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SIMAH RATING AGENCY 

(A Saudi Limited Liability Company)  

Statement of financial position 

As at 31 December 2020 

(Saudi Riyals) 

 

  
Note 

31 December 

2020  

31 December 

2019 

Assets     

Non-current assets     

Property and equipment  (8) 4,666  8,744   

Intangible assets   (9) 70,724  160,326   

Right of use asset  (11) 771,321  1,135,612   

  846,711  1,304,682   

Current assets     

Cash and cash equivalent (6) 10,368,117  7,851,310  

Accounts receivable and other assets  (7) 1,234,962  720,039  

  11,603,079  8,571,349   

Total assets  12,449,790  9,876,031   

 
Shareholders’ equity and liabilities 

 

  

 

Shareholders' equity     

Share capital  5,000,000  5,000,000 

Statutory reserve (13) 274,838  55,351 

Retained earnings  2,229,933  292,509 

Total shareholders' equity  7,504,771  5,347,860 

 
Non-current liabilities 

 

  

 

Employees’ end of service benefits (14) 828,152  657,888 

Lease liability (11) 385,459  832,439 

  1,213,611  1,490,327 

Current liabilities      

Due to a related party   566,971  49,500  

Accrued expenses and other liabilities   1,152,699  323,950  

Unearned revenue   1,240,900  2,129,551  

Lease liability (11) 401,090  325,143  

Zakat and income tax provision (12) 369,748  209,700  

  3,731,408  3,037,844   

Total liabilities  4,945,019  4,528,171   

Total shareholders' equity and liabilities  12,449,790  9,876,031   

 

The notes from (1) to (19) form an integral part of these financial statements 
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SIMAH RATING AGENCY 

(A Saudi Limited Liability Company) 

 Statement of profit or loss and other comprehensive income  

For the year ended 31 December 2020 

(Saudi Riyals) 

 

  
Note 

31 December 

2020  

31 December 

2019 

 
Revenue from contracts with customers  

 

11,514,100  7,584,835  

  11,514,100  7,584,835 

General and administrative expenses (15) (8,762,229)  (6,777,108) 

Impairment loss on accounts receivable (7) (190,137)  -- 

Operating profit  2,561,734  807,727 

Finance cost 
 

(30,054)  (44,522)   

Profit for the year before zakat and income tax  2,531,680  763,205 

Zakat and income tax (12) (336,814)  (209,693) 

Net profit for the year  2,194,866  553,512 

 
Other comprehensive (loss) / income: 

 

   

Items that will not be reclassified subsequently to 

profit or loss: 

 

   

Re-measurement (loss) / gain on end of service 

benefits  (14) (37,955)  120,312 

Total comprehensive income for the year  2,156,911  673,824 

     

 

 

 

 

 

 

 

 
 

The notes from (1) to (19) form an integral part of these financial statements 
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SIMAH RATING AGENCY 

(A Saudi Limited Liability Company) 

 Statement of changes in shareholders’ equity 

For the year ended 31 December 2020 

(Saudi Riyals) 

 

 
 

 

Share Capital 

 

Statutory 

reserve 

 Retained 

earnings / 

(Accumulated 

losses) 

 

 

Total 

        

Balance at 1 January 2019 20,000,000  --  (15,325,964)  4,674,036 

Net profit for the year --  --  553,512  553,512 

Other comprehensive income for the year --  --  120,312  120,312 

Total comprehensive income for the year  --  --  673,824   673,824  

        

Amortization for accumulated losses (15,000,000)  --  15,000,000  -- 

Transfer to statutory reserve --  55,351  (55,351)  -- 

        

Balance at 1 January 2020 5,000,000  55,351  292,509  5,347,860  

Net profit for the year --  --  2,194,866  2,194,866 

Other comprehensive loss for the year --  --  (37,955)  (37,955) 

Total comprehensive income for the year --  --  2,156,911  2,156,911 

        

Transfer to statutory reserve --  219,487  (219,487)  -- 

Balance at 31 December 2020 5,000,000  274,838  2,229,933  7,504,771 

 

 

 
The notes from (1) to (19) form an integral part of these financial statements 

 



SIMAH RATING AGENCY 

(A Saudi Limited Liability Company) 

Statement of cash flows 

For the year ended 31 December 2020 

(Saudi Riyals) 
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Note 

31 December 

2020 

 
31 December 

2019 

 
  

 
 

Cash flow from operating activities     
Net profit for the year before zakat and income tax  2,531,680  763,205   

Depreciation and amortization 15 457,971 
 

474,987   

End of service benefits provision 14 185,184  201,614   

Impairment of accounts receivable  7 190,137  -- 

Finance cost  30,054  -- 

Cash flows from operating activities before changes in working 

capital 

 3,395,026  1,439,806   

Changes in working capital:     

Accounts receivables and other assets  (705,060)  778,971   

Accrued expenses and other liabilities  828,749  193,091   

Due to a related party  517,471  (118,786)   

