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Independent auditor’s report on review of condensed 

consolidated interim financial statements 
To the Shareholders of United International Transportation Company   

Introduction   

We have reviewed the accompanying 31 March 2023 condensed consolidated interim financial statements 
of United International Transportation Company (“the Company”) and its subsidiaries (“the Group”) which 
comprises: 
 
• the condensed consolidated statement of profit or loss and other comprehensive income for the 

three-month periods ended 31 March 2023; 
• the condensed consolidated statement of financial position as at 31 March 2023; 
• the condensed consolidated statement of changes in equity for the three-month periods ended 31 

March 2023; 
• the condensed consolidated statement of cash flows for the three-month periods ended 31 March 

2023; and 
• the notes to the condensed consolidated interim financial statements. 
 
Management is responsible for the preparation and presentation of these condensed consolidated 
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 
consolidated 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. 



kpmg 
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Independent auditor’s report on review of condensed 

consolidated interim financial statements 
To the Shareholders of United International Transportation Company (continued)

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 
31 March 2023 condensed consolidated interim financial statements of United International Transportation 
Company and its subsidiaries 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, 23 May 2023 
Corresponding to 3 Dhul Qadah 1444H 
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1 CORPORATE INFORMATION 
 
United International Transportation Company ("the Parent Company") is a Saudi Joint Stock Company 
registered in Jeddah, Kingdom of Saudi Arabia, under Commercial Registration No. 4030017038 dated 
7 Shabaan 1428H (corresponding to 20 August 2007).  
 
The principal activities of the Parent Company are leasing, rental of vehicles and used car sales under the 
commercial name of “Budget Rent a Car” as per the license No. 0202000400 issued by the Ministry of 
Transportation in the Kingdom of Saudi Arabia. The Parent Company was listed on Saudi Stock 
Exchange on 1 September 2007. 
 
The Parent Company’s registered office is located at the following address: 
 
6695 King Abdul Aziz Road, Al Basatin Dist. 
Unit No. 92 
Jeddah 23719-4327, 
Kingdom of Saudi Arabia. 
 
As at the reporting date, the Parent Company has two subsidiaries, namely Aljozoor Alrasekha Trucking 
Company Limited - A Single Owner Company and Unitrans Infotech Services India Private Limited (the 
“subsidiaries” and collectively with the Parent Company referred to as the “Group”). 
 
As at the reporting date, the Parent Company owns 100% of the issued capital of; 
 
- Aljozoor Alrasekha Trucking Company Limited - A Single Owner Company (the “subsidiary” or 

“Rahaal”). Rahaal is a limited liability company incorporated in Saudi Arabia and engaged in the 
business of leasing and rental of heavy vehicles and equipment and trading in heavy vehicles and 
equipment and spare parts, as per commercial registration.  
 

- Unitrans Infotech Services India Private Limited, a limited liability company incorporated in India 
and engaged in Software publishing, consultancy and supply software, operating systems software, 
business & other applications software, computer games software for all platforms. The subsidiary 
did not have any operations during 31 March 2023 and 31 December 2022.  
 

The following are the details of the associate: 
 
Name Principal field of activities % of capital held 

  31 March 
2023 

31 December 
2022 

    
Tranzlease Holdings India Private 
Limited 

Operating lease of motor 
vehicles 32.99% 32.99% 

 
Tranzlease Holdings India Private Limited 
 
As Tranzlease Holdings India Private Limited has incurred losses in previous years, the management ha`s 
impaired the entire investment. As at 31 March 2023 the investment is carried at SR NIL (31 December 
2022: SR NIL). 
 
The associate had no contingent liabilities or capital commitments at 31 March 2023 or 31 December 
2022. When necessary, adjustments are made to the financial statements of subsidiaries to bring their 
accounting policies in line with the Group’s accounting policies. 
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2 BASIS OF PREPARATION 
 
2.1 Statement of compliance 
 
These condensed consolidated interim financial statements have been prepared in accordance with the 
International Accounting Standard 34, “Interim Financial Reporting” (“IAS 34”) as endorsed in the 
Kingdom of Saudi Arabia (“KSA”) and other standards and pronouncements that are issued by the Saudi 
Organization for Chartered and Professional Accountants (“SOCPA”) (collectively referred to as “IFRS 
as endorsed in KSA”). 
 
