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1. General information 

 
Dar Al-Etiman Saudi Company (Formerly “Dar Al-Etiman Al Saudi For Installment Sales Company Limited”) (the 
"Company") is principally engaged in providing lease financing for motor vehicles within the Kingdom of Saudi 
Arabia. The Company's head office is located at Prince Sultan Street, P.O. Box 55274, Jeddah 21534, Saudi 
Arabia. During the year, the Company’s name has been changed from “Dar Al-Etiman Al Saudi For Installment 
Sales Company Limited” to Dar Al-Etiman Saudi Company. 
 
The Company is incorporated as a Saudi Closed Joint Stock Company (“SCJSC”) pursuant to Ministerial 
Resolution No. 486/Q dated Jumad-ul-Thani 11, 1436 (corresponding to March 30, 2015). Prior to its conversion to 
a Saudi closed joint stock company, the Company was operating as a Limited Liability Company (“LLC”) registered 
in the Kingdom of Saudi Arabia under Commercial Registration number 4030165101 issued in Jeddah on Dhul-
Qada 5, 1427H (corresponding to December 5, 2006). 
 
In accordance with requirements of Article 6 of the Implementing Regulation of the Law of Supervision of Finance 
Companies, the Company submitted its application to Saudi Arabian Monetary Agency (SAMA) to obtain a license 
to practice the finance lease activities in the Kingdom of Saudi Arabia. The Company has obtained a license No. 
33/AM/201505 from SAMA to conduct such lease activities on Rajab 16, 1436 (corresponding to May 5, 2015).  
 
The accompanying financial statements include the accounts of the Company's head office and all its branches. 
 

2. Statement of compliance and basis of preparation 

 
Compliance with IFRS 
The financial statements of the Company have been prepared in accordance with International Financial Reporting 
Standards (IFRS) and interpretations issued by the IFRS Interpretations Committee (IFRIC) applicable to 
companies reporting under IFRS as required by the Implementing Regulations of the Finance Companies Control 
Law. The financial statements comply with IFRS as issued by the International Accounting Standards Board 
(IASB). 
 
Historical cost convention 
These financial statements are prepared under the historical cost convention using the accrual basis of accounting 
and going concern assumptions.  
 
Basis of preparation 
For all the periods up to and including March 31, 2015, the Company prepared its financial statements in 
accordance with generally accepted accounting standards in the Kingdom of Saudi Arabia. Generally accepted 
accounting standards in Saudi Arabia comprise accounting standards issued by the Saudi Organization for 
Certified Public Accountants (hereinafter referred to as “Local GAAP”). Subsequent to the Company obtaining a 
license from SAMA to practice the finance lease activities in the Kingdom of Saudi Arabia, the Company has 
adopted IFRS in accordance with requirements of the Implementing Regulation of the Law of Supervision of 
Finance Companies. Accordingly, the accompanying financial statements for the year ended December 31, 2015 
have been prepared in accordance with International Financial Reporting Standards (IFRS). Also see Note 3.10. 
 
In accordance with the Company’s by-laws which were amended as a consequence of conversion to a Saudi 
closed joint stock company, the first fiscal period of the Company after the conversion is from the date of the 
Ministerial Resolution for conversion to a Saudi closed joint stock company (March 30, 2015) to December 31, 
2015. However, the accompanying 2015 financial statements have been prepared for the period from the end of 
the Company’s last fiscal year-end (December 31, 2014) to December 31, 2015. Also the accompanying 
comparative 2014 financial statements are prepared for the period from the end of the Company's last fiscal year-
end (December 31, 2013) to December 31, 2014. Accordingly, the accompanying financial statements do not 
represent the statutory financial statements required by the Company’s by-laws which should be prepared by the 
Company from the date of the Ministerial Resolution for conversion to a Saudi closed joint stock company (March 
30, 2015) to December 31, 2015. These financial statements have been prepared solely for the use of 
management. 
 
These financial statements are expressed in Saudi Riyals (SR), which is the Company’s functional and reporting 
currency. 
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Management has made an assessment of the Company’s ability to continue as a going concern and is satisfied 
that the Company has the resources to continue its business for the foreseeable future. During the year, current 
liabilities of the Company have exceeded its current assets by Saudi Riyals 7.5 million. The Company’s 
management has prepared its business plan and cash flow forecasts for the twelve months from the reporting date 
on a conservative basis. The forecast has been prepared taking into consideration the nature and condition of 
business, the degree to which it is affected by eternal factors and other financial data available at the time of 
preparation of such forecasts. Further, management is not aware of any other material uncertainties that may cast 
significant doubt upon the Company’s ability to continue as a going concern. 
 
On the basis of such forecasts and based on continuity of operations the management is of the opinion that the 
Company will be able to continue as going concern for the next twelve months from the reporting date and that the 
going concern assumption used in the preparation of these financial statements is appropriate. The 
appropriateness of the going concern assumption is reassessed at each reporting date. 
 
2.1      Adoption of new and revised standards 
 
New IFRS, International Financial Reporting and Interpretations Committee’s interpretations (IFRIC) and 
amendments thereof, adopted by the Company 

 
The Company has adopted the following amendments and revisions to existing standards, if any, which were issued 
by the International Accounting Standards Board (IASB) effective for the financial reporting period commencing on or 
after January 1, 2015: 
 
Standard Description 
Annual Improvements 

to IFRSs 2010-2012 
and 2011-2013 cycles 

In December 2013, the IASB has made the following amendments: 

 IFRS 1 – confirms that first-time adopters of AASs can adopt standards that are 
not yet mandatory, but do not have to do so 

 IFRS 2 – clarifies the definition of ‘vesting condition’ and now distinguishes 
between ‘performance condition’ and ‘service condition’ 

 IFRS 3 – clarifies that an obligation to pay contingent consideration is classified 
as financial liability or equity under the principles in IAS 32 and that all non-equity 
contingent consideration (financial and non-financial) is measured at fair value at 
each reporting date. 

