 
The Company derecognizes a financial asset when the contractual rights to the cash flow from the asset expire, or it 
transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and 
rewards of ownership of the financial asset are transferred or in which the Company neither transfers nor retains 
substantially all of the risks and rewards of ownership and does not retain control of the financial asset. 
 
On derecognition of the financial asset, the difference between the carrying amount of the asset (or the carrying 
amount allocated to the portion of the asset that is derecognized) and the consideration received (including any new 
asset obtained less any new liability assumed) is recognized in the statement of profit or loss and other comprehensive 
income. Any interest in such transferred financial assets that is created or retained by the Company is recognized as 
a separate asset or liability. 

Financial liability 
The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or 
expire. The company also derecognises a financial liability when its terms are modified and the cash flows of the 
modified liability are substantially different, in which case a new financial liability based on the modified terms is 
recognized on fair value. 
 

On derecognition of a financial liability, the difference between the carrying amount extinguished and the 
consideration paid (including any non- cash assets transferred or liabilities assumed) is recognized in the statement 
of profit or loss and other comprehensive income. 

Offsetting 
Financial assets and financial liabilities are offset and the net amount presented in the statement of financial position 
when, and only when, the Company has legally enforceable right to offset the amounts and intends either to settle 
them on a net basis or to realize the asset and settle the liability simultaneously. 
 

Income and expenses are presented on a net basis for gain and losses from financial instruments at FVTPL and 
foreign exchange gains and losses. 

 

iii) Impairment of financial assets 
IFRS 9 replaces the 'incurred loss' model with an 'expected credit loss' model (ECL). IFRS 9 requires the Company 
to record an allowance for ECLs for all loans and other debt financial assets not held at FVTPL, together with loan 
commitments and financial guarantee contracts. The allowance is based on the ECLs associated with the probability 
of default in the next twelve months unless there has been a significant increase in credit risk since origination. If 
the financial asset meets the definition of purchased or originated credit impaired (POCI), the allowance is based 
on the change in the ECLs over the life of the asset.  
Under IFRS 9, credit losses are recognized earlier than under previous accounting standard.  
 
The Company applies the IFRS 9 simplified approach to measure expected credit losses which uses a lifetime 
expected loss allowance for finance lease receivables. 
 
To measure the expected credit losses, finance lease receivables have been grouped based on shared credit risk 
characteristics and the days past due. 

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and 
when estimating the ECL’s, the Company considers reasonable and supportable information that is relevant and 
available without undue cost or effort. This includes both quantitative and qualitative information and analysis, based 
on the company’s historical experience and informed credit assessment and including forward- looking information. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.7 Financial instruments (Continued) 

iii) Impairment of financial assets (Continued) 
 
The Company considers a financial asset to be in default when: 
 
- the borrower is unlikely to pay its credit obligation to the Company in full, without recourse by the Company to 

actions such as realizing security (if any is held); or  
- the financial asset is 90 days or more past due.  

 
Life time ECLs are the ECLs that result from default events over the expected life of a financial instrument. 
The Maximum credit period considered when estimating ECLs is the maximum contractual period over which the 
Company is exposed to credit risk. 

Measurement of Expected Credit Losses: 
ECLs are a probability – weighted estimate of credit losses. Credit losses are measured as the present value of all cash 
shortfalls (i-e the difference between the cash flows due to the entity in accordance with the contract and cash flows 
that the company expects to receive). 
ECLs are discounted at the effective interest rate of the financial asset. 

Credit-impaired financial assets 
At each reporting date, the Company assesses whether financial assets carried at amortized cost and debt securities 
at FVOCI (if any) are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a 
detrimental impact on the estimated future cash flows of the financial asset have occurred. 

Evidence that a financial asset is credit-impaired includes the following observable data: 
- due to significant financial difficulty of the borrower or issuer; 
- a breach of contract such as a default or being more than 90 days past due; 
- the restructuring of a finance lease receivable by the Company on terms that the Company would not consider 

otherwise; 
- it is probable that the borrower will enter bankruptcy or other financial reorganization; or 
- the disappearance of an active market for a security because of financial difficulties. 