These condensed consolidated interim financial statements do not include all the information and 
disclosures required in the full set of annual consolidated financial statements. They should be read in 
conjunction with the Group’s annual consolidated financial statements for the year ended 31 December 
2022. However, selected explanatory notes are included to explain events and transactions that are 
significant to an understanding of the changes in the Group’s financial position and performance since 
the last annual financial statements. In addition, results for the interim period ended 31 March 2023 are 
not necessarily indicative of the results that may be expected for the financial year ending 31 December 
2023. 
 
2.2 Basis of measurement 
 
The condensed consolidated interim financial statements are prepared under the historical cost 
convention using the accruals basis of accounting and going concern concept, unless otherwise stated. 
 
2.3 Functional and presentation currency 
 
The condensed consolidated interim financial statements are presented in Saudi Arabian Riyals (SR), 
which is the Group’s functional currency and Group’s presentation currency. All financial information 
presented in SR has been rounded off to the nearest thousand (SR’000), unless otherwise stated. 
 
2.4 Significant accounting judgements, estimates, and assumptions 
 
The preparation of the Group’s condensed consolidated interim financial statements requires 
management to make judgements, estimates, and assumptions that affect the reported amounts of 
revenues, expenses, assets and liabilities, and the accompanying disclosures and the disclosure of 
contingent liabilities.  
 
The significant judgments made by management in applying the Group's accounting policies and the 
methods of computation and the key sources of estimation are the same as those that applied to the 
consolidated financial statements for the year ended 31 December 2022, except for the following 
regarding the useful lives of property and equipment. However, in view of the current uncertainty, any 
future change in the assumptions and estimates could result in outcomes that could require a material 
adjustment to the carrying amounts of the assets or liabilities affected in the future periods. 
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2 BASIS OF PREPARATION (continued) 
 
2.4 Significant accounting judgements, estimates, and assumptions (continued) 
 
Revision in useful lives of property and equipment 
 
The Group's management determines the estimated useful lives of its property and equipment for 
calculating depreciation. These estimates are determined after considering the expected usage of the 
assets or physical wear and tear. Management reviews the residual value and useful lives annually and 
future depreciation charges would be adjusted where the management believes the useful lives differ from 
previous estimates. 
 
During the three-month periods ended 31 March 2023, the Group performed a technical review to perform 
an assessment of the useful lives of vehicles and residual values. Accordingly, the estimated useful lives 
of vehicles have been revised by the Group as follows: 
 

 Upto 31 
December 2022 

Effective 1 
January 2023 

 Years 
   

Lease Vehicles 4.23 4.42 
Rental Vehicles 2.78 2.92 
   

The change in estimated useful lives has resulted in a decrease in depreciation expenses and an increase 
in the cost of sales of vehicles. The net impact of the adjustment amounts to SR 15.97 million on the cost 
of revenue for the period ended 31 March 2023. The effect of change in estimate in future periods is 
impracticable to determine. 
 
3  SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies applied in the preparation of the condensed consolidated interim financial 
statements are consistent with those followed in the preparation of the Group’s annual consolidated 
financial statements for the year ended 31 December 2022, except for the adoption of amendments and 
interpretations effective as of 1 January 2023, as mentioned in note 16. The Group has not early adopted 
any standard, interpretation, or amendment that has been issued but is not yet effective. 
 