 IFRS 3 – clarifies that IFRS 3 does not apply to the accounting for the formation of 
any joint arrangement 

 IFRS 8 – requires disclosure of the judgements made by management in 
aggregating operating segments and clarifies that a reconciliation of segment 
assets must only be disclosed if segment assets are reported. 

 IFRS 13 confirms that short-term receivables and payables can continue to be 
measured at invoice amounts if the impact of discounting is immaterial. 

 IFRS 13 – clarifies that the portfolio exception in IFRS 13 (measuring the fair 
value of a group of financial assets and financial liabilities on a net basis) applies 
to all contracts within the scope of IAS 39 or IFRS 9 

 IAS 16 and IAS 38 – clarifies how the gross carrying amount and accumulated 
depreciation are treated where an entity measures its assets at revalued amounts 

 IAS 24 – where an entity receives management personnel services from a third 
party (a management entity), the fees paid for those services must be disclosed 
by the reporting entity, but not the compensation paid by the management entity 
to its employees or directors. 

 IAS 40 – clarifies that IAS 40 and IFRS 3 are not mutually exclusive when 
distinguishing between investment property and owner-occupied property and 
determining whether the acquisition of an investment property is a business 
combination. 
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2.1      Adoption of new and revised standards (continued) 

 
Defined Benefit Plans: 

Employee 

Contributions 

(Amendments to IAS 

19) 

The amendments clarify the accounting for defined benefit plans that require employees 

or third parties to contribute towards the cost of the benefits. 

 
The adoption of the relevant new and amended standards and interpretations applicable to the Company did not have 
any significant impact on these financial statements. 
 
New standards, amendments to the published approved accounting standards and new interpretations that 
are not yet effective and have not been early adopted by the Company 

 
Standards issued but not yet effective up to the date of issuance of the Company’s financial statements are listed 
below. The listing is of standards and interpretations issued, which the Company reasonably expects to be applicable 
at a future date. The Company intends to adopt these standards when they become effective. 
 

 
Standard/ 
Interpretation 

 
 
Description 

Effective from 
periods beginning 

on or after the 
following date 

   
IFRS 9 Financial 

Instruments and 
associated 
amendments to various 
other  standards 

 

IFRS 9 replaces the multiple classification and measurement 
models in IAS 39 Financial instruments: Recognition and 
measurement with a single model that has initially only two 
classification categories: amortized cost and fair value. 

January 1, 2018 

IFRS 15 Revenue from 
contracts with 
customers 

and associated 
amendments to various 
other standards 

 

The IASB has issued a new standard for the recognition of 
revenue. This will replace IAS 18 which covers contracts for 
goods and services and IAS 11 which covers construction 
contracts. 

January 1, 2017 

IFRS 14 Regulatory 
Deferral Accounts 

IFRS 14 is an interim standard which provides relief for first-
adopters of IFRS in relation to the accounting for certain 
balances that arise from rate-regulated activities (‘regulatory 
deferral accounts’). 
 

 
January 1, 2016 

Accounting for 
Acquisitions of 
Interests in Joint 
Operations – 
Amendments to IFRS 
11 

The amendments to IFRS 11 clarify the accounting for the 
acquisition of an interest in a joint operation where the activities 
of the operation constitute a business. 

 
January 1, 2016 

Clarification of 
Acceptable Methods of 
Depreciation and 
Amortization – 
Amendments to IAS 16 
and IAS 38 

 

The amendments clarify that a revenue-based method of 
depreciation or amortization is generally not appropriate. 

 
January 1, 2016 

Equity method in 
separate financial 
statements – 
Amendments to IAS 27 

The IASB has made amendments to IAS 27 Separate Financial 
Statements which will allow entities to use the equity method in 
their separate financial statements to measure investments in 
subsidiaries, joint ventures and associates. 

January 1, 2016 
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2.1      Adoption of new and revised standards (continued) 

 
Agriculture: Bearer Plants 

– Amendments to IAS 
16 and IAS 41 

IAS 41 Agriculture now distinguishes between bearer plants and 
other biological asset. Bearer plants must be accounted for as 
property plant and equipment and measured either at cost or 
revalued amounts, less accumulated depreciation and impairment 
losses. 
 

January 1, 2016 

Sale or contribution of 
assets between an 
investor and its 
associate or joint 
venture – Amendments 
to IFRS 10 and IAS 28 

 

The IASB has made limited scope amendments to IFRS 10 
Consolidated financial statements and IAS 28 Investments in 
associates and joint ventures. 

 
January 1, 2016 

Annual Improvements to 
IFRSs 2012-2014 cycle 

The latest annual improvements clarify: 

 IFRS 5 – when an asset (or disposal group) is reclassified 
from ‘held for sale’ to ‘held for distribution’ or vice versa, 
this does not constitute a change to a plan of sale or 
distribution and does not have to be accounted for as such 

 IFRS 7 – specific guidance for transferred financial assets 
to help management determine whether the terms of a 
servicing arrangement constitute ‘continuing involvement’ 
and, therefore, whether the asset qualifies for derecognition 

 IFRS 7 – that the additional disclosures relating to the 
offsetting of financial assets and financial liabilities only 
need to be included in interim reports if required by IAS 34 

 IAS 19 – that when determining the discount rate for post-
employment benefit obligations, it is the currency that the 
liabilities are denominated in that is important and not the 
country where they arise 

 IAS 34 – what is meant by the reference in the standard to 
‘information disclosed elsewhere in the interim financial 
report’ and adds a requirement to cross-reference from the 
interim financial statements to the location of that 
information. 