 
Presentation of allowance for ECL in the statement of financial position 
Loss allowances for financial assets measured at amortized cost are deducted from the gross carrying amount of the 
assets. For debt securities at FVOCI (If any), the loss allowance is charged to the statement of profit or loss and other 
comprehensive income. 
Write off: 
The company writes off a financial asset when there is information indicating that the counterparty is in severe 
financial difficulty and there is sufficient evaluation that collection will not be possible, for example when 
counterparty has been placed under liquidation or has entered into bankruptcy proceedings. Financial assets written 
off may still be subject to enforcement activities under the Company’s recovery procedures, taking into account legal 
advice where appropriate. Any recoveries made are recognized in the statement of profit or loss and other 
comprehensive income. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.8 Impairment of Non-financial assets 

At each reporting date, the company reviews the carrying amounts of its non- financial assets to determine whether 
there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. 
For impairment testing, assets are grouped together into smallest group of assets that generated cash inflows from 
continuing use that are largely independent of cash inflows of other assets. 
The recoverable amount of an asset is greater of its value in use and its fair value less costs to sell. Value in use is 
based on the estimated future cash flows, discounted to their present value using a pre- tax discount rate based on 
the estimated future cash flows, discounted their present value using a pre-tax discount rate the reflects current market 
assessment of the time value of money and the risks specific to the assets. 
An impairment loss is recognized if the carrying amount of an asset exceeds its recoverable amount. 
Impairment losses are recognized in the statement of profit or loss and other comprehensive income. They are 
allocated first to reduce the carrying amount of any goodwill (If any), and then reduce the carrying amount of other 
assets on pro rata basis. An impairment loss in respect of goodwill is not reversed, for other assets, an impairment 
less is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would 
have been determined, net of depreciation or amortization, if no impairment loss had been recognised. 

2.7.9 Cash and cash equivalents 
Cash and cash equivalents include cash in hand and at banks including investments with original maturity of less 
than three months from the contract date.  

2.7.10 Proposed dividend and transfer between reserves 
Dividends and appropriations to reserves, except appropriations which are required by law, made subsequent to the 
statement of financial position date are considered as non-adjusting events and are recorded in the financial 
statements in the year in which they are approved and transfers are made. 
 

2.7.11 Revenue recognition-Finance leases 
For all financial instruments measured at amortized cost, interest income is recorded using the effective interest rate 
(EIR). The EIR is the rate that exactly discounts the estimated future cash receipts through the expected life of the 
financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset. Interest 
income is included in finance income in the statement of profit or loss and other comprehensive income. 
 
Service fees charged in respect of processing and other services are recognized as income when the service are 
rendered.  
 

2.7.12 Borrowing costs 
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes 
a substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of the respective 
asset. All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of special 
commission expense and other costs that the Company incurs in connection with the borrowing of funds. 
 

2.7.13 Statutory reserve 
As required by Saudi Arabian Regulations for Companies and the Company’s By-laws, 10% of the income for the 
period should be transferred to the statutory reserve. This reserve is not available for distribution. As per the By-
laws, the Company may resolve to discontinue such transfers when the reserve totals 30% of the paid up share capital. 
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2. BASIS OF PREPARATION, SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (Continued) 
2.7 Accounting policies (Continued) 
2.7.14 Employee benefits 

i) Short term employee benefits 
Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount 
expected to be paid if the Company has a present legal or constructive obligation to pay this amount as a result of 
past service provided by the employee and the obligation can be estimated reliably. 

ii) Employees' end-of-service benefits liabilities  
The Company operates a non-funded employee end-of-service benefit plan, which is classified as defined benefit 
obligation under IAS 19 'Employee Benefits'. A defined benefit plan is a plan which is not a defined contribution 
plan. The defined benefit obligation is calculated by independent actuaries using the projected unit credit method. 
Actuarial gains and losses are recognized in full in the period in which they occur in the statement of profit or loss 
and other comprehensive income. Such actuarial gains and losses are not reclassified to profit or loss in subsequent 
periods. 
 

Past service costs are recognized in the statement of profit or loss and other comprehensive income on the earlier of: 
• The date of the plan amendment or curtailment; and 
• The date on which the Company recognizes related restructuring costs 
 

Net interest is calculated by applying the discount rate to the net defined benefit liability. The Company recognizes 
the following changes in the net defined benefit obligation under ‘salaries and related expenses’ and ‘finance cost’ 
in the statement of profit or loss and other comprehensive income: 

 

• Service costs comprising current service costs, past-service costs, gains and losses on curtailments and non-
routine settlements  

• Net interest expense or income 
 

The defined benefit liability comprises the present value of the defined benefit obligation, less past service costs. 
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3. NET INVESTMENT IN FINANCE LEASES 

 2019    2018 
    
Gross investment in finance lease 112,145,550  67,164,350 
    
Less: Unearned finance lease income (18,065,800)  (11,979,661) 
Net investment in finance leases 94,079,750  55,184,689 
    
Provision for lease losses (2,271,898)  (1,464,909) 

 91,807,852  53,719,780 
Current maturity (35,247,500)  (19,351,956) 

 56,560,352  34,367,824 
 

 As at 31 December 2019, net investments in finance leases includes receivable from two delinquent customers 
amounting to SR 15,354,339. The Company initiated legal proceedings for recovering these receivables. These 
receivables are secured by way of promissory notes and the title deeds of underlying leased assets are also in the 
name of the Company. Further, the Company legal advisors are confident that the cases will be settled in favour of 
the Company.  