Unearned revenue   (888,651)  214,550   

Cash generated from operations  3,147,535  2,507,632   

End of service benefits paid  (52,875)  (112,559)   

Finance cost paid  (30,054)  (44,522) 

Zakat paid 12 (176,766)  (111,757)   

Net cash generated from operating activities  2,887,840  2,238,794 

 
Cash flow from financing activity 

    

Lease liability paid  (371,033)  (356,567) 

Net cash flows used in financing activity  (371,033)  (356,567) 

     

Net change in cash and cash equivalents  2,516,807  1,882,227   

Cash and cash equivalents at beginning of the year  7,851,310  5,969,083   

Cash and cash equivalents at the end of year 6 10,368,117  7,851,310   

     

     

The notes from (1) to (19) form an integral part of these financial statements 
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1 REPRORTING ENTITY 

 

Simah Rating Agency (the Company) is a limited liability company registered in Saudi Arabia on 

Shaban 4, 1437H (corresponding to May 11, 2016) under commercial registration No. 1010461157. 

The address of the company’s head office is B3 Low Rise, Granada Business Park, 6th floor, P.O. 

Box 8859, Riyadh, Saudi Arabia.  

  

The Company is a wholly owned subsidiary of Saudi Company for Credit Information (SIMAH) (the 

Parent Company) which is a Saudi closed joint Stock Company and is involved in providing credit 

information service to investors and shareholders. 

 

The Company is established as a limited liability company which is engaged in providing credit rating 

services under the Capital Market Authority Approval No. (R/16/146/6/1). The Company obtained 

license No. 08-15001 from the Capital Market Authority to commence its activity on December 29, 

2016.  

 

2 BASIS OF PREPARATION 

 

2.1 Statement of Compliance 

These financial statements have been prepared in accordance with International Financial Reporting 

Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia and other standards and 

pronouncements that are issued by Saudi Organization for Certified Public Accountants (“SOCPA”) 

(here and after refer to as “IFRS as endorsed in KSA”). 

 

2.2 Basis of measurement 

  

The financial statements have been prepared on a historical cost basis except for the defined benefit 

plan which is measured at present value of future obligations using Projected Unit Credit Method. 

Further, the financial statements are prepared using the accrual basis of accounting and going concern 

concept. 

 

The ongoing outbreak of the coronavirus disease 2019 (COVID-19) was declared a pandemic by the 

World Health Organization in March 2020.The Company’s operation remain largely unaffected by 

the outbreak and the Company continues to operate while considering the health and safety of the 

workforce. However, as the COVID-19 outbreak continues to evolve with second wave being 

witnessed, and vaccines rollout is in progress it is still difficult to forecast its full extent and duration 

of the economic impact as of now. The management is continuously monitoring the situation and its 

impact on the operation and financial position and is not aware of any factors that are expected to 

change the impact of the pandemic on the Company’s operation during 2021 or beyond. 

 

3 FUNCTIONAL AND PRESENTATION CURRENCY 

 

These financial statements are presented in Saudi Riyal (“SAR”), which is the Company’s functional 

and the company presentation currency. All amounts have been rounded to the nearest Saudi Riyal, 

unless otherwise indicated. 

  



SIMAH RATING AGENCY 

(A Saudi Limited Liability Company) 

NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 December 2020 

(Saudi Riyals) 
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4. USE OF ESTIMATES AND JUDGEMENTS  
 

The preparation of these financial statements requires management to make judgments, 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 estimates are 

recognized prospectively. 
 

A.    Judgements 

Information about judgements made in applying accounting policies that have the most significant 

effects on the amounts recognized in the financial statements is included in the following notes: 
 

• Note 5: Leases 
 

B.    Assumptions and estimation uncertainties 

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 within the next reporting 

period is included in the following notes: 
 

• Note 5 and 14: Measurement of defined benefit obligations: key actuarial assumptions;  

• Notes 5, 8 and 9: Estimated useful lives of property and equipment and intangible assets; and 

• Note 5 and 7: Measurement of expected credit loss 
 
5 SIGNIFICANT ACCOUNTING POLICIES 

 
a) New IFRS standards, IFRIC interpretations and amendments thereof, adopted by the Company 

 

The following new standards, amendments and revisions to existing standards, which were issued by 

the International Accounting Standards Board (IASB) have been effective from 1 January 2020 and 

accordingly adopted by the Company, as applicable: 

 

Standard / Amendments Description
  

Conceptual Framework Amendments to References to Conceptual 

Framework in IFRS Standards 
  

Amendments to IFRS 3 Definition of a Business 
  

Amendments to IAS 1 and 8 Definition of Material 
  

 

The adoption of the amended standards and interpretations applicable to the Company did not have 

any significant impact on these financial statements. 
 

  



SIMAH RATING AGENCY 

(A Saudi Limited Liability Company) 

NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 December 2020 

(Saudi Riyals) 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

b) New IFRS standards, IFRIC interpretations and amendments thereof issued but not yet effective. 
 