4 ZAKAT AND TAX 
 
Zakat and tax expense for the period was SR 1.8 million. There was no change in the status of zakat and 
tax assessments of the Parent Company and its subsidiaries from the consolidated financial statements 
for the year ended 31 December 2022 except for the below: 
 
The Parent Company 
 
The Parent Company has filed its Zakat returns for all years up to December 31, 2022 and settled its zakat 
liabilities accordingly. Furthermore, the company has filed its Withholding tax (WHT) returns till 
December 2022 and settled its WHT liabilities accordingly. 
 
The Zakat, Tax and Customs Authority (ZATCA) had issued a final assessment up to the year 2020.   
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4 ZAKAT AND TAX (continued) 
 
Subsidiary- Aljozoor Alrasekha Trucking Company Limited (Rahaal) 
 
The Company filed its zakat returns (self-assessment) for all the years starting from 31 December 2018, 
under the consolidated zakat return.  Prior to filing the consolidated zakat returns, Rahaal had filed the 
separate zakat returns up to the financial year ended 31 December 2017. 
 
The Zakat, Tax and Customs Authority (ZATCA) had issued a final assessment up to the year ended 
December 31, 2016. ZATCA has so far not issued final assessment for the year ended 31 December 2017, 
filed under standalone zakat return. 
 
Subsidiary- Unitrans Infotech Services India Private Limited 
 
The subsidiary has filed an application for the settlement of all pending assessments up to 31 March 2020 
with the Income Tax Department of India, and payment has also been made during 2020 in this regard. 
However, the final order from the Tax Authorities is still awaited. 
 
The zakat and tax expense for the period is as follows 
 
 For the three-

month periods 
ended 31 

March 
2023 

For the three-
month periods 

ended 31 March 
2022 

 SR’000 SR’000 
 (Unaudited) (Unaudited) 
   

Zakat expenses during the period 1,780 2,511 
 
The movement in the zakat provision for the period / year is as follows: 
 
 For the three-

month periods 
ended 31 

March 
2023 

 For the year 
ended 31 

December 
2022 

 SR’000 SR’000 
 (Unaudited) (Audited) 
   

At the beginning of the period / year 7,987 7,932 
Provided during the period / year 1,780 6,926 
Paid during the period / year -- (6,871) 
   

At the end of the period / year 9,767 7,987 
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5 EARNINGS PER SHARE (EPS) 
 
Basic EPS is calculated by dividing the profit for the period attributable to equity holders of the Parent 
Company by the weighted average number of shares outstanding during the period. The calculation of 
diluted earnings per share (‘EPS’) is not applicable to the Group. Also, no separate earning per share 
calculation from continuing operations has been presented since there were no discontinued operations 
during the period. 
 
The EPS calculation is given below: 

 For the three-month  
periods ended 31 March  

 (Unaudited) (Unaudited) 
 2023 2022 
   

Net profit attributable to equity holders of the Parent (SR’000) 69,318 60,272 
   

Weighted average number of shares for basic and diluted EPS 
(‘000) 71,167 71,167 

   
Earnings per share (in Saudi Riyals) 0.97 0.85 
 
6 PROPERTY AND EQUIPMENT 
 

 
7      RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 
 

The Group has lease contracts (leases as a lessee) for leasehold buildings (i.e., workshops, 
accommodations, and locations). Leasehold buildings have lease terms between 2 to 10 years. The 
Group’s obligations under its leases are secured by the lessor’s title to the leased assets. 
  
The Group also has certain leases of accommodation buildings with lease terms of 12 months or less and 
leases of office equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-
value assets’ recognition exemptions for these leases. 
  