 
Management by taking into account all facts and circumstances has assessed that the likelihood of succeeding the 
legal proceedings are reasonably high, therefore, current provision is sufficient to absorb any foreseeable losses on 
such receivables. 

 
3.1   The movement in the provision for lease losses was as follows: 

  
2019 

   
2018 

    
Balance at the beginning of the year 1,464,909  1,158,396 
Allowance for the year 806,989  306,513 
Balance at the end of the year 2,271,898  1,464,909 

  
3.2   The maturity of the gross investment in finance leases as at 31 December 2019 is as follows: 

 

 
Gross 

investment in 
finance leases 

 

Unearned finance 
lease income 

 

Net investment in 
finance leases 

      
Not later than one year 44,388,359  9,144,800  35,243,559 
One to two years 37,657,510  5,823,838  31,833,672 
Two to three years 20,483,835  2,491,868  17,991,967 
Three to four years 6,901,281  552,912  6,348,369 
Four to five years 2,714,565  52,382  2,662,183 
Later than five years    -  -  - 
 112,145,550  18,065,800  94,079,750 
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3. NET INVESTMENT IN FINANCE LEASES (Continued) 

         The maturity of the gross investment in finance leases as at 31 December 2018 is as follows: 

 

 
Gross investment 
in finance leases 

 
Unearned finance 

lease income 

 
Net investment in 

finance leases 
      

Not later than one year  25,087,737    5,735,781    19,351,956  
One to two years  19,016,990    3,700,883    15,316,107  
Two to three years  16,534,488    1,898,290    14,636,198  
Three to four years  4,434,216    560,194    3,874,022  
Four to five years  2,090,919    84,513    2,006,406  
Later than five years    -  -  - 
 67,164,350  11,979,661  55,184,689 
 

4. INVESTMENT 
 
Based on the instructions of Saudi Arabian Monetary Authority “SAMA” in the month of December 2017 a new 
entity was incorporated to register the leasing contracts in the Kingdom of Saudi Arabia called “Saudi for leasing 
registration (“the Investee”). SAMA instructed all leasing companies and banks to contribute to the capital of the 
new investee. The Company contributed SR 892,850 in December 2017. In 2018, the Company has received 89,285 
shares (2% of total shares) and classified the investment as fair value through other comprehensive income (FVOCI). 
 

5. INTANGIBLE ASSETS 
 
Intangible asset represents license for software.  
 2019  2018 
Cost:    
1 January  1,314,250  1,314,250 
Additions 881,251  - 
31 December 2,195,501  1,314,250 
 
Accumulated amortization:   

 
 

1 January 1,222,433  565,307 
Charge for the year 182,264  657,126 
31 December   1,404,697  1,222,433 
    
Carrying amounts:    
31 December  790,804  91,817 
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6. PROPERTY AND EQUIPMENT 
 

   
Leasehold 

improvements  

 Office 
furniture and 

fixtures  

 Information 
technology 
equipment 

 

Total       
Cost:          
1 January  2018 228,797  162,495  301,985  693,277 
Additions during the year -  -  21,175  21,175 
31 December 2018 228,797  162,495  323,160  714,452 
        
1 January  2019 228,797  162,495  323,160  714,452 
Additions during the year -  -  2,600  2,600 
31 December 2019 228,797  162,495  325,760  717,052 
        
Accumulated depreciation:        
1 January 2018   54,785  20,357  65,935  141,077 
Charge for the year   58,087  23,212  79,729  161,028 
31 December 2018   112,872  43,569  145,664  302,105 
          
        
1 January 2019 112,872  43,569  145,664  302,105 
Charge for the year 57,201  23,212  81,104  161,517 
31 December 2019 170,073  66,781  226,768  463,622 
          
Carrying amounts:         
31 December 2019 58,724  95,714  98,992  253,430 
31 December 2018 115,925  118,926  177,496  412,347 
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7. CASH AND CASH EQUIVALENTS 
   

31 December 2018 
  

31 December 2019 
 

9,887  1,418  Cash in hand 
1,266,970  1,894,590  Cash at bank 

129,960,459  92,377,104  Short term deposits 
131,237,316  94,273,112  

          
Short term bank deposits are denominated in Saudi Riyals and United States Dollars with local banks and are made 
for varying periods from 1 month to 3 month and carry interest rates ranging from 1.4% to 2.9% per annum (2018: 
1.7% to 2.8%). 
 

8. RELATED PARTY TRANSACTIONS AND BALANCES 

Related parties represented shareholder, directors and key management personnel of the Company, and entity 
controlled or significantly influenced by such parties:  
 
The Company is required to pay remuneration to the members of Board of Directors, under Bye-Laws, for 
participation in Board of Director’s meeting held during the period, all the directors have waived their right to 
receive the remuneration.  
 