The following new standards, amendments and revisions to existing standards, which were issued by 

IASB but not yet effective up to the date of issuance of the Company’s financial statements. The 

Company intends to adopt these standards when they become effective. 
    

 
 
Standard / Amendments 

 
 
Description 

Effective from periods 
beginning on or after the 
following date 

   

Amendments to IAS 1 Classification of Liabilities 
as Current or Non-current 

1 January 2021 

   

Amendments to IFRS 10 and IAS 
28 

Sale or Contribution of 
Assets between an Investor 
and its Associate or Joint 
Venture 

Available for optional adoption 
(effective date deferred 
indefinitely) 

Revenue recognition 

Revenue may either be recognized on an “over-time” (OT) basis or a “point-in-time” (PIT) basis. 

Following paragraphs provide information about the nature and timing of the satisfaction of 

performance obligations in each of the above methods, criteria for using a particular method and 

related revenue recognition policies. 
 

Revenue from services primarily comprises fees charged for companies/instruments related to 

obtaining a rating to assess their financial status and solvency. 
 

Under IFRS 15, the Company assessed that there is only one performance obligations in a contract 

for consumer credit report usage services, because its promises to transfer services that are not 

capable of being distinct. 
 

Under IFRS 15, the Company concluded that revenue from commercial credit report services will 

be recognized over-time as the performance obligation is being performed in phases. 
 

Leasing 

The determination of whether a contract contains a lease based on the substance of the arrangement 

at the inception date. 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 and impairment losses, and adjusted for certain remeasurements 

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. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Short-term leases and leases of low-value assets 

The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those 

leases that have a lease term of 12 months or less from the commencement date and do not contain a 

purchase option). It also applies the lease of low-value assets recognition exemption to leases of 

office equipment that are considered of low value. Lease payments on short-term leases and leases of 

low-value assets are recognized as expense on a straight-line basis over the lease term. 
 

The Company determines the lease term as the non-cancellable term of the lease, together with any 

periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any 

periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised. 

The Company applies judgment in evaluating whether it is reasonably certain to exercise the option 

to renew. That is, it considers all relevant factors that create an economic incentive for it to exercise 

the renewal. After the commencement date, the Company reassesses the lease term if there is a 

significant event or change in circumstances that is within its control and affects its ability to exercise 

(or not to exercise) the option to renew (e.g., a change in business strategy). 
 

Foreign currency translation 

Transactions in foreign currencies are converted to Saudi Riyal at the exchange rate at the date of 

transactions. Monetary assets and liabilities denominated in foreign currencies are retranslated to 

Saudi Riyals at the rates of exchange at the reporting date. Differences arising on settlement or 

translation of monetary items are recognized in the statement of profit or loss and other 

comprehensive income. 
 

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated 

into the functional currency at the exchange rate when the fair value was determined. Non-monetary 

items that are measured based on historical cost in a foreign currency are translated at the exchange 

rate at the date of the transaction. Foreign currency differences are generally recognised in the 

statement of profit or loss. 
 

Employee benefits and post-employment benefits 

Short term obligations 

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. 
 

Post-employment obligation (defined benefit plan) 

Company's gratuity scheme is categorized as a defined benefit plan. This plan is not funded. The 

Company's obligation in respect of the said defined benefit plan is calculated by estimating the 

amount of future benefit that employees have earned in the current and prior periods, discounting 

that amount. 
 

The calculation of defined benefit obligation is performed annually by a qualified actuary using the 

projected unit credit method. Re-measurements of the defined benefit liability, which comprise 

actuarial gains and losses, are recognized immediately in OCI. The Company determines the interest 

expense on the defined benefit liability for the period by applying the discount rate used to measure 

the defined benefit obligation at the beginning of the annual period to the then defined benefit 

liability, taking into account any changes in the defined benefit liability during the period as a result 

of  benefit payments. Interest expense and other expenses related to defined benefit plans are 

recognized in the statement of profit or loss. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Employee benefits and post-employment benefits (Continued) 

When the benefits of the plan are changed or when the plan is curtailed, the resulting change in 

benefit that relates to past service or the gain or loss on curtailment is recognized immediately in the 

statement of profit or loss. The Company recognizes gains and losses on the settlement of the defined 

benefit plan when the settlement occurs.  
 

Zakat and income tax 

Zakat is calculated in accordance with zakat regulations issued by the General Authority for Zakat 

and Tax in the Kingdom of Saudi Arabia ("GAZT"). The income tax provision for foreign companies 

is calculated in the financial statements in accordance with the tax regulations of the countries in 

which they operate. Adjustments resulting from final zakat and foreign exchange are accounted for 

during the financial year in which the final assessment is issued. 

 

Income tax expense or tax credit represents taxable income in the taxable period in accordance with 

the applicable income tax rate for each range adjusted by changes in deferred tax assets and liabilities 

attributable to temporary differences and unutilized tax losses. 