 For the three-month periods 
ended 31 March 2023 

 For the year ended 
31 December 2022 

 (Unaudited)  (Audited) 
 Vehicles Others Total  Vehicles Others Total 
 SR’000 SR’000 SR’000  SR’000 SR’000 SR’000 
        
Opening net book value 1,982,607 148,187 2,130,794  1,387,938 143,183 1,531,121 
Additions during the period 
/ year 229,883 2,529 232,412  1,030,853 11,176 1,042,029 
Transfer of vehicles to 
inventories during the 
period / year (69,374) -- (69,374)  (195,897) -- (195,897) 
Depreciation charge for the 
period / year (62,732) (2,036) (64,768)  (240,287) (6,172) (246,459) 
        
Closing net book value  2,080,384 148,680 2,229,064  1,982,607 148,187 2,130,794 
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7      RIGHT-OF-USE ASSETS AND LEASE LIABILITIES (continued) 
 
 For the three-month periods 

 ended 31 March 2023 
For the year ended 
31 December 2022 

 (Unaudited) (Audited) 
 Right-of-use 

assets 
Lease 

liabilities 
Right-of-use 

assets 
Lease 

liabilities 
 SR’000 SR’000 SR’000 SR’000 
     
Opening balances 81,141 72,278 28,272 25,513 
Additions made during the period / year 16,142 16,142 70,070 70,070 
Terminations during the period / year (586) (610) (447) (450) 
Depreciation expense for the period / year (6,362) -- (16,754) -- 
Accretion of interest -- 983 -- 2,295 
Gross payments -- (5,110) -- (25,150) 
Principal portion of payments -- (4,127) -- (22,855) 
     
Closing balances  90,335 83,683 81,141 72,278 

 
 
 

 
For the year ended 
31 December 2022 

  (Audited) 
   31 March 

2023 
31 December 

2022 
   SR’000 SR’000 
   (Unaudited) (Audited) 
     
Lease liabilities - current portion   25,303 29,609 
     
Lease liabilities - non-current portion   58,380 42,669 
     

 
8  SHARE CAPITAL 
 
At 31 March 2023, the Parent Company’s authorized, issued, and paid-up share capital of SR 711.67 
million (31 December 2022: SR 711.67 million) consists of 71.167 million (31 December 2022: 71.167 
million) fully paid shares of SR 10 each. 
 
The Board of Directors, in its meeting held on 23 February 2023, proposed a final cash dividend of SR 
106.75 million (representing SR 1.50 per share) for the year ending 31 December 2022. 
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9     BANK BORROWINGS 
 
 For the three-

month periods 
ended 31 

March 
2023 

 For the year 
ended 31 

December 
2022 

 SR’000 SR’000 
  (Unaudited) (Audited) 
   

Opening balance 372,044 -- 
Drawdown during the period/year 135,000 463,000 
Repayment during the period/year  (61,729) (90,956) 
Closing balance 445,315 372,044 
   

Gross debt 445,315 372,044 
Less: current portion (221,113) (209,858) 
Non-current portion 224,202 162,186 
 
Group’s bank borrowings consist of long-term bank debts under different Islamic Finance Product with 
commercial banks in the Kingdom of Saudi Arabia. Such debt bear financing charges at the prevailing 
market rates ranges from 4.11% to 6.78% at the time of entering into the debt contracts. These loans are 
secured by demand promissory notes. The loan agreements include covenants which, among other things, 
require certain financial ratios to be maintained. The bank borrowings are repayable in monthly variable 
instalments, with the last instalment payable on 15 February 2026.
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10  RELATED PARTY TRANSACTIONS AND BALANCES  
 

 The Group, in the normal course of business, enters into transactions with other entities that fall within the definition of a related party contained in 
International Accounting Standard 24. Related parties represent major shareholders, directors, and key management personnel of the Group and entities 
controlled, jointly controlled, or significantly influenced by such parties. The transactions with related parties are made at approved contractual terms.  

 
a) The significant transactions and the related amounts are as follows:  

 

 
The balances due are included in accrued expenses and other liabilities in the condensed consolidated statement of the financial position. 
 

 
  
 

Related party Nature of relationship Nature of transactions Amounts of transactions 
   31 March 

2023 
31 March 

2022 
   SR’000 SR’000 
   (Unaudited) (Unaudited) 
     
Key management personnel Employees Short term benefits 3,473 3,252 
  Long term benefits 6,819 5,699 
     
Board of Directors’  Board of Directors’ Board of Directors’ remuneration 751 751 
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11  CONTINGENCIES AND COMMITMENTS 

In addition to the contingencies disclosed in note 4, at 31 March 2023, the Group has outstanding letters 
of guarantee amounting to SR 28.54 million (31 December 2022: SR 21.8 million) issued by the banks 
in Saudi Arabia on behalf of the Group in the ordinary course of business. 