Prices and terms of payment with related parties are approved by the management. Amount due to related parties 
are disclosed in the statement of financial position. 
 

Transactions with related party  
 

2019 

 
 

2018 
    
Yusuf Bin Ahmed Kanoo Company Limited – a shareholder    

     Expenses paid on behalf of the Company 10,919  19,837 
     Collections made on behalf of the Company 2,288,758  6,971,683 

Purchases made during the year -  2,672,672 
 

AXA Cooperative Insurance Company – other related party    
 Services received for insurance 

 
791,889  

 
 185,078 

 

Kanoo Travels – other related party    
 Services received for travel expenses 

 
41,309   - 

 

Key management personnel compensation comprised of the following transactions: 

  
2019  2018 

Transactions:    
Compensation of key management executives 564,155  819,937 
Audit committee remuneration 210,994  279,800 
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8. RELATED PARTY TRANSACTIONS AND BALANCES (Continued) 

The above mentioned significant transactions with related parties resulted in the following balances: 

Due to related parties 

 2019  2018 
Yusuf Bin Ahmed Kanoo Company Limited 118,819  107,899 
AXA Cooperative Insurance Company 13,262  2,877 
Kanoo Travels 42,417  - 
 174,498  110,776 

 

9. SHARE CAPITAL 

The pattern of shareholding as of 31 December 2019 and 31 December 2018 is as follows: 

 

Percentage 
of 

ownership  
Number of 

Shares  Amount SR 
Yusuf Bin Ahmed Kanoo Company Limited 94  9,400,000  94,000,000 
Ali Abdulla Kanoo 1  100,000  1,000,000 
Ali Abdulaziz Kanoo 1  100,000  1,000,000 
Saud Abdulaziz Kanoo 1  100,000  1,000,000 
Bader Abdulaziz Kanoo 1  100,000  1,000,000 
Faisal Khalid Kanoo 1  100,000  1,000,000 
Ahmed Fawzi Kanoo 1  100,000  1,000,000 

 100  10,000,000  100,000,000 
10. EMPLOYEES' END OF SERVICE BENEFITS 

In accordance with the provisions of IAS 19, management has carried out an exercise to assess the present value of 
its defined benefit obligations in respect of employees' end of service benefits payable under relevant local regulations 
and contractual arrangements.  

The Company recognized the benefits in the statement of profit or loss and other comprehensive income. The benefit 
is based on employees’ final salaries and allowances and their cumulative years of service, as stated in the laws of 
Saudi Arabia. 

The following table summarizes the components of the net benefit expense recognized in the statement of profit or 
loss and other comprehensive income and amounts recognized in the statement of financial position. 

Net benefit expense recognised in the profit or loss and other comprehensive income 
 2019  2018  
Included in profit or loss     
Current service cost 84,480  128,425  
Interest cost on benefit obligation 6,331  6,765  
 90,811  135,190  
     
Included in other comprehensive income     
Re-measurement gains and losses on obligation     
Loss due to change in demographic assumptions -  41  
Gain due to change in experience adjustments (5,039)  (41,430)  
 90,811  135,190  

  



GULF LIFTING FINANCIAL LEASING COMPANY 
(CLOSED JOINT STOCK COMPANY) 
NOTES TO THE FINANCIAL STATEMENTS  
FOR THE YEAR ENDED 31 DECEMBER 2019 
(Expressed in Saudi Riyals) 

 

25 
 

10. EMPLOYEES' END OF SERVICE BENEFITS (Continued) 

Movement in the present value of defined benefit obligation: 
  2019  2018  

Balance at 1 January   119,049  140,469  
Current service cost / charge for the year  84,480  128,425  
Interest cost  6,331  6,765  
Benefits paid   (37,973)  (115,221)  
Actuarial gain on the obligation  (5,039)  (41,389)  
Balance at 31 December  166,848  119,049  

 
Significant assumptions used in determining the post-employment defined benefit obligation includes the following: 
 2019  2018  

Discount rate 2.80%  4.05%  
Salary increase rate short term 2.80%  4.05%  

Mortality rates 
WHO SA16 -

75% 
 WHO SA16 -

75% 
 

Rates of employee turnover High  High  
 

The table below illustrates the approximate impact on the defined benefit obligation if the Company were to change 
one key assumption, while the other actuarial assumptions remain unchanged. The sensitivity analyses below has 
been determined based on a method that extrapolates the impact on the defined benefit obligation as a result of 
reasonable changes in key assumptions occurring at the end of the reporting period. The sensitivity analysis may not 
be representative of an actual change in the defined benefit obligation as it is unlikely that changes in assumptions 
would occur in isolation of one another. 
 