 

January 1, 2016 

Disclosure Initiative - 
Amendments to IAS 1 

The amendments to IAS 1 Presentation of Financial Statements 
are made in the context of the IASB’s Disclosure Initiative, which 
explores how financial statement disclosures can be improved. 
 

January 1, 2016 

Investment entities: 
Applying the 
consolidation exception 
– Amendments to IFRS 
10, IFRS 12 and IAS 
28 

Amendments made to IFRS 10 Consolidated Financial 
Statements and IAS 28 Investments in associates and joint 
ventures. 

January 1, 2016 

IFRS 16 - Leases The new standard sets out the principles for the recognition, 
measurement, presentation and disclosure of leases. The 
objective is to ensure that lessees and lessors provide relevant 
information in a manner that faithfully represents those 
transactions. 

January 1, 2019 
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3. Summary of significant accounting policies 

 
The principal accounting policies applied in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all the periods presented.  
 
3.1 Cash and cash equivalents  

 
Cash and cash equivalents include cash in hand and with banks and other short-term highly liquid investments, if 
any, with original maturities of three months or less from the purchase date, which are available to the Company 
without any restrictions. 
 
3.2 Investment in finance lease 
 

Leases in which the Company transfers substantially all the risks and rewards incidental to the ownership of an 
asset to the lessees are classified as finance leases. A receivable is recognized at an amount equal to the present 
value of the minimum lease payments, including any guaranteed residual value which are included in the financial 
statements as “investment in finance leases”. 
 
Gross investment in finance lease represents the gross lease payments receivable to the Company, and the net 
investment in finance lease represents the present value of these lease payments including any guaranteed 
residual value, discounted at interest rate implicit in the lease. The difference between the gross investment in 
finance lease and unearned finance income represents net investment in finance lease which is stated net of 
allowance for impairment. 
 

The Company derecognizes receivable from lease contracts when the contractual rights to receive the cash flow 
from the lease receivables expire, or it sells or transfers the lease receivable and substantially all risks and rewards 
of ownership of lease receivables are transferred to a financial institution. Accordingly, the Company also 
immediately recognizes the future lease income and related future finance and insurance costs related to lease 
receivables sold upon derecognition. However, the Company provides servicing for such finance lease receivables 
and is involved in collecting cash from customers on behalf of the financial institutions. The timing difference 
between the collection from customers and payment to the financial institutions is reflected under a collection 
account. 
 
3.3 Property and equipment  
 

Property and equipment are stated at cost less accumulated depreciation. Cost includes expenditure that is directly 
attributable to the acquisition of the asset. 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. All other repairs and 
maintenance expenditure are charged to the profit and loss account during the period in which they are incurred. 
 

Depreciation is charged to the income statement, using the straight-line method, to allocate the costs of the related 
assets to their residual values over the following estimated useful lives: 
 

 Number of years 

  

 Leasehold improvements, and Furniture and fixtures 10 

 Furniture and fixtures  10 

 Motor vehicles 4 

 Office equipment 3 - 10 
 

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are included in 
income statement. 
 

3.4 Accounts payable 

 
These amounts represent liabilities for goods and services provided to the Company prior to the end of financial 
year which are unpaid. The amounts are unsecured. Trade and other payables are presented as current liabilities 
unless payment is not due within 12 months after the reporting period. They are recognized initially at their fair 
value and subsequently measured at amortized cost using the effective interest method. 
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3.5 Provisions  

 
Impairment for lease losses 

 
The Company reviews its lease receivables on a monthly basis to assess whether specific provisions for 
impairment should be recorded in the income statement. In particular, considerable judgment by management is 
required in the estimation of the amount and timing of future cash flows when determining the level of provisions 
required. Such estimates are necessarily based on assumptions about several factors involving varying degrees of 
judgment and uncertainty, and actual results may differ resulting in future changes to such provisions. 
 
The Company also makes a collective impairment provision against lease receivables which although not 
specifically identified as requiring a specific provision have a greater risk of default than when originally granted. 
This collective provision is based on any deterioration in the internal grade of the exposure since it was granted. 
The amount of the provision is based on the historical loss pattern for lease receivables within each grade and is 
adjusted to reflect current economic changes. Lease receivables are charged off, when in the opinion of 
management, the likelihood of any future collection is believed to be minimal. 
 
Other provisions 

 
Provisions are recognized when; the Company has a present legal or constructive obligation as a result of a past 
event and it is probable that an outflow of resources will be required to settle the obligation and the amount can be 
reliably estimated. Provisions are reviewed at each statement of financial position date and are adjusted to reflect 
the current best estimates. 
 
The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a 
provision is measured using the cash flows estimated to settle the present obligation to its carrying amount is the 
present value of those cash flows. 
 
When some or all of the economic benefits required to settle a provision are expected to be recovered from a third 
party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the 
amount of the receivable can be measured reliably. 
 
3.6 Foreign currency translation  

 
Functional and presentation currency 
Items included in the financial statements are measured using the currency of the primary economic environment in 
which the entity operates (‘the functional currency’). The financial statements are presented in the financial 
statements are presented in Saudi Riyals since it is the reporting and functional currency of the Company. 
 
Transactions and balances 
Transactions in foreign currencies are translated into Saudi Riyals at the exchange rates prevailing at transaction 
date. At the end of each reporting period, monetary assets and liabilities, denominated in foreign currencies, are 
retranslated into Saudi Riyals at the exchange rates prevailing at that date. Foreign exchange gains or losses on 
settlement and translation of monetary assets and liabilities denominated in foreign currencies are recognized in 
the statement of profit or loss and other comprehensive income in the period in which they arise. 
 
Non-monetary items carried at fair value which arc denominated in foreign currencies are retranslated using the 
exchange rates prevailing at the date when the fair value was determined. Non-monetary items that are measured 
in terms of historical cost in a foreign currency are not retranslated. 
 