12 SEGMENTAL INFORMATION 

The Group has three reportable segments, as described below, which are the Group’s strategic business 
units. The strategic business units offer different products and services and are managed separately 
because they require different marketing strategies. The Group’s Chairman, President and Group Chief 
Executive, Director of Corporate Affairs, Director of Operations (DOO), and Group Chief Financial 
Officer (GCFO) monitor the results of the Group’s operations for the purpose of making decisions about 
resource allocation and performance assessment. They are collectively the chief operating decision 
makers (CODM) for the Group. 

For each of the strategic business units, the CODM reviews internal management reports on at least a 
quarterly basis. The following summary describes the operations in each of the Group’s reportable 
segments: 

• Lease segment – represents cars leased out to customers under medium to longer-term rental
arrangements

• Rental segment – represents cars leased out to customers under short-term rental arrangements
• Others – represents inventories, other assets and liabilities, and related income & expense for items

not classified under lease and rental segments.
No operating segments have been aggregated to form the above reportable operating segments. 

Segment results that are reported to CODM include items directly attributable to a segment as well as 
those that can be allocated on a reasonable basis. 

Information regarding the results of each reportable segment is included below. Performance is measured 
based on segment revenues, as included in the internal management reports that are reviewed by the 
CODM. There is no inter-segment revenue reported during the period.  

The following table presents segment information for the period ended 31 March: 

For the three-month periods ended 
Particulars Lease Rental Others Total 

31 March 
2023 

31 March 
2022 

31 March 
2023 

31 March 
2022 

31 March 
2023 

31 March 
2022 

31 March 
2023 

31 March 
2022 

(Unaudited) (Unaudited) (Unaudited) (Unaudited) 
SR’000 SR’000 SR’000 SR’000 SR’000 SR’000 SR’000 SR’000 

Revenue - 
external 
customers 137,789 117,117 84,075 57,474 76,841 73,709 298,705 248,300 
Depreciation of 
vehicles (39,769) (37,773) (22,963) (14,157) -- -- (62,732) (51,930) 

Segment profit 98,020 79,344 61,112 43,317 76,841 73,709 235,973 196,370 
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12 SEGMENTAL INFORMATION (continued) 
 
Unallocated income / (expenses): 
 
 31 March 

2023 
31 March  

2022 
 (Unaudited) (Unaudited) 
   
Cost of revenue (131,967) (109,495) 
Other income-net 7,402 6,681 
Selling and marketing expenses (13,137) (11,844) 
General and administrative expenses (19,291) (17,582) 
Impairment loss on trade receivables (1,126) -- 
Finance costs-net (6,756) (1,347) 
   
Net profit before zakat and tax 71,098 62,783 

 
Details of segment assets and liabilities is given below: 
 

 
Capital expenditure consists of additions of property and equipment and intangible assets. 
 
Finance income and costs, and gains and losses on financial assets are not allocated to individual segments 
as the underlying instruments are managed on a group basis. Zakat & tax and financial assets and 
liabilities are not allocated to those segments as they are also managed on the Group basis. 
 
13 FAIR VALUE OF ASSETS AND 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. The fair value measurement is based 
on the presumption that the transaction to sell the asset or transfer the liability takes place either: 
 
• In the principal market for the asset or liability; or  
• In the absence of a principal market, in the most advantageous market for the asset or liability  
 
The principal or the most advantageous market must be accessible by the Group.  
 
The fair value of an asset or a liability is measured using the assumptions that market participants would 
use when pricing the asset or liability, assuming that market participants act in their economic best 
interest. A fair value measurement of a non-financial asset takes into account a market participant's ability 
to generate economic benefits by using the asset in its highest and best use or by selling it to another 
market participant that would use the asset in its highest and best use. 
  