 

Current income tax expense is calculated on the basis of applicable tax laws or which will be applied 

effectively at the end of the reporting period in the countries in which the subsidiaries and associates 

of the Company operate and earn taxable income. The administration periodically evaluates tax 

assessments for cases in which the applicable tax regulations are subject to interpretation. 

 

Provisions are made on the basis of amounts expected to be paid to tax authorities. 
 

Property and equipment 

Property and equipment is stated at cost less accumulated depreciation and accumulated impairment 

losses, if any. When spare parts are expected to be used during more than one period, then they are 

accounted for as property and equipment. 
 

Historical cost includes expenditure that is directly attributable to the acquisition of the item. 

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as 

appropriate, only when it is probable that the future economic benefits associated with the item will 

flow to the Company and the cost can be measured reliably. 
 

Depreciation is recognized so as to write off the cost of assets less their residual values over their 

useful lives, using the straight-line method. The estimated useful lives, residual values and 

depreciation method are reviewed at the end of each reporting period, with the effect of any changes 

accounted for on a prospective basis. 
 

The Company applies the following annual rates of depreciation to its property and equipment: 
 

Office furniture and equipment 6 years 

Computers hardware and software 5 years 

 

An item of property and equipment is derecognized upon disposal or when no future economic 

benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the 

disposal or retirement of an item of property and equipment is determined as the difference between 

the net sales proceeds and the carrying amount of the asset and is recognized in profit or loss. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Property and equipment (Continued) 

Capital work in progress is stated at cost until the construction or installation is complete. Upon the  

 

completion of construction or installation, the cost of such assets together with cost directly 

attributable to construction or installation, including capitalized borrowing cost, are transferred to 

the respective class of asset. No depreciation is charged on capital work in progress. 
 

Intangible assets 

Intangible assets with finite useful lives that are acquired separately are carried at cost less 

accumulated amortization and accumulated impairment losses. The cost of intangible assets acquired 

in a business combination is their fair value at the effective date of the business combination. 

Amortization is recognized on a straight-line basis over their estimated useful lives. The estimated 

useful life and amortization method are reviewed at the end of each reporting period, with the effect 

of any changes in estimate being accounted for on a prospective basis. Intangible assets with 

indefinite useful lives that are acquired separately are carried at cost less accumulated impairment 

losses. 
 

Intangible assets, which comprises software, are amortized over a period of 4-6 years. 
 

An intangible asset is derecognized on disposal, or when no future economic benefits are expected 

from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as 

the difference between the net disposal proceeds and the carrying amount of the asset, are recognized 

in profit or loss when the asset is derecognized. 
 

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 the smallest group of assets that generates 

cash inflows from continuing use that are largely independent of the cash inflows of other assets or 

CGUs. 

 

The recoverable amount of an asset or CGU is the 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 discount rate that reflects current market assessments of the time value of money and the 

risks specific to the asset or CGU. An impairment loss is recognized if the carrying amount of an 

asset or CGU exceeds its recoverable amount. Impairment losses are recognized in the statement of 

profit or loss. 
 

Impairment losses of continuing operations are recognized in the statement of profit or loss in those 

expense categories consistent with the function of the impaired asset, except for a property previously 

revalued where the revaluation was taken to OCI. In this case, the impairment is also recognized in 

OCI up to the amount of any previous revaluation. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Cash and cash equivalents 

 

Cash and cash equivalents include cash on hand, bank balances and short-term deposits with original 

maturities of three months or less that are readily convertible to known amounts of cash and which 

are subject to an insignificant risk of changes in value. Cash and cash equivalents for the purpose of 

cashflows includes bank overdraft. 
 
 

 

Financial instruments 

 

Recognition and initial measurement 

Trade receivables are initially recognized when they are originated. All other financial assets and 

financial liabilities are initially recognized when the Company becomes a party to the contractual 

provisions of the instrument. 

 

A financial asset (unless it is a trade receivable without a significant financing component) or 

financial liability is initially measured at fair value plus, for an item not at Fair Value Through Profit 

or Loss (FVTPL), transaction costs that are directly attributable to its acquisition or issue. A trade 

receivable without a significant financing component is initially measured at the transaction price. 

 

5.3.1 Classification and subsequent measurement 
 

Financial assets 

On initial recognition, a financial asset is classified as: amortised cost; Fair Value through Other 

Comprehensive Income (FVOCI) – equity investment; or FVTPL. 
 

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 asset is classified and measured at amortized cost 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 to hold assets to collect contractual cash 

flows; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of principal 

and interest on the principal amount outstanding. 
 

All financial assets not classified as measured at amortized cost or FVOCI as described above are 

measured at FVTPL. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Financial assets: Business model assessment 

The Company makes an assessment of the objective of the business model in which a financial 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: 
 

• the stated policies and objectives for the portfolio and the operation of those policies in practice. 

These include 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 any related 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 to the Company’s management; 

• 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 expectations about future sales activity. 
 

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are 

not considered sales for this 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. 
 

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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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

A prepayment feature is consistent with the 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 significant 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. 
 