3.7 Zakat and taxes  

 
The Company is subject to zakat in accordance with the regulations of the Department of Zakat and Income Tax 
(“DZIT”). Provision for zakat for the Company is charged to the income statement. Additional amounts payable, if 
any, at the finalization of final assessments are accounted for when such amounts are determined. 
 
The Company withholds taxes on certain transactions with non-resident parties in the Kingdom of Saudi Arabia as 
required under Saudi Arabian Income Tax Law. 
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3.8 Post-employment benefits 
 

Employees' termination benefits required by Saudi Arabian Labor and Workman Law are accrued by the Company 
and charged to income statement. The liability is calculated as the current value of the vested benefits to which the 
employee is entitled, should the employee leave at the balance sheet date. Termination payments are based on 
the employees’ final salaries and allowances and their cumulative years of service, as defined by the conditions 
stated in the laws of the Kingdom of Saudi Arabia. 
 

3.9 Leases 
 
Leases in which a significant portion of the risks and rewards of ownership are not transferred  to the 
Company as lessee are classified as operating leases. Payments made under operating leases (net of any 
incentives received from the lessor) are charged to profit or loss on a straight -line basis over the period of the 
lease.  
 

3.10  Impairment of assets 
 
Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested 
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be 
impaired. Other assets are tested for impairment whenever events or changes in circumstances indicate that the 
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s 
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less 
costs of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the lowest 
levels for which there are separately identifiable cash inflows which are largely independent of the cash inflows 
from other assets or groups of assets (cash-generating units). Non-financial assets other than goodwill that 
suffered an impairment are reviewed for possible reversal of the impairment at the end of each reporting period. 
 
 
3.11 Revenue recognition - Finance lease and other operating income  
 
i) Income from finance lease 
 

Finance income from leases is recognized based on a pattern reflecting a constant periodic rate of return on the 
company’s net investment in the finance leases. 
 

The difference between the aggregate lease contract receivable and the cost of the leased assets plus initial direct 
costs is recorded as unearned lease finance income. The initial direct costs, which include amounts such as 
commissions and legal fees that are incremental and directly attributable to negotiating and arranging a lease, are 
included in the initial measurement of the finance lease receivable and reduce the amount of income recognized 
over the lease term. The interest rate implicit in the lease is defined in such a way that the initial direct costs are 
included automatically in the finance lease receivable. Lease payments relating to the year are applied against 
lease receivables to reduce both the principal and the unearned finance income. 
 

i i) Fee and other processing income  
 

Insurance income is recognized on a straight-line basis over the period of lease term. Processing fee and other 
income is recognized as income on receipt basis. 
 

3.12 Offsetting of financial assets and financial liabilities 
 
Financial assets and financial liabilities are set off and the net amount is reported in the financial statements only 
when the Company has a legally enforceable right to set off and the Company intends to either settle on a net 
basis, or to realise the assets and to settle the liabilities simultaneously. Income and expense items of such assets 
and liabilities are also offset and the net amount is reported in the financial statements only when permitted by the 
approved accounting standards. 
 
3.13 Investments and other financial assets  
 
(i) Classification 
 
The Company classifies its financial assets in the following categories: 

  financial assets at fair value through profit or loss, 

  loans and receivables, 

  held-to-maturity investments, and 

  available-for-sale financial assets. 
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3.13 Investments and other financial assets (continued) 
 

The classification depends on the purpose for which the investments were acquired. Management determines the 
classification of its investments at initial recognition and, in the case of assets classified as held-to-maturity, re-
evaluates this designation at the end of each reporting period. 
 

(ii) Reclassification 
 
The Company may choose to reclassify a non-derivative trading financial asset out of the held for trading category 
if the financial asset is no longer held for the purpose of selling it in the near term. Financial assets other than loans 
and receivables are permitted to be reclassified out of the held for trading category only in rare circumstances 
arising from a single event that is unusual and highly unlikely to recur in the near term. In addition, the Company 
may choose to reclassify financial assets that would meet the definition of loans and receivables out of the held for 
trading or available-for-sale categories if the Company has the intention and ability to hold these financial assets for 
the foreseeable future or until maturity at the date of reclassification 
 
Reclassifications are made at fair value as of the reclassification date. Fair value becomes the new cost or 
amortised cost as applicable, and no reversals of fair value gains or losses recorded before reclassification date 
are subsequently made. Effective interest rates for financial assets reclassified to loans and receivables and held-
to-maturity categories are determined at the reclassification date. Further increases in estimates of cash flows 
adjust effective interest rates prospectively. 
 
(iii) Recognition and derecognition 
 
Regular way purchases and sales of financial assets are recognised on trade-date, the date on which the Company 
commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows 
from the financial assets have expired or have been transferred and the Company has transferred substantially all 
the risks and rewards of ownership. 
 
When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised in 
other comprehensive income are reclassified to profit or loss as gains and losses from investment securities. 
 

(iv) Measurement 
 
At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset 
not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the 
financial asset. Transaction costs of financial assets carried at fair value through profit or loss are expensed in 
statement of comprehensive income. 
 

Loans and receivables and held-to-maturity investments are subsequently carried at amortised cost using the 
effective interest method. 
 

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried 
at fair value. Gains or losses arising from changes in the fair value are recognised as follows: 
 

 for ‘financial assets at fair value through profit or loss’ – in profit or loss within other income or other 
expenses 

 for available-for-sale financial assets that are monetary securities denominated in a foreign currency – 
translation differences related to changes in the amortised cost of the security are recognised in profit or 
loss and other changes in the carrying amount are recognised in other comprehensive income 

 for other monetary and non-monetary securities classified as available-for-sale – in other comprehensive 
income. 
 

