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1. General 

 

1.1. Arab Sea Information Systems Company – A Saudi joint stock company - (the "company") incorporated in 

accordance with the Saudi Companies Law under Ministerial Resolution No. (128 / M) dated 14/4/1429H 

corresponding to 20/4/2008, under which the announcement of the conversion  of the Arab Sea Information 

Systems Company from a limited liability company to a Saudi joint stock company. It is registered in the 

Commercial Registration in Riyadh under No. 1010169116 and dated 27/6/1422 H corresponding to (15/9/2001), 

valid until 26/6/1447 H corresponding to 17/12/2025 - and the address of the head office is Riyadh City PO Box: 

40268 Postal Code: 11499. 

 

On April 12, 2020, the company's shares were listed in the main market after the Capital Market Authority approved 

the transfer request from the parallel market "Nomu" to the main market submitted on March 17, 2020 through the 

automated system. 

The financial statements include the company’s accounts and its following branches   

 

Name of the branch  City CR No. Date  

    

Network Solutions Branch of the Arab Sea 
Information Systems Company Riyadh  

  

Arab Sea Information Systems Company Buraidah 4404264564 3/8/1439H 

Arab Sea Information Systems Company Khobar 2024224210 3/8/1439H 

Arab Sea Information Systems Company Tabouk 0220420006 3/8/1439H 

Arab Sea Information Systems Company Jeddah 1000254412 3/8/1439H 

Arab Sea Information Systems Company Khamais Mushait 2522006311 3/8/1439H 

Arab Sea Training Center Riyadh 4040331406 8/3/1442H 

Arab Sea Information Systems Company  Dubai Branch - UAE 1383041 - 
 

1.3.  Main activities practiced by the company and its Branches 

 

The company's is engaged in  reproduction of ready-made computer programs (software) network extensions, 

installation and extension of computer and communication networks, retail sale of computers and their accessories 

including (printers and their inks), retail software, design and programming of special software. 

 

1.4.  The company's fiscal year starts first of January and ends at the end of December of each calendar year, 

and the condensed interim financial statements presented for the period started from January1, 2021 until March 

31,2021.  

 

2.  Basis of preparation 

 

2.1.  Statement of compliance 

 

These condensed interim financial statements prepared in accordance with International Accounting Standard - 

IAS 34 “Interim Financial Reporting as adopted in the Kingdom of Saudi Arabia and ‎other standards 

and ‎pronouncements that are issued by SOCPA. 

 

These condensed interim financial statements do not include all the information and explanations required in the 

annual financial statements, so they should be read in conjunction with the annual financial statements of the 

company for the year ended December 31, 2020. 
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2.  Basis of preparation…(continued) 

 

2.2.  Basis of measurement 

 

The condensed interim financial statements have been prepared in accordance with the accrual basis of 

accounting and the going concern concept, and on the basis of the historical cost principle except for financial 

assets that are measured at fair value and financial liabilities that are measured at the present value of future 

liabilities projections using the projected unit credit method. 

 

2.3.  Functional and presentation currency 

 

These condensed interim financial statements are presented in Saudi Arabian Riyals (“SR”) which is the functional 

and presentation currency of the company.  

 

2.4.  Use of judgments, estimates and assumptions 

 

The preparation of these financial statements requires management to make judgment, estimates and assumptions 

that affect the reported amounts of assets, liabilities, revenue, expenses and disclosures of contingent liabilities at 

the reporting date. Although these estimates are based on the best current information and indicators available to 

management, the final actual results may differ from these estimates. 

 

These estimates and assumptions are reviewed on an ongoing basis, and the effects arising from adjustment of the 

accounting estimates are recognized in the period in which such adjustment is made and the subsequent periods.  

 

In particular, assumptions and estimates are represented in the future periods in which this amendment that would 

be affected.  

 

The significant judgments made by management when applying the company's accounting policies and the 

significant sources of estimation uncertainties were the same as those applied to the financial statements for the 

year ended December 31, 2020. 

 

3.   Most significant accounting policies adopted 

 

The accounting policies applied to these condensed interim financial statements are the same as those applied to 

the financial statements for the year ended December 31, 2020 

 

4.   Changes in significant accounting policies, new standards, and amendments to standards and 

interpretations 

 

There are no new standards that have been applied, however, a number of amendments to the standards are in 

effect as of January 01, 2021, which were explained in the annual financial statements of the company, but do not 

have a material impact on the interim condensed financial statements of the company. 