Sensitivity analysis  2019  2018 
     
Increase     
Discount rate (+50 bps)  161,230  114,592 
Salary increase rate (+50 bps)  172,829  123,794 
     
Decrease     
Discount rate (-50 bps)  172,860  123,817 
Salary increase rate (-50 bps)  161,203  114,571 
     

The average duration of the defined benefit obligation at the end of the reporting period is 6.96 years (2018: 7.74 
years). 
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11. ACCRUED EXPENSES AND OTHER LIABILITIES 

 2019  2018 
Accrued expenses 230,400  416,612 
Other payables 143,488  316,984 
 373,888  733,596 

12. ZAKAT 

a) Charge for the year 
i) Zakat charge for the year ended 31 December comprises of the following: 

 
 2019  2018 
Zakat charge for the year 703,757  3,325,529 
Zakat refund (3,121,376)  - 
 (2,417,619)  3,325,529 
 

ii) The significant components of Zakat base for the Company are as follows: 
 

 2019  2018 
Shareholders’ equity -  186,465,503 
Other adjustments -  (56,581,703) 
 -  129,883,800 

Adjusted profit for the year  27,301,896  1,601,687 
Zakat base 27,301,896  131,485,487 

On 7 Rajab 1440H corresponding to 14 March 2019G, GAZT issued Zakat rules for financing activities. The rules 
are applicable for entities conducting financing activities for the fiscal years commenced on or after 1 January 
2019. Consequently, the provision for Zakat for the year ended 31 December 2019 has been calculated based on 
the new rules. 

Significant components of Zakat base of the Company principally comprise of shareholders’ equity at the 
beginning of the year, adjusted net income and certain other items. Some of these amounts have been adjusted in 
arriving at Zakat charge for the year  

b) Provision for Zakat  
 

The movement in provision for Zakat during the year is as follows: 
 2019  2018 
Balance at beginning of the year 3,325,529  3,609,429 
Add:  Charge for the year  703,757  3,325,529 
Less:  Refunds (3,121,376)  - 
Less:  Payments during the year  (7,350)  (3,609,429) 
Balance at end of the year  900,560  3,325,529 
 
Zakat for the year is payable at 2.5% of higher of the approximate Zakat base and adjusted net income attributable 
to the shareholders. 
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12. ZAKAT (Continued) 

c) Status of assessments 
 

The Company has submitted its Zakat declarations with the General Authority of Zakat and Tax (GAZT) up to the 
year 2018. The Company has obtained its Zakat certificate for the year ended 31 December 2018, which is valid up 
to 30 April 2020. 
 
The GAZT has issued a Zakat assessment for the year 2016 through a letter dated 11 March 2019 (ref: 026000039227) 
with an additional liability of Zakat amounted to SR 1,607,005. The Company has filed an objection letter against 
the GAZT’s assessment for the year 2016 on 8 May 2019 and received a rejection letter on 16 September 2019. 
Pursuant to the receipt of the rejection the Company has filed an appeal against the rejection to the General Secretariat 
of Tax Committees on 14 October 2019. The Company has assessed their position and as per the assessment it is 
highly likely that the case will be in favor of the Company. 
 
Zakat refund 
During the nine-month period ended 30 September 2019, pursuant to the issuance of Royal Decree (M/26) dated 20 
Rabi Al-Awwal 1440H and the letter issued by GAZT dated 5 February 2019 (Ref: 1440/1/747) the Company is 
entitled to Zakat refund amounted to SR 3,121,376. As result of the acknowledgment by the management on 3 March 
2019 GAZT has issued credit in favor of the Company. 
 

13. OTHER INCOME  

 2019  2018 
    Interest income on short term deposits 2,434,059  2,476,235 
Others 26,107  - 
 2,460,166  2,476,235 
 

14. BASIC AND DILUTED EARNINGS PER SHARE 

The basic and diluted earnings per share is calculated by dividing the income for the year attributable to the 
shareholders by weighted average number of shares at the end of the year. 
 
Basic and diluted earnings / (loss) per share: 2019  2018 
    Profit / (loss) for the year 
 

5,797,589  (2,453,863) 
    
Weighted average number of outstanding shares    
Number of shares 10,000,000  10,000,000 
    
Basic and diluted earnings / (loss) per share  0.57  (0.25) 
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15. LEASES 

Operating lease payments represent rental payable by the Company for its premises for a period from 1 to 2 years. 
Expense recognized for the year ended 31 December, and commitments for minimum lease payments under non-
cancelable operating leases are as follows: 
 
2019 – Leases under IFRS - 16    
Expenses relating to short-term leases   235,000 

 
 

    
2018 –Operating leases under IAS 17    
Lease expenses    235,000 
    
2019 – Leases under IFRS - 16    
Within one year   226,800 
Total   226,800 
    
2018 – Leases under IAS – 17    
Within one year   225,000 
Total   225,000 
    

 

16. CONTINGENCIES AND COMMITMENT 
 

The Company has no commitments and contingent liabilities as at 31 December 2019 (2018: Nil), except as disclosed 
elsewhere in the financial statements. 
 