Dividends on financial assets at fair value through profit or loss and available-for-sale equity instruments are 
recognised in profit or loss as part of revenue from continuing operations when the Company’s right to receive 
payments is established. 
 

Interest income from financial assets at fair value through profit or loss is included in the net gains/(losses). Interest 
on available-for-sale securities, held-to-maturity investments and loans and receivables calculated using the 
effective interest method is recognised in the statement of profit or loss as part of revenue from continuing 
operations.  
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3.13 Investments and other financial assets (continued) 
 
(v) Impairment 
 
The Company assesses at the end of each reporting period whether there is objective evidence that a financial 
asset including investment in finance lease or group of financial assets is impaired. A financial asset including 
investment in finance lease or a group of financial assets is impaired and impairment losses are incurred only if 
there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition 
of the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the 
financial asset or Company of financial assets that can be reliably estimated. In the case of equity investments 
classified as available-for-sale, a significant or prolonged decline in the fair value of the security below its cost is 
considered an indicator that the assets are impaired. 
 
Assets carried at amortised cost 
For loans and receivables, the amount of the loss is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit losses that have not been 
incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is 
reduced and the amount of the loss is recognised in profit or loss. If a loan or held-to-maturity investment has a 
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate 
determined under the contract. As a practical expedient, the Company may measure impairment on the basis of an 
instrument’s fair value using an observable market price. 
 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor’s 
credit rating), the reversal of the previously recognised impairment loss is recognised in profit or loss. 
 
Assets classified as available-for-sale 
If there is objective evidence of impairment for available-for-sale financial assets, the cumulative loss – measured 
as the difference between the acquisition cost and the current fair value, less any impairment loss on that financial 
asset previously recognised in profit or loss – is removed from equity and recognised in profit or loss. 
 
Impairment losses on equity instruments that were recognised in profit or loss are not reversed through profit or 
loss in a subsequent period. 
 
If the fair value of a debt instrument classified as available-for-sale increases in a subsequent period and the 
increase can be objectively related to an event occurring after the impairment loss was recognised in profit or loss, 
the impairment loss is reversed through profit or loss. 
 
3.14 Financial liabilities 

 
Financial liabilities are classified according to the substance of the contractual arrangements entered into. 
Significant financial liabilities include bank loans, accounts payable and due to a related party and are stated at 
their nominal value. Hank loans are subsequently measured at amortized cost applying the effective interest 
method. 
 
Derecognition of financial liabilities  
 
The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, 
cancelled or they expire. The difference between the carrying amount of the financial liability derecognized and the 
consideration paid and payable is recognized in profit or loss. 
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. 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) through the expected life of the debt instrument, or, where 
appropriate, a shorter period, to the net carrying amount on initial recognition. Income or expense is recognized on 
an effective interest basis for debt instruments, other than those financial instruments classified as fair value 
through profit or loss. 
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3.15 First time adoption of IFRS 
 

These financial statements, are the Company’s first financial statements prepared in accordance with IFRS. For 
periods up to and including the period ended March 31, 2015, the Company prepared its financial statements in 
accordance with Local GAAP. 
 

Accordingly, the Company has prepared the accompanying financial statements which comply with IFRS 
applicable for periods ending on or after December 31, 2015, together with the comparative period data as at and 
for the year ended December 31, 2015, as described in the summary of significant accounting policies. In preparing 
these financial statements, the Company’s opening statement of financial position was prepared as at January 1, 
2014, the Company’s date of transition to IFRS. This note explains the principal adjustments made by the 
Company in restating its Local GAAP financial statements, including the statement of financial position as at 
January 1, 2014 and the financial statements as at and for the year ended December 31, 2015. 
 
3.15.1 Reconciliation of financial position, equity, comprehensive income and cash flows as previously 

reported under local GAAP 
 

There are no adjustments to the elements of the financial position, equity, comprehensive income and cash flows 
prepared under the Local GAAP. Therefore, a reconciliation is not being presented. 
 
3.16 Reclassifications  
 
Following reclassifications have been made in the comparative financial statements to conform to 2015 
presentation: 
 

(a) Statement of financial position 

For better presentation balance amounting to Saudi Riyals 40.5 and 42.5 million have been reclassified 
from “investment in finance lease” to “prepayments and other receivable” as “collection account”, as at 
December 31, 2014 and January 1, 2014 respectively. Further, an amount of Saudi Riyals 1.3 million has 
been reclassified from “other prepayments” to “collection account” within “prepayments and other 
receivable”. 
 

(b) Statement of comprehensive income 
For better presentation, “lease income –net” amounting to Saudi Riyals 31.51 million has been presented 
as ‘lease income’, ‘fee and other processing income’ and “other operating costs” amounting to Saudi Riyals 
32.02 million, Saudi Riyals 7.96 million, and Saudi Riyals 8.4 respectively on the face of statement of 
comprehensive income. 
 

(c) Statement of cash flows 
For better presentation, balance amounting to Saudi Riyals 40.5 has been reclassified from “investment in 
finance lease” to “prepayments and other receivables”. 
 

4. Critical accounting judgements and key sources of estimation uncertainty 
 
In the application of the Company's accounting policies, management is required to make judgments. Estimates 
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other 
sources. The estimates and associated assumptions are based on historical experience and other factors that are 
considered to be relevant. Actual results may differ from these estimates. The estimates and underlying 
assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognized in the period in 
which the estimate is revised if the revision affects only that period or in the period of the revision and future 
periods if the revision affects both current and future periods. 
 
Critical judgements in applying accounting policies 
 

The following are the critical judgments, apart from those involving estimations, that the management has made in 
the process of applying the Company's accounting policies and that have the most significant effect on the amounts 
recognized in the financial statements. 
 
