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Independent auditor’s report on review of condensed interim 
financial statements 
To the Shareholders of Dar Al Etiman Al Saudi Company 

Introduction 

We have reviewed the accompanying 30 September 2023 condensed interim financial statements of Dar Al 
Etiman Al Saudi Company (“the Company”) which comprises: 

• the condensed statement of financial position as at 30 September 2023;

• the condensed statements of profit or loss and other comprehensive income for the three-month and
nine-month periods ended 30 September 2023;

• the condensed statement of changes in equity for the nine-month period ended 30 September 2023;

• the condensed statement of cash flows for the nine-month period ended 30 September 2023; and

• the notes to the condensed interim financial statements.

Management is responsible for the preparation and presentation of these condensed interim financial 
statements in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi 
Arabia. Our responsibility is to express a conclusion on these condensed interim financial statements based 
on our review. 

Scope of review 

We conducted our review in accordance with the International Standard on Review Engagements 2410, 
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” that is endorsed 
in the Kingdom of Saudi Arabia. A review of interim financial information consists of making inquiries, 
primarily of persons responsible for financial and accounting matters, and applying analytical and other 
review procedures. A review is substantially less in scope than an audit conducted in accordance with 
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and consequently 
does not enable us to obtain assurance that we would become aware of all significant matters that might be 
identified in an audit. Accordingly, we do not express an audit opinion. 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 30 
September 2023 condensed interim financial statements of Dar Al Etiman Al Saudi Company are not 
prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed 
in the Kingdom of Saudi Arabia. 

KPMG Professional Services 

______________________ 
Nasser Ahmed Al Shutairy 
License No. 454 

Jeddah, 26 October 2023 
Corresponding to 11 Rabi Al Thani 1445H 
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1. ORGANIZATION AND PRINCIPAL ACTIVITIES 

 

Dar Al Etiman Al Saudi Company (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. 

 

The Company is registered as a Saudi Closed Joint Stock Company pursuant to Ministerial 

Resolution No. 486/Q dated 11 Jumad-ul-Thani 1436H (corresponding to 31 March 2015). Prior to 

its conversion to a Saudi Closed Joint Stock Company, the Company was operating as a Limited 

Liability Company registered in the Kingdom of Saudi Arabia under Commercial Registration 

number 4030165101 issued in Jeddah on 5 Dhul-Qada 1427H (corresponding to 5 December 2006). 

 

The Company has obtained license No. 33/AM/201605 from Saudi Central Bank (“SAMA”) to 

conduct finance lease activities on 16 Rajab 1436H (corresponding to 5 May 2015).  

 

The accompanying condensed interim financial information include the accounts of the Company's 

head office and all its branches. 

 

2. BASIS OF PREPARATION 

 

2.1 Statement of compliance 

 

The condensed interim financial statements of the Company as at and for the period ended 30 

September 2023 have been prepared: 

 

- in accordance with International Accounting Standard 34, “Interim Financial Reporting” (“IAS 

34”) as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that 

are endorsed by the Saudi Organization for Chartered and Professional Accountants (“SOCPA”) 

and; 

- in compliance with the Companies’ Law in the Kingdom of Saudi Arabia and Company’s By-

laws. 

 

The new Companies Law issued through Royal Decree M/132 on 1/12/1443H (corresponding to 30 

June 2022) (hereinafter referred as "the Law”) came into force on 26/6/1444 H (corresponding to 

January 19, 2023). For certain provisions of the Law, full compliance is expected not later than two 

years from 26/6/1444H (corresponding to January 19, 2023). The management is in process of 

assessing the impact of the New Companies Law and will amend its By-Laws for any changes to align 

the Articles to the provisions of the Law. Consequently, the Company shall present the amended By-

Laws to the shareholders in their Annual General Assembly meeting for their ratification. 

 

These condensed interim financial statements do not include all the information and disclosures 

required in the annual financial statements and should be read in conjunction with the Company’s 

financial statements for the year ended 31 December 2022. The results for the nine-months period 

ended 30 September 2023 are not necessarily indicative of the results that may be expected for the 

financial year ending 31 December 2023. 