17. FINANCIAL RISK MANAGEMENT 
 

Risk is inherent in the Company's activities and is managed through a process of ongoing identification, measurement 
and monitoring, subject to risk limits and other controls. This process of risk management is critical to the Company's 
continuing profitability. The Company's activities are exposed to a variety of financial risks which mainly include 
market risk, credit risk and liquidity risk. 
Risk management structure 

Board of Directors 

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the 
Company's risk management framework. The Board is also responsible for developing and monitoring the 
Company's risk management policies. 
Audit Committee 
The audit committee is appointed by the Board of Directors. The audit committee assists the Board in carrying out 
its responsibilities with respect to assessing the quality and integrity of financial reporting and risk management, the 
audit thereof and the soundness of the internal controls of the Company. 

Internal Audit 
All key operational, financial and risk management processes are audited by the Internal Audit. Internal audit 
examines the adequacy of the relevant policies and procedures, the Company's compliance with the internal policies 
and regulatory guidelines. Internal audit discusses the results of all assessments with management and reports its 
findings and recommendations to the Audit Committee. 
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17. FINANCIAL RISK MANAGEMENT (Continued) 

Risk management structure (Continued) 

Risk Committee 
Board of Directors of the Company has established a risk committee. The primary responsibility of the risk 
committee is to oversee and approve the company-wide risk management practices to assist the board in overseeing 
risks, such as financial, credit, market, liquidity, security, legal, regulatory, reputational, and other risks. 
The risks faced by the Company and the way these risks are mitigated by management are summarized below. 

17.1 Market risk 
Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result 
of changes in market profit rates or the market prices of securities due to change in credit rating of the issuer or the 
instrument, change in market sentiments, speculative activities, supply and demand of securities and liquidity in the 
market. 

Market risk comprises of two types of risk: currency risk and other price risk. 

a) Currency risk 
Currency risk is the risk that the fair value or future cash flows of a financial assets may fluctuate because of changes 
in foreign exchange rates. The Company's principal transactions are carried in Saudi Riyals. Management believes 
that there is minimal risk of significant losses due to exchange rate fluctuations as the majority of the monetary assets 
and liabilities are in Saudi Riyals or currencies which are pegged to the Saudi Riyal and consequently the Company 
does not hedge its foreign currency exposure.  
 

b) Other price risk 
Other price risk is the risk that the fair value or future cash flows of a financial instrument may fluctuate because of 
changes in market prices (other than those arising from special commission rate risk or currency risk) whether those 
changes are caused by factors specific to the individual financial instruments or its issuer, or factors affecting all 
similar financial instruments traded in the market. The Company does not have any financial instruments which are 
subject to other price risk. 

 

c) Special commission rate risk 
The special commission rate risk is the risk that the value of the financial instrument may fluctuate due to changes 
in the market interest rates. As the Company’s financial instruments are interest at fixed rates, the Company is not 
subject to special commission rate risk. 
 

17.2 Credit risk 
Credit risk is the risk that one party to a financial instrument may fail to discharge an obligation and cause the other 
party to incur a financial loss. The Company has established procedures to manage credit exposure including 
evaluation of lessees’ credit worthiness, formal credit approvals, assigning credit limits, obtaining collateral such as 
down payments and personal guarantees. Individual lease contracts generally are for terms not exceeding sixty- 
months. 
 
The credit risks on gross amounts due in relation to the investment in finance leases is mitigated by the retention of 
title on leased assets and down payments. 

 
 2019  2018 
    
Net investment in finance leases 91,840,619  53,719,780 
Other receivables 3,017,648  396,228 
Cash at bank 94,271,694  131,227,429 
 189,129,961  185,343,437 
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17. FINANCIAL RISK MANAGEMENT (Continued) 

17.2  Credit risk (Continued) 
 

a) Net investment in finance leases 
The investment in finance leases generally expose to significant credit risk. Therefore, the Company has established 
a number of procedures to manage credit exposure including evaluation of lessees' credit worthiness, formal credit 
approvals, assigning credit limits, obtaining collateral and personal guarantees. 
 
The Company follows a credit classification mechanism, primarily driven by day’s delinquency as a tool to manage 
the quality of credit risk of the lease portfolio. Further, the company has categorized its lease receivables into four 
sub categories on the basis of similar credit risk characteristics. Exposures within each credit risk category are 
segmented by industrial classification and an ECL rate is calculated for each segment based on the delinquency status 
and actual credit loss experience over the past years. These rates are multiplied by scaler factors to reflect differences 
between economic conditions, current conditions and management’s view of economic conditions over the expected 
age of the receivables. 
 