Impairment of investment in finance lease 
 

The Company reviews its investment in finance lease at each reporting date to assess whether an allowance for 
impairment should be recorded in profit or loss. In particular, judgment by management is required in the estimation 
of the amount and timing of future cash flows when determining the level of allowance required. Such estimates are 
based on assumptions about a number of factors and actual results may differ, resulting in future changes to the 
allowance. 
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5. Property and equipment 
 

 
January 1,  

2015 
 

Additions  
December 31, 

2015 

Cost    

Leasehold improvements 3,803,063 - 3,803,063 

Furniture and fixtures 3,542,292 68,559 3,610,851 

Motor vehicles 553,747 - 553,747 

Office equipment 961,666 20,788 982,454 

 8,860,768 89,347 8,950,115 

Accumulated depreciation    

Leasehold improvements (1,937,325)  (372,099) (2,309,424) 

Furniture and fixtures (3,230,241)  (179,440)  (3,409,681) 

Motor vehicles (367,728)  (98,153)  (465,881) 

Office equipment (931,975)  (21,201)  (953,176) 

 (6,467,269) (670,893)  (7,138,162) 

 2,393,499   1,811,953  

 

 
January 1,  

2014 
 

Additions  
December 31, 

2014 

Cost    

Leasehold improvements 3,724,063 79,000 3,803,063 

Furniture and fixtures 3,497,293 44,999 3,542,292 

Motor vehicles 553,747 - 553,747 

Office equipment 948,948 12,718 961,666 

 8,724,051 136,717 8,860,768 

Accumulated depreciation    

Leasehold improvements (1,557,555) (379,770) (1,937,325) 

Furniture and fixtures (2,810,786) (419,455) (3,230,241) 

Motor vehicles (249,433) (118,295) (367,728) 

Office equipment (911,625) (20,350) (931,975) 

 (5,529,399) (937,870) (6,467,269) 

 3,194,652  2,393,499 
 
 
 

 
January 1,  

2013 
 

Additions  
 

Disposals 
January 1, 2014 

Cost     

Leasehold improvements 3,724,063 - - 3,724,063 

Furniture and fixtures 3,136,585 360,708 - 3,497,293 

Motor vehicles 599,140 171,007 (216,400) 553,747 

Office equipment 907,906 41,042 - 948,948 

 8,367,694 572,757 (216,400) 8,724,051 

Accumulated depreciation     

Leasehold improvements (1,167,713) (389,842) - (1,557,555) 

Furniture and fixtures (2,211,805) (598,981) - (2,810,786) 

Motor vehicles (309,059) (134,874) 194,500 (249,433) 

Office equipment (861,378) (50,247) - (911,625) 

 (4,549,955) (1,173,944) 194,500 (5,529,399) 

 3,817,739   3,194,652 
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6. Net investment in finance lease 

 

 
 

Note  

December 31, 

2015 

December 31, 

2014 

January 1, 

2014 

     

Gross investment in finance lease   312,995,404 145,805,372 104,318,777 

Less: Unearned finance income and other related 
credits   

 
(69,117,148) (32,881,244) (5,028,841) 

Net investment in finance lease  243,878,256 112,924,128 99,289,936 

Less: Impairment against investment in finance 
lease  

6.2 (28,147,448) (22,785,968) 
(19,974,132) 

  215,730,808 90,138,160 79,315,804 

6.1 Details of investment in finance lease 

 

 December 31, 2015 

 

Gross 
investments 

in finance 
lease 

Unearned 
finance 

income and 
other related 

credits 

Impairment 
against net 

investment in 
finance lease 

Net 
investments in 

finance lease 

     

Less than a year 137,225,626 (25,478,031) (28,147,448) 83,600,147 

One to five years   175,769,778 (43,639,117) - 132,130,661 

 312,995,404 (69,117,148) (28,147,448) 215,730,808 

 
 

 December 31, 2014 

 

Gross 
investments 

in finance 
lease 

Unearned 
finance 

income and 
other related 

credits 

Impairment 
against net 

investment in 
finance lease 

Net 
investments in 

finance lease 

     

Less than a year 72,468,408 (14,571,415) (22,785,968) 35,111,025 

One to five years   73,336,964 (18,309,829) - 55,027,135 

 145,805,372 (32,881,244) (22,785,968) 90,138,160 

 
 

 January 1, 2014 

 

Gross 
investments 

in finance 
lease 

Unearned 
finance 

income and 
other related 

credits 

Impairment 
against net 

investment in 
finance lease 

Net 
investments in 

finance lease 

     

Less than a year 83,417,194 (2,211,907) (19,974,132) 61,231,155 

One to five years   20,901,583 (2,816,934) - 18,084,649 

 104,318,777 (5,028,841) (19,974,132) 79,315,804 

 
The Company’s implicit rate of return on leases ranges between 9% and 11% per annum. These are partially 
secured against leased assets and security deposits. 
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Amounts due after one year represents minimum rental payments under finance lease contracts, which are due for 
payment by customers after one year from the statement of financial position date.  Such amounts have been 
classified as Receivable from capital lease contracts - non-current in the accompanying the statement of financial 
position.   
 
Following are the scheduled maturities of the net investment in finance lease: 
 
Years ending December 31:  

  

2016  40,359,548  

2017  31,642,669  

2018  31,252,080  

2019  27,607,130  

2020  1,269,234  

 132,130,661 
 
6.2 The movement in provision against net investment in finance lease is as follows: 
 

  
December 31, 

2015 
December 31, 

2014 

January 1,  

2014 

     

Opening balance   22,785,968 19,974,132 16,534,593 

Charge for the year  5,510,463 3,000,000 3,600,000 

Write-offs  (148,983) (188,164) (160,461) 

Closing balance   28,147,448 22,785,968 19,974,132 

 

The ageing of investment in finance lease which are past due but not considered impaired by the management is as 

follows: 

 

  2015 2014 

    

Less than 90 days  3,685,036 820,008 

91-180 days  2,289,375 181,741 

181-365 days  2,452,376 292,777 

More than 365 days  36,723,102 29,607,187 
    
Total  45,149,889 30,901,713 
 

The not yet due portion of the above balances included in investment in finance lease is Saudi Riyals 75.03 million 
(2014: Saudi Riyals 27.69 million). 
 