 

Assets and liabilities in the condensed statement of financial position are presented in the order of 

liquidity. 
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2. BASIS OF PREPARATION (continued) 

 

2.2 Basis of measurement  

 

These condensed interim financial statements have been prepared under the historical cost basis, unless 

stated otherwise, using the accrual basis of accounting and the going concern concept. 

 

2.3    Functional and presentation currency 

 

These condensed interim financial statements have been presented in Saudi Riyals (SR) which is also 

the Company's functional and presentation currency. 

 

2.4  Significant accounting judgements, estimates and assumptions 

 

The preparation of condensed interim financial statements requires management to make 

judgements, estimates and assumptions that affect the application of 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 accounting 

estimates are recognized in the period in which the estimates are revised and in any future periods 

affected by the revision. The key areas requiring significant management judgements and estimates 

are consistent with those disclosed in the annual financial statements for the year ended 31 

December 2022. 

 

3. SIGNIFICANT ACCOUNTING POLICIES 

 

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

are consistent with those followed in the preparation of the Company’s annual financial statements 

for the year ended 31 December 2022, except for the following new accounting policy. 

 

3.1  Islamic financing receivables (IFR) 
 

The Company initially recognizes IFRs when, and only when, the entity becomes party to the 

contractual provisions of the instrument. IFRs are measured initially at fair value including directly 

attributable transaction costs which is generally the transaction price and subsequently at their 

amortized cost. IFRs are offered under the following Shariah compliant mode: 
 

Tawarruq 

It is a contract whereby the Company sells a commodity or an asset to its customer on a deferred 

payment basis. The customer sells the same commodity or an asset to a third party at market price 

to raise the needed cash. The selling price charged by Company comprises the cost plus an agreed 

commission margin. 

 

Standards, interpretations and amendments effective during the year 

 

New IFRS pronouncements, effective January 1, 2023 (refer note 19) did not have any effect on the 

condensed interim financial statements 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

3.1  Islamic financing receivables (IFR) (continued) 

 

Standards, interpretations and amendments not yet effective 

 

At the date of authorization of these condensed interim financial statements, various Standards and 

Interpretations (including amendments thereto) were in issue but not yet effective. The management 

anticipates that adoption of these Standards and Interpretations in future periods will have no 

material impact on these condensed interim financial statements (refer note 19). 

 

4. CASH AND CASH EQUIVALENTS 

 

  

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

    

Cash in hand  219,219 62,448 

Cash at banks  2,440,717 8,035,916 

  2,659,936 8,098,364 

 

5. NET INVESTMENT IN FINANCE LEASES 

 

 

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

   

Gross investment in finance leases  287,202,641 238,489,392 

Less: unearned finance income and other related credits   (70,504,955) (56,141,380) 

Present value of minimum lease payments  216,697,686 182,348,012 

Less: allowance for expected credit losses on finance 

leases  (8,846,583) (7,067,490) 

Net investment in finance leases 207,851,103 175,280,522 

 

The Company’s implicit rate of return on leases ranges between 9% and 19% per annum (2022: 

between 9% and 17% per annum). These are secured by promissory notes from the customer and 

against the leased assets. 

 

Amounts due after one year represents minimum lease payments under finance lease contracts, 

which are due for payment by customers after one year from the statement of financial position date.   
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5. NET INVESTMENT IN FINANCE LEASES (continued) 

 

Following are the scheduled maturities of the gross investment in finance leases: 

 

Twelve months period ending 30 September: (Unaudited)     

            

  

2023-2024  81,604,005  

2024-2025  73,067,537  

2025-2026  57,806,733  

2026-2027  43,490,899  

2027-2028  30,194,887  

2028-2029  1,038,580  

 287,202,641 

 

5.1 The movement in allowance for expected credit losses on finance leases is given below: 

 

 

5.2 Category-wise allowance for expected credit losses on finance leases is as follows: 

 

 

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

   

Performing 1,860,530 1,679,335 

Under-performing 496,716 1,186,480 

Non-performing 6,489,337 4,201,675 

 8,846,583 7,067,490 

 

6. ISLAMIC FINANCING RECEIVABLES 

 

  30 September 

2023 

31 December 

2022 

  (Unaudited) (Audited) 

    