Scalar factors are based on the country specific risk 0.98% and industry specific risk 0.5%. 
 
Expected credit loss assessment for the lease receivables are as follows:  

 
Credit 

impaired 

 
Impairment loss 

allowance  

Gross 
carrying 
amounts  

Weighted 
average loss 

rate 
 

31 December 2019 
No  402,067  31,086,250  1.29% Corporate 
No  577,570  44,655,258  1.29% Medium enterprise  
No  -  -  - Micro finance 
No  326,706  17,372,687  1.88% Small enterprises 
Yes  965,555  965,555  100% Credit impaired balances 

  2,271,898  94,079,750   Total  
 

 
Credit 

impaired 

 
Impairment loss 

allowance  

Gross 
carrying 
amounts  

Weighted 
average loss 

rate 
 

31 December 2018 
No  507,984  34,323,261  1.48% Corporate 
No  109,994  7,432,028  1.48% Medium enterprise  
No  5,625  380,074  1.48% Micro finance 
No  420,291  12,628,311  3.33% Small enterprises 
Yes  421,015  421,015  100% Credit impaired balances 

  1,464,909  55,184,689   Total  
 

The Company as at 31 December 2019 has impairment loss allowance of SR 2.2 million (2018: SR 1.4 million). In 
addition, finance lease receivables are secured against leased assets. 
 
The credit quality of Company's bank balances are assessed with reference to external credit worthiness which all 
are above investment grade rating. 

 
b) Geographical segment analysis 

The Company's operations are restricted to Kingdom of Saudi Arabia only. 
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17. FINANCIAL RISK MANAGEMENT (Continued) 
17.2 Credit risk (Continued) 

 
c) Collateral held as security and other credit enhancements 

The Company does not hold any collateral or other credit enhancements to cover its credit risks associated with its 
financial assets, except that the credit risk associated with the net investment in finance lease. The credit risks on net 
investment in finance leases are mitigated by retention of title of leased assets. Further, the Company has obtained 
promissory notes from lessee customers.  
 

d) Bank balances and other receivables 
Funds are placed with banks having good credit ratings and therefore are not subject to significant credit risk. Other 
receivables are neither significant nor exposed to significant credit risk. 
 

e) Concentration risk 
Concentrations of credit risk arises when a number of counter-parties are engaged in similar business activities, or 
activities in the same geographic region, or have similar economic features that would cause their ability to meet 
contractual obligations to be affected similarly by changes in economic, political or other conditions. 
 
Concentrations of credit risk indicate the relative sensitivity of the Company's performance to developments 
affecting a particular industry or geographical location. 
 
The Company manages its credit risk exposure through diversification of leasing activities to ensure that there is no 
undue concentration of risks with individuals or groups of customers in specific locations or businesses.  
 

17.3 Liquidity risk 
Liquidity risk is the risk that the Company may encounter difficulty in meeting its financial obligations as they fall 
due. Liquidity risk arises because of the possibility that the Company will be required to pay its liabilities earlier 
than expected or will face difficulty in raising funds to meet commitments associated with financial liabilities as they 
fall due. The Company's approach to managing liquidity is to ensure, as far as possible, that it will always have 
sufficient liquidity to meet its liabilities when due, under both normal and stress conditions, without incurring 
unacceptable losses or risking damage to the Company’s reputation. 
 
The contractual maturities of liabilities have been determined on the basis of the remaining period at the statement 
of financial position date to the contractual maturity date and do not take account of the effective maturities as 
indicated by the Company's availability of liquid funds. Management monitors the maturity profile to ensure that 
adequate liquidity is maintained. The table below summarizes the maturity profile of the Company's liabilities based 
on contractual undiscounted cash flows: 

  

31 December 2019 
Within 3 
months 

 3 to 12 
Months 

 1 to 5 
years 

 No fixed 
maturity  

 
Total 

Liabilities          
Trade payables 577,563  -  -  -  577,563 
Accrued expenses and    
   other liabilities 373,888  

 
-  

 
- 

  
- 

 
373,888 

Due to related parties  174,498  -  -  -  174,498 
 1,125,949  -  -  -  1,125,949 
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17. FINANCIAL RISK MANAGEMENT (Continued) 
17.3 Liquidity risk 

31 December 2018 
Within 3 
months 

 
3 to 12 
Months 

 
1 to 5 
years 

 
No fixed 
maturity  

 

Total 
Liabilities          
Trade payables 143,477  -  -  -  143,477 
Accrued expenses and    
   other liabilities 539,602  193,994  -  -  733,596 
Due to a related party 110,776  -  -  -  110,776 
 793,855  193,993      987,849 

 
17.4 Capital risk management  

The objective of the Company when managing capital is to safeguard its ability to continue as a going concern so 
that it can continue to provide returns for shareholders and benefits for other stakeholders, and to maintain a strong 
capital base to support the sustained development of its business. The Company manages its capital structure by 
monitoring return on net assets and makes adjustments to it in the light of changes in economic conditions.  
 