 

5.  Property and equipment – net  

 

During the three-month period ended March 31, 2021, the company purchased property and equipment at a cost of 

SR 40,677 (the three-months period ended March 31, 2020: SR 25,246). 
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6.  Intangible assets – net   

 

Software and applications  

 31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

Cost    

Balance at beginning of the period/year 210,412,322  210,352,322 

Additions during the period/year -  30,000 

Balance at end of the period/year 204,702,155  204,702,155 

(Less) accumulated amortization    

Balance at beginning of the period/year 66,440,504  55,023,245 

Amortization during the period/year 2,614,602  44,144,346 

Balance at end of the period/year 642,765,702  77,771,617 

(Less) accumulated impairment     

Balance at beginning of the period/year 44,340,000  3,340,000 

Impairment during the period/year -  2,000,000 

Balance at end of the period/year 66,174,444  66,174,444 

Net book value as at end of the period/year 621,151,761  627,276,666 

 

The company carried out a study to assess the impairment of intangible assets as on December 31, 2020 and used 

in that study the office of Ahmed Muhammad Abdullah Al-Faraj to evaluate the economic entities (accredited 

evaluator license No. 4112000053 in the Saudi Authority for Accredited Valuers). The evaluation has focused on 

the assumptions that related with the volume of future sales, prices, growth rates, discount rates and other related 

factors. The results of these assumptions largely depended on the success of future operations according to 

impairment. This evaluation resulted in an estimate of intangible assets as at December 31, 2020 by an amount of 

SR 127, 5 million based on the management's estimates and the realization of its plans in the future based on the 

outcome of the evaluation of the on the present value method of future cash flows, with an impairment of SR 7.4 

million of intangible assets. The company decided to impair the  intangible assets by an amount of SR 5 million as 

it is closer to the average estimate of the approved evaluator of the impairment, which estimated its extent within 

the study (from zero to SR 14.8 million), and the company evaluates the impairment of intangible assets on an 

annual basis. 

  

7.  Prepaid expenses and other receivable balances 

 

 31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

    

Deposit to incorporate a subsidiary * 4,220,000  4,220,000 

Employees’ advances and imprest 100,350  113,062 

Advances to suppliers 250,246  2,022 

Prepaid expenses 413,322  04,024 

Margin for Letters of Guarantee  45,646  5,006 

 2,621,641  6,701,777 

 

* On 09/17/2020, the approval of the Board of Directors of the Arab Sea Information Systems Company issued to 

start incorporating  a limited liability company based in Riyadh specialized in digital payments wholly owned by the 

Arab Sea Information Systems Company, after obtaining the necessary approvals from the regulatory and 

concerned authorities, and dated 13 December 2020, an amount of SR 1,250,000 has been deposited under a 

bank account in the name of Arab Sea Financial Company - with limited liability - and represents a quarter of the 

share capital specified for the incorporation of the company and the legal formalities are being completed. 
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8.  Share capital  

 31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

    

Balance at end of the year 100,000,000  100,000,000 

 

The company’s share capital is SR 100, 000,000 divided into 10,000,000 shares with a par value of SR10 per 

share. There were no changes in the share capital during the current financial period. 

 

9.  Employees’ defined benefits obligations  

 

The company provides a specific plan to reward the end of service for its employees in accordance with the 

requirements of the labor law in the Kingdom of Saudi Arabia, and the payments under the plan are based on 

salaries, final allowances for employees and their accumulated years of service on the date of termination of their 

work. Employee benefit plans are unfunded plans that meet the company's benefit payment obligations as they fall 

due, and the movement during the period is as follows: 

 

 31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

    

Balance at beginning of the period/year  0,334,344  0,241,000 

Cost of current service  424,220  162,000 

Cost of interest 26,220  404,000 

Charged to profits and losses  423,200  260,000 

Paid during the period /year (2,542)   (44,061)  

Actuarial profits charged to other comprehensive income  -  (425,202)  

Balance at end of the period /year 1,626,151  1,117,176 

 

The company carried out future actuarial study for employees’ defined benefits obligations at December 31, 2020 

and recognized the impact of that study. The company's management did not conduct an actuarial evaluation of 

employee benefit obligations during the three-month period ended March 31, 2021, as it expects that there will be 

no significant changes in the present value of the obligations. 
 