Gross receivables - Tawarruq financing  265,501 -- 

Less: Unearned finance income    (106,872) -- 

Present value of Islamic financing receivables  158,629 -- 

Less: allowance for expected credit losses   (131,147) -- 

  27,482 -- 

 

  

  

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

    

At the beginning of the period / year  7,067,490 5,410,311 

Charge for the period / year  3,468,853 4,800,000 

Written off during the period / year  (1,689,760) (3,142,821) 

At the end of the period / year  8,846,583 7,067,490 
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6. ISLAMIC FINANCING RECEIVABLES (continued) 

 

Following are the scheduled maturities of the gross Islamic financing receivables: 

 

Twelve months period ending 30 September:    

    

2023-2024    101,022  

2024-2025    46,994  

2025-2026   46,994 

2026-2027   46,994 

2027-2028   23,497 

   265,501 

 

6.1 The movement in allowance for expected credit losses on Islamic financing receivables is as 

follows: 

 

  30 September 

2023 

31 December 

2022 

  (Unaudited) (Audited) 

    

At the beginning of the period  -- -- 

Charge for the period  131,147 -- 

At the end of the period  131,147 -- 

 

6.2    Category-wise allowance for expected credit losses on Islamic financing receivables is as follows: 

 

  30 September 

2023 

31 December 

2022 

  (Unaudited) (Audited) 

    

Performing  428 -- 

Under-performing  -- -- 

Non-performing  130,719 -- 

  131,147 -- 

 

7. PREPAYMENTS AND OTHER RECEIVABLES 

 

 

Note 

30 September 

2023 

(Unaudited) 

31 December  

2022 

(Audited) 

    

Restricted deposits 7.1 36,008,182 35,554,562 

Receivable from employees  1,253,895 1,247,997 

Prepaid insurance  962,167 4,884,089 

Other prepayments and receivables  1,982,063 374,806 

  40,206,307 42,061,454 
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7. PREPAYMENTS AND OTHER RECEIVABLES (continued) 

 

7.1 The Company has been appointed as a servicing agent for the receivables sold to the financial 

institutions against securitization agreements therefore the financial institutions require the 

Company to keep certain balance as restricted deposit against such services for sold receivables. 

These deposits will be released at the end of securitization and agency agreements and are recorded 

at their amortised cost. The non-current portion of these restricted deposits is amounting to Saudi 

Riyals 24.3 million (31 December 2022: Saudi Riyals 18.5 million).  

 

8. SHARE CAPITAL 

 

The share capital of the Company as of 30 September 2023 and 31 December 2022 was comprised 

of 100,000 shares stated at Saudi Riyals 1,000 per share owned as follows: 

 

  Shareholding 

 
Country of 

incorporation 

30 September 

2023 

31 December 

2022 

    

Modern Ajwad for Commercial 

Investment Company Limited  

 

Saudi Arabia 60% 60% 

Tawad Holding Company Saudi Arabia 40% 40% 

  100% 100% 

 

9. STATUTORY RESERVE 

 

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company 

is required to transfer 10% of its net profit each year to a statutory reserve until such reserve equals 

30% of its share capital. This reserve is not currently available for distribution to the shareholders. 

 

10. TRADE AND OTHER PAYABLES  

 

 Notes 

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

    

Third parties 10.1 29,902,060 22,470,902 

Related party 13 89,829,432 73,705,814 

  119,731,492 96,176,716 

 

10.1 The third parties trade and other payables represents other payables and the temporary timing 

differences of amounts collected from customers and payable to financial institutions against 

securitization and agency agreement. All these amounts are payable within next twelve months. 
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11. ACCRUED AND OTHER LIABILITIES  

 

  

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

    

Employee related accruals  6,430,087 5,970,836 

Advances from customers  -- 52,834 

Accrued board of directors’ fee  495,000 660,000 

Other accruals  2,830,882 1,944,115 

  9,755,969 8,627,785 

 

12. ZAKAT 

 

12.1 Charge for the period / year 

 

 30 September   

2023 

31 December  

2022 

 (Unaudited) (Audited) 

   

Charge for the period / year 781,145 636,019 

   

12.2 Movement in Zakat refundable 

 

The movement in the Zakat refundable is as follows: 

 30 September   

2023 

31 December  

2022 

 (Unaudited) (Audited) 

   