No changes were made in the objectives, policies or processes for managing capital during the year ended 31 
December 2019. 

 
17.5 Fair values of financial assets and financial liabilities 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date (i.e. an exit price). The Company’s financial assets consist of 
cash and cash equivalents, short-term deposits, finance lease receivables, due from a related party, available-for-sale 
investments and its financial liabilities consist of accrued expenses and other liabilities and, due to a related party. 
 
The fair values of financial assets and liabilities are not materially different from their carrying values at the reporting 
date. 
 
The Company uses the following hierarchy for determining and disclosing the fair value of financial assets: 
Level 1: quoted prices in active markets for the same instrument (i.e., without modification or repackaging); 
Level 2: quoted prices in active markets for similar assets and liabilities or other valuation techniques for which all 
significant inputs are based on observable market data; and 
Level 3: valuation techniques for which any significant input is not based on observable market data.
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17. FINANCIAL RISK MANAGEMENT (Continued) 
17.5 Fair values of financial assets and financial liabilities (Continued)  

Set out below is a comparison by class of the carrying amounts and fair value of the Company’s financial instruments that are carried in the financial 
statements as at 31 December 2019. 

 

 Carrying Amount  Fair Value 

December 31, 2019 
Financial assets at 

amortised cost 
Mandatory 
at FVTPL 

FVOCI –equity 
investments 

Other financial 
liabilities 

 
Total  Level 1 Level 2 Level 3 

 
 

Total 
Financial assets            

Finance lease receivable 91,840,619 - - - 91,840,619  - - - - 
Other current assets 3,017,648 - - - 3,017,648  - - - - 
Cash and bank balances 94,273,112 - - - 94,273,112  - - - - 
Investment - - 892,850 - 892,850  - - 892,850 892,850 

Total financial assets 189,131,379 - 892,850 - 190,024,229  - - 892,850 892,850 
Financial liabilities           
Trade payables - - - 577,563 577,563  - - - - 
Accrued expenses and other liabilities - - - 373,888 373,888  - - - - 
Due to related parties - - - 174,498 174,498  - - - - 
Total financial liabilities - - - 1,125,949 1,125,949  - - - - 

 Carrying Amount  Fair value 

December 31, 2018 
Financial assets at 

amortised cost 
Mandatory 
at FVTPL 

FVOCI –equity 
investments 

Other financial 
liabilities 

 
Total 

 
Level 1 Level 2 

Level  
3 Total 

Financial assets           

Finance lease receivable 53,719,780 - - - 53,719,780  - - - - 

Other current assets 396,228 - - - 396,228  - - - - 

Cash and bank balances 131,227,429 - - - 131,227,429  - - - - 

Investment - - 892,850 - 892,850  - - 892,850 892,850 

Total financial assets 185,343,437 - 892,850 - 186,236,287  - - 892,850 892,850 

Financial liabilities           
Trade payables - - - 143,477 143,477  - - - - 
Accrued expenses and other liabilities - - - 733,596 733,596  - - - - 

Due to a related party - - - 110,776 110,776  - - - - 

Total financial liabilities - - - 987,849 987,849  - - - - 
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18. RESTATEMENTS 
 
Impact of change in accounting treatment for Zakat 
The change in the accounting treatment for Zakat as explained in note 2.6 (A) has the following impact on the line item 
of the statement of profit or loss and other comprehensive income, there is no impact on statement of financial position, 
statement of changes in equity and statement of cash flows.  
 
The below table summaries the impact on the Company’s profit or loss and other comprehensive income. 

 

 
  Impact of restatements 
 
 
 

 
 

As previously 
reported 

  
Effect of 

restatement 

  
 

As restated 
31 December 2018       
Zakat expense, net  -  (3,325,529)  (3,325,529) 

 
For the current year ended 31 December 2019, the company changed its approach for presenting profit or loss and other 
comprehensive income from two statement to single statement approach.  Consequently, the statement of profit and loss 
and other comprehensive income is presented as a single statement. The title of primary statement is changed from 
income statement to statement of profit or loss and other comprehensive income. Due to this change, there is no impact 
on statement of financial position, statement of changes in equity and statement of cash flows.  
 

19. SUBSEQUENT EVENTS 
No adjusting event occurred at the date of authorization of financial statements by Board of Directors which 
may have impact on these financial statement. 

 
20. DATE OF APPROVAL 

These financial statements were approved by the Board of Directors on 7 Rajab, 1441H corresponding to 2 March 
2020G. 
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