Particulars Allocated Unallocated  
 Lease Rental Others Total 
  SR’000 SR’000 SR’000 SR’000 
31 March 2023 (Unaudited)     
Segment assets 1,383,119   697,265 593,197 2,673,581 
Segment liabilities -- -- 879,724   879,724   
     
31 December 2022 (Audited)     
     
Segment assets 1,324,800 657,807 537,500 2,520,107 
Segment liabilities -- -- 795,568 795,568 
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13  FAIR VALUE OF ASSETS AND LIABILITIES (continued) 
 
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient 
data are available to measure fair value, maximising the use of relevant observable inputs and minimising 
the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole:  
 
• Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities  
• Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is directly or indirectly observable  
• Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is unobservable. 
 
If the inputs used to measure the fair value of an asset or liability falls into different levels of the fair 
value hierarchy, then the fair value measurement is categorized in its entirety in the same level of the fair 
value hierarchy as the lowest input level that is significant to the entire measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting 
period during which the change has occurred.   
 
The fair values of financial instruments are not materially different from their carrying values. 
 

 Level 1 Level 2 Level 3 Total 
31 March 2023 (Unaudited) SR’000 SR’000 SR’000 SR’000 
Investments at FVOCI     
- Investment -- -- 15,000 15,000 

     
31 December 2022 (Audited)     
Investments at FVOCI     
- Investment -- -- 15,000 15,000 
 
There were no transfers between levels of the fair value hierarchy during the period ended 31 March 2023 
and for the year ended 31 December 2022. Additionally, there were no changes in the valuation 
techniques. 
 
The following methods and assumptions were used to estimate the fair values:  
 
The fair value of the 'Investment at fair value through other comprehensive income has been estimated 
using a Discounted Cash Flow model (DCF). The valuation requires management to make certain 
assumptions about the model inputs, including forecast cash flows, the discount rate, and volatility.  The 
probabilities of the various estimates within the range can be reasonably assessed and are used in 
management's estimate of fair value for this investment.  
 
Description of significant unobservable inputs to valuation: 
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13  FAIR VALUE OF ASSETS AND LIABILITIES (continued) 
 
The significant unobservable inputs used in the fair value measurement categorized within Level 3 of the 
fair value hierarchy, together with a quantitative sensitivity analysis as at 31 March 2023 are shown 
below: 
 

31 March 2023 (unaudited) 
 
 
Item 

 
Valuation 
Technique 

Significant 
Unobservable 

input 

 
Input 
Used 

 
Sensitivity  

of the input to fair value 
 
 

Investment at 
fair 
value through 
other 
comprehensive 
income 

 
 
 
 

DCF 
Method 

 
 
 

Terminal growth 
rate 

 
 
 

2% 

0.25% increase in the growth rate would 
result in an increase in fair value by SR 0.25 
million. 
 

0.25% decrease in the growth rate would 
result in a decrease in fair value by SR 0.24 
million. 

 
 
 
Weighted average 
cost of capital 

 
 
 

16.1% 

0.25% increase in WACC would result in a 
decrease in fair value by SR 0.22 million.  
 
0.25% decrease in WACC would result in 
an increase in fair value by SR 0.23 million. 

 
31 December 2022 (audited) 
 
 
Item 

 
Valuation 
Technique 

Significant 
Unobservable 

input 

 
Input 
Used 

 
Sensitivity  

of the input to fair value 
 
 
 

Investment at 
fair 
value through 
other 
comprehensive 
income 

 
 
 
 
 

DCF 
Method 

 
 
 

Terminal growth 
rate 

 
 
 

2% 

0.25% increase in the growth rate would 
result in an increase in fair value by SR 0.25 
million. 
 

0.25% decrease in the growth rate would 
result in a decrease in fair value by SR 0.24 
million. 