At the beginning of the period / year (6,090,670) (6,726,689) 

Charge for the period / year 781,145 636,019 

   
At the end of the period / year (5,309,525) (6,090,670) 

 

12.3 Status of Zakat assessments 

 

During the year ended 31 December 2019, the Company has received a settlement notice from the 

ZATCA relating to the treatment of non-current portion of net investment in its finance lease for 

the purposes of determination of Zakat base. The notice prescribes the method to calculate the 

Company’s Zakat liability for the year ended 31 December 2018 and stated that applying the same 

principles, the Company was entitled to a credit of Saudi Riyals 9.7 million for the year when the 

Company was provided a license from SAMA to be involved in the finance lease activities till 2017, 

whereas there would be a charge of Saudi Riyals 0.5 million for the year ended 31 December 2018. 

Management has agreed to the settlement notice and has accordingly recorded a net Zakat 

refundable of Saudi Riyals 9.2 million during the year ended 31 December 2018. This amount has 

been subsequently adjusted for Zakat charge for the years 2019 and 2022. 

  

The Company has filed its Zakat declarations with ZATCA up to 2022. 
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13. RELATED PARTY TRANSACTIONS AND BALANCES  

 

The Company, in the normal course of business, enters into transactions with other entities that fall 

within the definition of a related party. The Company is a member of an affiliated group of 

companies which are directly or indirectly controlled by Abduljawad family, which are the ultimate 

shareholders. Related parties include the ultimate shareholders, companies owned by the 

shareholders and key management personnel. Transactions with related parties were carried out in 

the normal course of business on terms that were no more favorable than those available or which 

reasonably be expected to be available in similar transactions with non related parties i.e., equivalent 

to those that prevail in arm’s length transactions. 

 

a) Related parties transactions  

 

Significant related parties transactions and balances arising therefrom are described as under: 

 

 

Name Relationship 

Nature of 

transactions 

For the three-month  

periods ended 30 

September 

For the nine-month  

periods ended 30 

September 

   2023 2022 2023 2022 

   (Unaudited) (Unaudited) 

Universal 

Motors 

Agencies Affiliate 

Purchase of 

motor vehicles 41,761,960 20,201,837 103,799,043 123,443,500 

       

Universal 

Motors 

Agencies Affiliate 

Incentive 

income 812,072 1,001,851 1,816,069 2,721,340 

 

 

 

b) Trade and other payables 

  

 

Name Relationship Nature of transactions 

As at 

30 September  

2023 

As at  

31 December  

2022 

   (Unaudited) (Audited) 

     

Universal Motors 

Agencies Affiliate 

Purchase of motor 

vehicles 89,829,432 73,705,814 
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13. RELATED PARTY TRANSACTIONS AND BALANCES (continued) 

 

c) Compensation of key management personnel  

 

Name Nature of transactions 

For the three-month  

periods ended 30 

September 

For the nine-month  

periods ended 30 

September 

  2023 2022 2023 2022 

  (Unaudited) (Unaudited) 

      

Key management 

personnel 

Salaries and bonuses 

paid / accrued to key 

management personnel           165,075 227,119 495,225 810,251 

Directors Directors fee 165,000 165,000 495.000 495.000 

Key management 

personnel 

End of service 

indemnities accrued 

during the period 6,935 10,863 20,578 35,015 

 

14. OTHER INCOME  

 

   30 September 

2023 

30 September 

2022 

   (Unaudited) (Unaudited) 

     

Recovery against previously written-off investment in 

finance lease   5,255,292 6,101,933 

Incentive from a related party (note 13)   1,816,069 2,721,340 

Others    667,642 828,611 

   7,739,003 9,651,884 

     

15. GENERAL AND ADMINISTRATIVE EXPENSES 

 

           Three-month periods ended Nine-month periods ended 

 30 September 30 September 30 September 30 September 

 2023 2022 2023 2022 

     

Salaries and allowances 2,961,169 2,904,255 8,298,969  9,064,707  

Professional charges 566,533 637,371 1,819,827  1,837,366  

Rent 223,511 223,511 670,532  639,344  

Depreciation 56,082 38,969 163,226 101,578 

Repair and maintenance 71,234 86,997 237,353 269,292 

Others 407,755 409,279 1,263,278 1,221,394 

 4,286,284 4,300,382 12,453,185 13,133,681 

 

16. OTHER OPERATIN COST 

 

These costs principally represent insurance and losses related to early settlement of finance lease 

contracts. 
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17. 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 condensed interim financial statements do not include all financial risk management 

information and disclosures required in the annual financial statements; and therefore, should be 

read in conjunction with the Company’s annual financial statements as at 31 December 2022. There 

have been no changes in the risk management policies since the year end. 