7. Prepayments and other receivables 
 

 
Note 

December 31, 
2015 

December 31, 
2014 

January 1, 2014 

     
     

Collection account  7.1 28,179,790 41,804,670 42,495,420 

Prepaid insurance  11,352,415 12,273,620 11,166,381 

Receivable from employees  1,955,923 1,957,189 1,920,919 

Prepaid rent  236,734 372,500 42,500 

Prepaid general expenses  - 186,606 747,422 

Other prepayments  977,074 843,510 1,116,996 

  42,701,936 57,438,095 57,489,638 
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7.1 In prior years, the Company has sold its receivable from finance lease contracts to various financial institutions 

and derecognized such receivables. The Company has been assigned by the financial institutions as a 
collection agent for such sold receivables. The collection account balance represents the short term temporary 
difference between the amounts receivable from customers and payable to financial institutions. During 2015, 
no receivables from finance lease contracts (2014: Saudi Riyals 277 million) were sold to various financial 
institutions and were derecognised from the Company's books.  

 

8. Cash and cash equivalents 
 

  
December 31, 

2015 

December 31, 

2014 

January 1, 

2014 

     

Cash at banks  18,491,863 20,294,676 2,059,725 

Cash in hand  2,406,796 2,195,762 32,708,180 

  20,898,659 22,490,438 34,767,905 

 

9. Share capital 
 
The share capital of the Company as of December 31, 2015, 2014 and January 1, 2014 was comprised of 100,000 
shares stated at Saudi Riyals 1,000 per share owned as follows: 
 

  Nationality Shareholding  

  
December 

31, 2015 
December 

31, 2014 

January 1, 

2014 

     

Modern Ajwad for Commercial Investment Co. Ltd.  Saudi  60.0% 60.0% 60.0% 

Tawad Commercial Investment Co. Ltd. Saudi 37.5% 40.0% 40.0% 

Saudi Diesel Equipment Co. Ltd. Saudi 1.0% 0% 0% 

Trans Arabian Technical Services Co. Ltd. Saudi 1.0% 0% 0% 

Arabian Properties Co. Ltd. Saudi 0.5% 0% 0% 

  100% 100% 100% 

 

During the year, there has been a change in the Company’s shareholding and the Company was converted into a 
closed joint stock company and its name has been changed to Dar Al Etiman Al Saudi Company (A Saudi closed 
joint stock Company).  The legal formalities relating to such change has been completed during the year. Also, 
refer to Note 1. 

 

10. Statutory reserve 

 
In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company transfers 10% of 
the net income for the year to a statutory reserve until such reserve equals 50% of its share capital. This reserve 
currently is not available for distribution to the shareholders of the Company.  
 
During the year 2015, no amount has been transferred due to losses incurred during the year (2014: Saudi Riyals 
376,118). 
 

11. Post-employment benefits 
 

  
December 31, 

2015 

December 31, 

2014 

January 1, 

2014 

     

Opening balance    2,290,453  1,787,739 1,452,107 

Charge for the year   663,931  735,328 452,315 

Payment made during the year   (478,015) (232,614) (116,683) 

Closing balance    2,476,369  2,290,453 1,787,739 
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12. Accrued and other liabilities  
 

  
December 31, 

2015 

December 31, 

2014 

January 1, 

2014 

     

Employee related accruals  2,622,608 2,345,621 1,761,505 

Advances from customers  4,242,305    2,109,465 810,627 

Other accruals     27,225 208,551 1,175 

     6,892,138     4,663,637 2,573,307 

 

13. Provision for zakat 

 
13.1 Components of zakat base 

 

The significant components of the zakat base, for the year ended December 31, on the basis used by the Company 
in filing its zakat declaration are comprised of the following: 
 

  
December 31, 

2015 

December 31, 

2014 

January 1, 

2014 

     

Shareholders' equity at beginning of the year  133,268,610 129,507,432 114,435,498 

Provisions at beginning of the year   21,878,856 21,631,562 17,709,556 

Adjusted net income for the year  262,926 11,162,935 19,071,934 

Property and equipment  (1,811,954) (2,393,499) (3,194,652) 

 
Zakat is payable at 2.5 percent of higher of the approximate zakat base and adjusted net income attributable to the 
Saudi shareholders. 
 
13.2 Provision for zakat 

 

 

 

December 31, 

2015 

December 31, 

2014 

January 1, 

2014 
     
     

Opening balance   3,697,753 3,753,658 3,044,724 
Charge for the year  3,830,558 3,997,711 4,000,000 
Payments  (3,993,404) (4,053,616) (3,291,066) 

Closing balance   3,534,907 3,697,753 3,753,658 

 
Status of final assessments  

 
The Company has filed its zakat declarations with Department of Zakat and Income Tax (DZIT) till 2014 and has 
received final zakat assessments till the year 2010. The Zakat declarations for the year 2011 to 2014 are still under 
review of DZIT. 
 