Financial assets: Subsequent measurement and gains and losses 
 

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains 

and losses, including any interest or dividend income, are 

recognized in the statement of profit or loss.  
Financial assets at amortized 

cost 

These assets are subsequently measured at amortized cost using 

the effective interest method. The amortized cost is reduced by 

impairment losses. Interest income, foreign exchange gains and 

losses and impairment are recognized in the statement profit or 

loss. Any gain or loss on derecognition is recognized in the 

statement of profit or loss.  
Equity investments at 

FVOCI 

These assets are subsequently measured at fair value. Dividends 

are recognized as income in the statement of profit or loss unless 

the dividend clearly represents a recovery of part of the cost of the 

investment. Other net gains and losses are recognized in OCI and 

are never reclassified to profit or loss. 
 

Financial liabilities: 

Classification, subsequent measurement and gains and losses 
Financial liabilities are classified as measured at amortized 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 recognised in the statement of profit or loss. Other financial liabilities 

are subsequently measured at amortized cost using the effective interest method. Interest expense and 

foreign exchange gains and losses are recognized in the statement  profit or loss. Any gain or loss on 

derecognition is also recognized in the statement of profit or loss. 

 

Derecognition 
 

Financial assets 

The Company derecognises a financial asset when the contractual rights to the cash flows from the 

financial 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 it does not retain control of the financial asset. 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

The Company enters into transactions whereby it transfers assets recognised in its statement of 

financial position, but retains either all or substantially all of the risks and rewards of the transferred 

assets. In these cases, the transferred assets are not derecognised. 
 

Financial liabilities 

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 recognised at 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 

recognised in the statement profit or loss. 
 

 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 currently has a legally enforceable right to set 

off the amounts and it intends either to settle them on a net basis or to realize the asset and settle the 

liability simultaneously. 
 

 Impairment of financial instruments 

Financial instruments and contract assets 

The Company recognises loss allowances for Expected Credit Losses (ECLs) on financial assets 

measured at amortised cost. 
 

Loss allowances for trade receivables with or without significant financing component are always 

measured at an amount equal to lifetime ECL. 
 

Bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the 

financial instrument) has not increased significantly since initial recognition are measured at 12-

month 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. 
 

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a 

financial instrument. 
 

12‑month ECLs are the portion of ECLs that result from default events that are possible within the 

12 months after the reporting date (or a shorter period if the expected life of the instrument is less 

than 12 months). In all cases, the maximum period considered when estimating ECLs is the 

maximum contractual period over which the Company is exposed to credit risk. 
 

Measurement of ECLs 

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 the cash flows that the Company expects to receive). 
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5 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Credit-impaired financial assets 

At each reporting date, the Company assesses whether financial assets carried at amortised cost and 

debt securities at FVOCI 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: 

• significant financial difficulty of the borrower or issuer; 

• a breach of contract such as a default or being more than 360 days past due; 

• 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. 
 

Write-off 

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent 

that there is no realistic prospect of recovery. This is generally the case when the Company 

determines that the debtor does not have assets or sources of income that could generate sufficient 

cash flows to repay the amounts subject to the write-off. However, financial assets that are written-

off could still be subject to enforcement activities in order to comply with the Company’s procedures 

for recovery of amounts due. 
 

Provisions 
 

Provisions are recognized when the Company has a present obligation (legal or constructive )as a 

result of a past event, it is probable that the Company will be required to settle the obligation, and a 

reliable estimate can be made of the amount of the obligation. 
 

The amount recognized as a provision is the best estimate of the consideration required to settle the 

present obligation at the end of the reporting period, taking into account the risks and uncertainties 

surrounding the obligation. When a provision is measured using the cash flows estimated to settle 

the present obligation, its carrying amount is the present value of those cash flows (when the effect 

of the time value of money is material When discounting is used, the increase in the provision due to 

the passage of time is recognized as a finance cost. 

 

6 CASH AND CASH EQUIVALENTS 

 

Cash and cash equivalents comprise as follow: 
 

  31 December 

2020 

 31 December 

2019 
     

Cash at bank  10,368,117  7,851,310   

  10,368,117  7,851,310   
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7 ACCOUNTS RECEIVABLE AND OTHER ASSETS 
 

Accounts receivable comprised as follow: 

 31 December 

2020 

 31 December 

2019 
    

Accounts receivable 960,800  524,685 

Prepaid insurance 117,184  132,208 

Others 347,115  63,146 

 1,425,099  720,039 

Less:    

Impairment losses on accounts receivables (190,137)  -- 

 1,234,962  720,039 
 

The movement of impairment on accounts receivable during the year is as follows:  
 

 31 December 

2020 

 31 December 

2019 
 

Balance at the beginning of the year -- 
 

-- 

Provision for the year 190,137  -- 

 190,137  -- 
 

Exposure to credit risk and impairment loss is included in note 17. 
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8 PROPERTY AND EQUIPMENT  

 

Property and equipment comprise as follow: 
 

 Office 

furniture 

and fixtures  

Office 

equipment   

 
 