 

18. FINANCE LEASE RECEIVABLES – SECURITIZATION AND AGENCY AGREEMENTS 

 

In accordance with the terms of certain securitization and agency agreements, the Company has sold 

finance lease receivables to various financial institutions. 

 

The outstanding position of such off statement of financial position finance lease receivables is as 

follows: 

 

30 September 

2023 

(Unaudited) 

31 December 

2022 

(Audited) 

Finance lease receivables sold under securitization 

agreements 53,506,068 99,826,600 

 

Maturity profile of finance lease receivable sold under securitized deals are as follows: 

 

 30 September 2023 (Unaudited) 

 
Less than 

 one year 

One to  

five year 

   

Securitization agreements 30,940,168 22,565,900 

 

 31 December 2022 (Audited) 

 
Less than 

one year 

One to 

five year 

   

Securitization agreements 52,421,010 47,405,590 

 

Net servicing liability under agency agreement 

Under the securitization and agency agreements, the Company has been appointed by the financial 

institutions to service the purchased receivables. Where the Company is appointed to service the 

derecognized financial assets for a fee, the Company initially recognizes either a net servicing asset 

or a net servicing liability for that servicing contract at its fair value. 

 

The fair value of net servicing asset/ liability is determined based on the present value of estimated 

future cash flows related to contractually specified servicing fees less servicing costs.  

 

The primary determinants of the fair value of net servicing asset/ liability are discount rates, 

estimates of servicing costs and the fixed servicing fees. The management assesses the cost of 

servicing including salaries and other direct costs. The annual change in the servicing cost represents 

the increment to the servicing cost as a result of inflation. 

 

Variations in one or a combination of these assumptions could materially affect the estimated values 

of net servicing liability. 
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19. PRONOUNCEMENTS ISSUED AND NOT YET EFFECTIVE 

 

The following amendments to existing standards and framework have been applied by the Company 

in preparation of these financial statements. The adoption of the below did not result in changes to 

the previously reported net profit or equity of the Company. 

 

Standard / 

Interpretation Description  Effective date 

   

IFRS 17 Insurance contracts (Amendments to IFRS 17) January 1, 2023 

IAS 1 Disclosure of Accounting Policies (Amendments to IAS 

1 and IFRS Practice Statement 2) January 1, 2023 

IAS 8 Definition of Accounting Estimate (Amendments to IAS 

8) January 1, 2023 

IAS 12 Deferred Tax Related to Assets and Liabilities Arising 

from a Single Transaction – Amendments to IAS 12 

Income Taxes January 1, 2023 

IFRS 17 Initial Application of IFRS 17 and IFRS 9     

Comparative Information (Amendments to IFRS 17) January 1, 2023 

 

The standards, interpretations and amendments issued, but not yet effective up to the date of 

issuance of the financial statements are disclosed below. The Company intends to adopt these 

standards, where applicable, when they become effective. 

 

Standard / 

Interpretation Description  Effective date  

   

IAS 1 Classification of liabilities as current or non-current 

(amendments to IAS 1) January 1, 2024 

IFRS 16 Lease Liability in a Sale and Leaseback (Amendments to 

IFRS 16) January 1, 2024 

IAS 1 Non-current Liabilities with Covenants (Amendments to 

IAS 1) January 1, 2024 

IFRS 10 and IAS 

28 

Sale or contribution of assets between investor and its 

associate or joint venture (amendments to IFRS 10 and 

IAS 28) 

Available for 

optional adoption / 

effective date 

deferred 

indefinitely 

 

20. DATE OF AUTHORIZATION OF ISSUE 

 

The accompanying condensed interim financial statements have been authorised for issue by the 

Board of Directors on 26 October 2023, corresponding to 11 Rabi Al Thani 1445H. 
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