14. Related party transactions 

 
During the years, the Company has transactions with Universal Motors Agencies (“UMA”), an affiliate. 
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Significant transactions with related party in the ordinary course of business included in the financial statements are 
summarized below: 
 

  2015 2014 

 
   

Purchase of motor vehicles   171,534,997 306,912,341 

Expenses paid by UMA on behalf of the Company  5,758,735 12,428,894 

Finance cost charged by UMA  1,000,000 - 

 
Compensation of key management personnel  
 

  2015 2014 

 
   

Salaries and bonuses paid / accrued to key management personnel  1,748,151 431,295 
End of service indemnities accrued  during the year  104,750 30,374 

 
Due to related party  

 
Significant year-end balance arising from transactions with a related party is as follows: 
 

 
Relationship 

December 31, 

2015 

December 31, 

2014 

January 1, 

 2014 

     

Universal Motors Agencies Affiliate 144,347,100 25,578,126 37,057,686 

 

15. General and administrative expenses 

 

 Note 2015 2014 
    
    

Salaries and allowances  20,069,244 19,880,570 

Building rent   1,674,525 1,674,525 

Professional charges  1,248,806 1,871,058 

Repair and maintenance  428,236 766,993 

Depreciation 5 670,893 937,870 

Other   1,485,031 2,231,459 

  25,576,735 27,362,475 

 

16. Financial risk management  
 

The Company’s activities are exposed to a variety of financial risks which mainly include market risk (including 
foreign exchange risk, interest rate risk and price risk) credit risk and liquidity risk. The Company’s overall risk 
management program focuses on the unpredictability of financial markets and seeks to minimize potential adverse 
effects on the financial statements. The Company uses derivatives financial instruments to hedge certain risk 
exposures 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. 
 
16.1 Financial risk factors 
 
The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, interest rate 
risk and price risk), credit risk and liquidity risk. 
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16.2 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 three types of risk: currency risk, interest rate risk and price risk. 
 

16.2.1 Currency risk 
 
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates. As the Company’s transactions are principally in Saudi Riyals, the Company is 
not exposed to currency risk. 
 
16.2.2 Cash flow and fair value interest rate risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company’s exposure to the risk of changes in market interest rates is limited 
as all the Company’s financial assets have fixed interest rates. Applicable interest rates for the same have been 
disclosed in their respective notes. 
 

16.2.3 Price risk 
 

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest rate risk or currency risk) whether those changes 
are caused by factors specific to the individual financial instruments or it’s issuer, or factors affecting all similar 
financial instruments traded in the market. As at December 31, 2015 and 2014, the Company has no investments 
and is not exposed to price risk. 
 

16.3 Credit risk 
 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. The risk is generally limited to principal amounts and accrued profit thereon, if any. 
The Company has established procedures to manage credit exposure including credit approvals, credit limits, 
collateral and guarantee requirements. The Company also manages risk through a credit department which 
evaluates customers’ credit worthiness and obtains adequate securities where applicable. 
 

The Company’s policy is to enter into financial instrument contract by following internal guidelines such as 
approving counterparties and approving credits. 
 

Concentration of credit risk arises when a number of counterparties are engaged in similar business activities, or 
activities in the same geographical region, or have similar economic features that would cause their ability to meet 
contractual obligations to be similarly affected by changes in economic, political or other conditions. Concentration 
of credit risk indicates the relative sensitivity of the Company’s performance to developments affecting a particular 
industry or geographic location.  
 
Out of the total assets of Saudi Riyals 281.1 million (2014: Saudi Riyals 172.5 million) the assets which were 
subject to credit risk amounted to Saudi Riyals 265.5 million (2014: Saudi Riyals 155 million).  
  
The maximum exposure to credit risk at the reporting date is: 
 

 2015 2014 

   

Investment in finance lease – net 215,730,808 90,138,160 

Other receivables 28,826,194 42,452,340 

Cash and cash equivalents 20,898,659 22,490,438 

 265,455,661 155,080,938 
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The Company monitors the credit quality of receivables through diversification of activities to avoid undue 
concentration of risks with individuals or groups. For such purpose, the Company has established exposure limits 
for single lessees and industrial sectors. The Company has an effective rental monitoring system which allows it to 
evaluate customers’ credit worthiness and identify potential problem accounts. An allowance for potentia l lease, 
installment and other loan losses is maintained at a level which, in the judgment of management, is adequate to 
provide for potential losses on lease, installment and other loan portfolio that can be reasonably anticipated. The 
credit quality of receivables can be assessed with reference to their historical performance with no or some defaults 
in recent history. 
 

The credit quality of the Company’s bank balances and investments portfolio are assessed with reference to 
external credit ratings which, in all cases, are above investment grade rating. 
 

16.4 Liquidity risk 
 

Liquidity risk is the risk that the Company will 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. As at December 31, 2015 current liabilities of the Company have exceeded current assets by Saudi Riyals 7.7 
million. Also refer note 4 for details. 
 

Accounts payable accrued and other liabilities aggregating Saudi Riyals 151.3 million have a short term maturity 
and are payable within three months. Post-employment benefits amounting to Saudi Riyals 2.5 million have no 
fixed maturity. 
 

16.5 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. In order to maintain or adjust the capital structure, the Company may 
adjust the amount of dividend paid to its shareholders or increase its share capital. 
 
16.6 Fair value of financial instruments 

 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place either: 
 
• In the principal market for the asset or liability, or 
• In the absence of a principal market, in the most advantageous market for the asset or liability 
 
The principal or the most advantageous market must be accessible to by the Company. 
 

The Company’s financial assets consist of cash and cash equivalents, other receivables, investments in finance 
lease and financial liabilities consisting of due to related parties, accrued expenses and other liabilities. 
 

The fair values of financial assets and liabilities are not materially different from their carrying values at the 
statement of financial position date. 
 

Determination of fair value and fair value hierarchy. 
 

The Company, if applicable, uses the following hierarchy for determining and disclosing the fair value of financial 
instruments: 
 

Level 1: quoted prices in active markets for the identical assets or liabilities (i.e. without modification or repacking). 
 

Level 2: quoted prices in active markets for similar financial 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. 
 
 