Total 

Cost       

At 1 January 2019 9,639  20,964   30,603 

Addition during the year --  --   -- 

At 31 December 2019 9,639  20,964   30,603 

       

At 1 January 2020 9,639  20,964   30,603 

Addition during the year --  --   -- 

At 31 December 2020 9,639  20,964   30,603 

 

Accumulated depreciation       

At 1 January 2019 2,029  12,982   15,011 

Depreciation 1,607  5,241   6,848 

At 31 December 2019 3,636  18,223   21,859 

       

At 1 January 2020 3,636  18,223   21,859 

Depreciation 1,607  2,471   4,078 

At 31 December 2020 5,243  20,694   25,937 

 
Net book value 

      

At December 31, 2020 4,396  270   4,666 

At December 31, 2019 6,003  2,741   8,744 
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9 INTANGIBLE ASSETS 

 

Intangible assets comprise as follow: 
 

 31 December 

2020 

 31 December 

2019 

Cost    

Balance at beginning of year 358,409  358,409 

Addition during the year --  -- 

Balance at end of year 358,409  358,409 

Amortization    

Balance at beginning of year 198,083  108,481 

Amortization 89,602  89,602 

Balance at end of year 287,685  198,083 

 70,724  160,326 

10 RELATED PARTIES’ TRANSACTIONS 

 

The related parties consist of the parent company and key management personnel. The pricing 

policies and guidelines of the transactions have been agreed upon from the board of directors in the 

normal business operations. 
 

Name Relationship 

The Saudi Company for Credit Information, SIMAH Parent Company 
 

The significant transactions with the parent company during the year is as follows: 
 

 31 December 

2020 

 31 December 

2019 
    
Expenses incurred on behalf of the Company 954,072   934,761 

 

Members of the board of directors shall not be granted any compensation for their role in the 

management of the company unless approved by the general assembly. The members of the board 

of directors shall be granted attendance allowance for meetings of the board of directors a fixed 

remuneration as a result of their direct management and responsibilities. 

 

The following table shows the details of remuneration paid to Board of Directors, Rating 

Committee, and Administration Committee: 

   

 31 December 

2020  

31 December 

2019 

Board of Directors 60,000  -- 

Rating committee 372,000  -- 

Administration committee 30,000  -- 

Total 462,000  -- 
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10 RELATED PARTIES’ TRANSACTIONS 

 

The following table shows the details of the salaries and compensation paid to key management 

personnel: 

   

 31 December 

2020  

31 December 

2019 

Salaries and compensation 946,000  1,247,937 

Annual and periodic incentives 729,871  -- 

Total 1,675,871  1,247,937 
 

The following amount are payable to shareholder in the normal course of business: 

 

The following balances are due to a related party: 

 31 December 

2020  

31 December 

2019 
    
Due to the parent company 566,971  49,500 

 

11 RIGHT-OF-USE ASSET AND LEASE LIABILITY 

 

Right-of-use asset  

 

 31 December 

2020 

 31 December 

2019 

    

Balance at 1 January  1,135,612  1,514,149 

Depreciation charge during the year (364,291)  (378,537) 

Balance at end of year 771,321  1,135,612 

 

 

Lease liability  
 

 31 December 

2020 

 31 December 

2019 

Non-current portion of lease liability 385,459 
 

832,439 

Current portion of lease liability 401,090  325,143 

Total lease liability 786,549  1,157,582 

 

The total interest expense on lease liability recognized during the year ended 31 December 2020 

is SAR 30,054 (31 December 2019: SAR 44,522). 

 

Expenses relating to short-term and low-value leases are Nil. 
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12 PROVISION FOR TAX AND ZAKAT 

12.1 Status of assessments 

 

Zakat and income tax declarations were filed with General Authority of Zakat & Tax (“GAZT”) for 

all the years up to December 31, 2019 and final assessments for these years are awaiting response 

from GAZT. 

12.2    The movement in provision for zakat and tax is as follows: 

 

 31 December 

2020  

31 December 

2019 

    

Beginning balance 209,700    111,764   

Provision for the year 336,814  209,693   

Payments during the year (176,766)  (111,757)   

 369,748  209,700   

a. Zakat base 

Zakat is calculated at based on the following: 
 

 31 December 

2020  

31 December 

2019 

Share of Saudi shareholders in:    

Shareholders’ equity  4,096,635   4,096,635 

Opening provisions and other adjustments 1,115,719  1,699,806 

Adjusted net income for the year  2,976,766  848,556 

Zakat base 8,189,120  6,644,997 

 Zakat calculated for the year at 2.5% 204,728  170,544 

 
 

b. Tax base 

The tax provision is calculated based on the following: 
 

 31 December 

2020 

 31 December 

2019 
    

Adjusted net profit for the year 713,304  216,085   

Tax settlements (52,875)  (20,336)   

Income tax base 660,429  195,749   

Income tax at 20% 132,086  39,150   

 

13 STATUTORY RESERVE 

 

The Saudi Companies Law requires that 10% of the annual net profit be transferred to the statutory 

reserve and that the transfer continues until this reserve reaches 30% of the capital. This reserve is not 

available for distribution to the shareholders. 
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14 EMPLOYEES' END OF SERVICE BENEFITS 

 

 31 December 

2020 

 31 December 

2019 

Opening balance 657,888    689,145   

Current service cost 166,430  174,337     

Interest cost 18,754  27,277   

Benefits paid (52,875)  (112,559)   

Actuarial loss / (gain) 37,955  (120,312)   

Closing balance 828,152  657,888   

 
The most recent actuarial valuation was carried out by a qualified actuarial expert, and this was 

carried out using the projected unit credit method. 