 

10.  Transactions with related parties 

 

10.1.  Due to related parties  

Related party Nature of relationship 

31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

     

Shareholders current account  Board of directors’ members  1,219,838  1,199,237 

 

10.2.  Significant transactions with related parties 

 

Transactions with related parties represent entitlements and Board of Director’s members’ remunerations that 

approved in accordance with the minutes of the general assembly.   
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11.  Provision for zakat  

 

11.1.  Movement in provision for zakat 

 31/3/2021 

(unaudited) 

 31/12/2020 

(audited) 

    

Balance at beginning of the period/year  0,611,045  4,435,001 

Differences of zakat assessments during the period /year -  4,511,124 

Paid during the period /year (4,462,054)  (260,426) 

Provided during the period /year 421,304  324,362 

Balance at end of the period /year 2,741,212  1,700,466 

 

11.2.  Zakat status 

 

The company obtained a Zakat assessment until 2018 and dated 07/07/1442H corresponding to 01/03/2021 it 

obtained the approval of the General Authority for Zakat and Income to pay the remaining unpaid zakat payables of 

SR 2,552,325.61 in 6 monthly installments in the amount of SR 425,387, the first installment starts on 03/18/2021. 

 

The company submitted its zakat returns until the year ended December 31, 2020, and obtained a certificate valid 

until April 30, 2022.   

 

12.   (Loss) per share: 

‎ 

Basic and diluted (loss) earnings per share were calculated of net (loss)for the period attributable to shareholders 

amounting to SR (353,143) (2020: SR (1,725,672) divided by weighted average number of issued shares 

amounting to 10,000,000share (2020: 10,000,000share) and the diluted (loss) earnings per share) was equal to the 

basic (loss) per share.  

 

13.  Segmentation information 

 

The company's products originate in the Kingdom of Saudi Arabia, and it has only two sectors, namely, the 

computer programs and applications sector, and the computer hardware sector. 

Neither sector has realized the limits stated in IFRS 8 "Operating segments” for the disclosure of their information. 

 

Geographical distribution of sales 

 

The company conducts its operations in the Kingdom of Saudi Arabia, which is the main local market, and it markets 

its products in the United Arab Emirates through a branch in Dubai and there are no other geographical sectors other 

than that, and the company seeks to open new markets for its products outside the Kingdom of Saudi Arabia through 

agents for it in many countries, the most important of which are Egypt, Yemen, Sudan and India. 

 

The following is a summary of the geographical distribution of sales for the period ended March 31, 2021 

(compared to the period ended March31, 2020). 

 

 Period from 

1/1/2021 to 

31/3/2021 

(unaudited) 

 Period from 

1/1/2020 to 

31/3/2020 

(unaudited) 

    

Local sales (Inside the Kingdom of Saudi Arabia)     8,865,988  6,446,016 

Sales (Outside the Kingdom of Saudi Arabia):    

Dubai branch  -  13,000 

 8,865,988  6,459,016 
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14.  Financial instruments and risk management  

 

The company's activities are considered exposed to various financial risks and these risks include: liquidity risk, 

credit risk and market risk, which consists of (currency risk, fair value risk, cash flows to commission rate and price 

risk). The company's overall risk management program focuses on unexpected financial market fluctuations and 

seeks for the possibility of minimizing potential negative impacts on the company's financial performance to a 

minimum limit. 

 

The company's financial instruments consist of financial assets and they represent (cash and cash equivalents, 

trade receivables, and other receivables) and financial liabilities represent (trade payables and other payables) and 

the risks include: 

 

14.1.  Liquidity risk 

 

Liquidity risk is the risk that an entity will encounter difficulty in securing the funds necessary to meet its obligations 

related with financial instruments. Liquidity risk may result from the inability to sell a financial asset quickly at an 

amount approximate to its fair value. The company manages liquidity risk and monitors it on a regular basis to 

ensure that sufficient cash funds are available through bank facilities available to meet any future obligations. 