 

The main assumptions used for actuarial valuation were as follows: 

 

 31 December 

2020 

 31 December 

2019 

Rate of increase in salaries 2.00%  2.00% 

Discount rate 2.50%  2.97% 
 

All movements are recognized in the employee benefit obligations specified in profit or loss, except 

for actuarial losses / (gains) recognized in other comprehensive income. 

 

Sensitivity analysis 

The sensitivity analysis described below is based on possible changes to assumptions that may 

occur at the end of the reporting period, with other assumptions remaining constant. 

 

 31 December 

2020 

 31 December 

2019 

    
Discount rate +1% 774,392  586,604 

Discount rate -1% 889,476  675,634 

Long term salary +1% 889,158  675,619 

Long term salary -1% 773,644  585,845 
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15 GENERAL AND ADMINISTRATIVE EXPENSES 

 

General and administrative expenses for the year ended 31 December comprised of the following: 

 

 
 

31 December 

2020 

 31 December 

2019 

     

Salaries, wages and related benefits   5,124,962  4,464,285   

Consultancy service   1,854,361  921,367   

Legal and government fees   237,905  88,235   

License fees   72,199  81,179   

Travel expenses   27,189  79,253   

End of service benefits   185,184  201,614   

Health insurance   252,035  375,308   

Depreciation and amortization  457,971  474,987   

Fees and subscriptions   1,370  1,300   

Hospitality   3,626  906   

Remuneration to executive committees  462,000  -- 

Others   83,427  88,674   

Total   8,762,229  6,777,108   

 

16 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 in the principal or, in its 

absence, the most advantageous market to which the Company has access at that date. The fair 

value of a liability reflects its non-performance risk. 
 

A number of the 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 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). 
 

When one is available, the Company measures the fair value of an instrument using the quoted 

price 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 ongoing basis. 
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16 FINANCIAL ASSETS AND FINANCIAL LIABILITIES (CONTINUED) 

 

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. 
 

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. 
 

Management assessed that the fair values of cash and cash equivalents, trade receivables and other 

assets, trade and other payables approximate their carrying values largely due to the short-term 

maturities of these financial instruments. 
 

The Company’s activities exposed it to various risks. These risks are: Market risk (which includes: 

Currency risk, fair value and cash flow interest rate risks and price risk), Credit risk and Liquidity 

risk. The Company’s senior management oversees the management of these risks. The Company’s 

senior management is supported by a financial risk committee that advises on financial risks and 

the appropriate financial risk governance framework for the Company. The financial risk 

committee provides assurance to the Company’s senior management that the Company’s financial 

risk activities are governed by appropriate policies and procedures and that financial risks are 

identified, measured and managed in accordance with Company policies and Company risk appetite. 

The board of Directors reviews and agrees policies for managing each of these risks, which are 

summarized below. 
 

The Company has exposure to the following risk arising from financial instruments: 
 

• Credit risk 

• Liquidity risk 

• Market risk 
 

Risk management framework 

The Company’s board of directors has overall responsibility for the establishment and oversight of 

the Company’s risk management framework. The board of directors is responsible for developing 

and monitoring the Company’s risk management policies.  
 

The Company’s risk management policies are established to identify and analyze the risks faced by 

the Company, to set appropriate risk limits and controls and to monitor risks and adherence to 

limits. Risk management policies and systems are reviewed regularly to reflect changes in market 

conditions and the Company’s activities. The Company, through its training and management 

standards and procedures, aims to maintain a disciplined and constructive control environment in 

which all employees understand their roles and obligations. 
 

Market risk 

Market price risk is the risk that value of a financial instrument will fluctuate as a result of changes 

in market prices, such as foreign exchange rates, interest rates and equity prices, will affect the 

Company's profit or the value of its holdings of financial instruments. 
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16 FINANCIAL ASSETS AND FINANCIAL LIABILITIES (CONTINUED) 

 

Commission rate risk 

It is the exposure to various risks associated with the effect of fluctuations in the prevailing 

commission rates on the Company's financial position and cash flows. The Company does not have 

significant financing arrangements and is not exposed to commission rate risk. 

 

Currency Risk 

It is a risk that the value of a financial instrument will fluctuate due to changes in foreign exchange 

rates. The Company’s transactions are principally in Saudi riyals and therefore is not exposed to 

any currency risk 

 

Credit risk 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 

instrument fails to meet its contractual obligations and arises principally from receivables from 

customers. The company has no significant concentration of credit risks. The carrying amounts of 

financial assets represent the maximum credit exposure. Impairment losses on financial assets 

recognized in profit or loss is SAR 190,137 (2019: Nil). 

 

Trade receivables 

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of 

each customer. However, management also considers the factors that may influence the credit risk 

of its customer base, including the default risk associated with the industry and sector in which 

customers operate. 
 

Trade and other receivables are mainly due from local customers and are stated at their estimated 

realizable values. The Company trades only with recognised, creditworthy third parties. The 

granting of credit is controlled by well-established criteria, which are reviewed and updated on an 

ongoing basis. It is the Company’s policy that all customers who wish to trade on credit terms are 

subject to credit verification procedures. 

 

Expected credit loss assessment as at 31 December 2020. 

The Company uses an allowance matrix to measure the ECLs of trade receivables from individual 

customers, which comprise a very large number of small balances. 
 

Loss rates are calculated using a ‘roll rate’ method based on the probability of a receivable 

progressing through successive stages of delinquency to write-off. Roll rates are calculated 

separately for exposures in different segments based on the following common credit risk 

characteristics such as geographic region, age of customer relationship and type of product 

purchased. 
 

Loss rates are based on actual historic credit loss experience. These rates are multiplied by scalar 

factors to reflect differences between economic conditions during the period over which the historic 

data has been collected, current conditions and the Company’s view of economic conditions over 

the expected lives of the receivables. Scalar factors are based on actual and forecast gross domestic 

product growth and unemployment rates. 
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16 FINANCIAL ASSETS AND FINANCIAL LIABILITIES (CONTINUED) 
 

Credit risk (Continued) 

 

As at 31 December 2020, the exposure to credit risk for trade receivables by type of counterparty 

was as follows: 

 

The following table provides information about the exposure to credit risk and ECLs for trade 

receivables from customers as at 31 December 2020: 

 

31 December 2020 

Gross carrying 

amount 

 
Weighted- 

average loss 

 Loss 

allowance 

(%) 

Accounts receivable 960,800  190,137  20% 

 

31 December 2020 

Gross carrying 

amount 

 
Weighted- 

average loss 

 Loss 

allowance 

(%) 

1–90 days past due 440,685   41,847   9% 

91–180 days past due 201,055   37,452   19% 

181–270 days past due 203,560   57,708   28% 

271–360 days past due 115,500   53,130   46% 

More than 360 days past due --  --   

 960,800  190,137   

 

31 December 2019 

Gross carrying 

amount 

 
Weighted- 

average loss 

 Loss 

allowance 

(%) 

1–90 days past due 130,935  --  -- 

91–180 days past due 31,500  --  -- 

181–270 days past due 362,250  --  -- 

271–360 days past due --  --  -- 

More than 360 days past due --  --  -- 

 524,685  --   
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16 FINANCIAL ASSETS AND FINANCIAL LIABILITIES (CONTINUED) 
 

Liquidity risk 

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet 

commitments associated with financial instruments. Liquidity risk may result from an inability to 

sell a financial asset quickly at an amount close to its fair value. Liquidity risk is managed by 

monitoring on a regular basis that sufficient funds are available through committed credit facilities 

to meet any future commitments. 
 

Following are the contractual maturities at the end of the reporting period of financial liabilities.  
 

 31 December  2020 

 
Carrying  

amount 

Less than  

1 year 

1 year to  

5 years 

More than 

5 years 

Liabilities      
     

Accrued expenses and other 

liabilities  1,152,699 1,152,699 

-- -- 

Due to a related party 566,971 566,971 -- -- 

TOTAL 1,719,670 1,719,670 -- -- 
 

 31 December  2019 

 
Carrying  

amount 

Less than  

1 year 

1 year to  

5 years 

More than 

5 years 

Liabilities      
     

Accrued expenses and other 

liabilities 

323,950 323,950 -- -- 

Due to a related party 49,500 49,500 -- -- 

TOTAL 373,450 373,450 -- -- 

 

17 CAPITAL MANAGEMENT 
 

The Company’s objectives when managing capital are to safeguard the Company’s ability to 

continue as a going concern in order to provide returns for the shareholder and to maintain an 

optimal capital structure to reduce the cost of capital.  
 

The Company manages its capital structure and makes adjustments to it in light of changes in 

economic conditions.  To maintain or adjust the capital structure, the Company may return capital 

to the shareholder, issue new shares or sell assets to reduce debt.  No changes in the objectives, 

policies or processes for managing capital were made during the year ended 31 December 2020 

and 31 December 2019. 

 

18 SUBSEQUENT EVENTS 
 

No events subsequent to the reporting period have been identified which require an adjustment or 

disclosure in the financial statements. 

 

19 APPROVAL OF THE FINANCIAL STATEMENTS 
 

These financial statements were approved by management on 30 March 2021 (corresponding to 17 

Sha’ban 1442H). 