 

The company's sales terms stipulate that payments are made in cash upon delivery of products or on a credit sale 

basis, according to credit terms, in which the payment period usually ranges between 30 to 60 days. 

 

All current liabilities are expected to be paid within 12 months from the date of the financial statements. Trade 

payables are usually paid within 30 to 60 days from the date of purchase. 

 

14.2.  Credit risk 

 

Credit risk is the risk of financial loss that falls on the company as a result of the failure of the client or counterparty 

in a financial instrument to fulfill its contractual obligations. These risks arise mainly from cash at banks and 

receivables. The company limits its credit risk related to these receivables by setting credit limits. For each client, 

the outstanding receivables are monitored according to specific policies and procedures. Cash is also deposited at 

banks with a high credit rating. 

 

14.3.  Market risk 

 

Market risk is the risk of fluctuation in a financial instrument due to changes in prices prevailing in the market such 

as foreign exchange rates, interest rates, and stock prices, which affect the company's income or the value of 

financial instruments it owns. The objective of market risk management is to manage and control market risk 

exposures within acceptable limits while maximizing returns. 

 

The market risks that the company is exposed to represent the followings: 

 

Currency risk 

 

The risk of change in the value of financial instruments due to changes in foreign exchange rates, which affects 

payments and receipts in foreign currencies, as well as the valuation of assets and liabilities in foreign currencies. 

 

The company is subject to risks of fluctuations in foreign exchange rates during its normal business cycle, and the 

management continuously monitors changes in foreign exchange rates and manages the impact on the financial 

statements. 
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14.  Financial instruments and risk management…(continued) 

 

Fair value risk 
 

Fair value is the value at which an asset is exchanged or a liability settled between willing and acknowledged 

parties to deal on the same terms and principles as in dealing with other parties. Since the company’s financial 

statements are prepared on the basis of the historical cost method, differences may result between the book value 

and the fair value estimates. In the opinion of the management, the fair value of the group’s financial assets and 

liabilities approximates its carried forward balances. 

 

Interest rate risk (commissions) 
 

Interest rate risk (commissions) is the risk related to the effects of fluctuations in market interest rates 

(commissions) on the company financial position and cash flows. 

 

Commodity price risk 
 

Commodity price risk is the risk associated with changes in the prices of certain commodities to which the company 

is exposed to by unfavorable effect on the costs and cash flows.  These risks arise in basic commodity prices from 

the expected purchases of some commodities and services that are expected to be obtained by the company. 

 

15.  Comparative figures 
 

Certain comparative figures for the previous period have been reclassified to conform to the presentation of the 

financial statements for this period 

 

16.  Significant events 
 

At the beginning of the year 2020, the novel Corona pandemic (Covid-19) spread, causing disruption to business 

and economic activities around the world, including the Kingdom of Saudi Arabia, and the Kingdom took many 

precautionary measures to confront all the negative consequences of that pandemic. The extent of the impact of 

the Corona pandemic on the company's business, operations and financial results is something the management 

believes, but the amounts are not specific and depend on many factors and future developments. 
 

This required the company's management to reassess the main assumptions, estimates and sources applicable to 

the company's financial statements for the year ended December 31, 2020, and the condensed interim financial 

statements for the period ended March 31, 2021. 
 

During the period, and with the discovery of vaccines for this pandemic and the decline of the effects resulting from 

that pandemic, the management evaluated all effects on the operations and activities of the company, and based 

on this evaluation, there was no need to make substantial adjustments in the condensed interim financial 

statements for the period ended March 31, 2021, however,  In view of the current uncertainty, any future change in 

assumptions and estimates results may arise thereof , that require substantial adjustments to the carrying values of 

assets and / or liabilities in future periods. In view of the rapid development of the current situation with the 

existence of uncertainty about the future, management will continue to evaluate the impact based on future 

developments. 

 

17.  Subsequent events to the date of the financial statements  

 

The management believes that there are no other significant subsequent events from the condensed interim 

statement of financial position date at March 31, 2021 until the date of approval of these condensed interim 

financial statements that may have a material impact on the financial position as shown in these condensed interim 

financial statements. 

 

18.  Approval of the condensed interim financial statements  

 

These condensed interim financial statements for the period ended 31 March, 2021, were approved by the Board 

of Directors on xxx 2021(corresponding to xxx 1442H) 
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