 
 
 
Weighted average 
cost of capital 

 
 
 

16.1% 

0.25% increase in WACC would result in a 
decrease in fair value by SR 0.22 million.  
 
0.25% decrease in WACC would result in 
an increase in fair value by SR 0.23 million. 

 
The following table shows the carrying amounts and fair values of financial assets and financial liabilities, 
it does not include fair value information for financial assets and financial liabilities not measured at fair 
value if the carrying amount is a reasonable approximation of fair value. 
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13  FAIR VALUE OF ASSETS AND LIABILITIES (continued) 
 
31 March 2023 (Unaudited) Carrying amount 
 
 
 
Description: 

 
 

Amortised 
cost 

Fair value 
through 
profit or 

loss 

Fair value 
through other 
comprehensive 

income 

 
 
 

Total 
 SR’000 SR’000 SR’000 SR’000 

Financial assets not measured at fair value      

Trade receivables   214,622 -- -- 214,622 
Other receivables 7,457 -- -- 7,457 
Cash and cash equivalents 38,693 -- -- 38,693 
     
Financial liabilities not measured at fair value      
Bank borrowings 445,315 -- -- 445,315 
Trade and payables 117,517 -- -- 117,517 
Accrued expenses and other liabilities 93,484 -- -- 93,484 
Lease liabilities 83,683 -- -- 83,683 
 
31 December 2022 (Audited) Carrying amount 
 
 
 
Description: 

 
 

Amortised 
cost 

Fair value 
through 
profit or 

loss 

Fair value 
through other 

comprehensive 
income 

 
 
 

Total 
 SR’000 SR’000 SR’000 SR’000 

Financial assets not measured at fair value      

Trade receivables   193,854 -- -- 193,854 
Other receivables 7,152 -- -- 7,152 
Cash and cash equivalents 21,428 -- -- 21,428 
          
Financial liabilities not measured at fair value      
Bank borrowings 372,044 -- -- 372,044 
Trade and other payables 128,186 -- -- 128,186 
Accrued expenses and other liabilities 103,381 -- -- 103,381 
Lease liabilities 72,278 -- -- 72,278 
 
14 CAPITAL MANAGEMENT 
 
For the purpose of the Group’s capital management, capital includes issued capital, statutory reserve, and 
retained earnings attributable to the equity holders of the Parent Company. The primary objective of the 
Group’s capital management is to maximize the shareholder value. 
 
The Group manages its capital structure and makes adjustments in light of changes in economic 
conditions and the requirements of the financial covenants. To maintain or adjust the capital structure, 
the Group may adjust the dividend payment to shareholders, return capital to shareholders or issue new 
shares. The Group monitors capital using a gearing ratio, which is debt divided by total capital. The 
Group includes within debt, current and non-current portion of borrowings. 
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14 CAPITAL MANAGEMENT (continued) 

In order to achieve this overall objective, the Group’s capital management, amongst other things, aims to 
ensure that it meets financial covenants attached to the borrowings that define capital structure 
requirements. Breaches in meeting the financial covenants would permit the bank to immediately call 
borrowings.  

15 FINANCIAL RISK MANAGEMENT 

The Group’s principal financial liabilities comprise trade and other payables and bank borrowings. The 
main purpose of these financial liabilities is to finance the Group’s operations and to provide guarantees 
to support its operations. The Group’s principal financial assets include trade and other receivables and 
cash and cash equivalents.  

The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risks, 
currency risk and price risk), credit risk and liquidity risk. The Group’s overall risk management program 
focuses on robust liquidity management as well as monitoring of various relevant market variables, 
thereby consistently seeking to minimize potential adverse effects on the Group’s financial performance. 

Risk management framework 
Risk management is carried out by senior management under policies approved by the Board of Directors. 
Senior management identifies, evaluates, and hedges financial risks in close cooperation with the Group’s 
operating units. The most important types of risk are credit risk, currency risk and fair value risk. 

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk 
management framework. The executive management team is responsible for developing and monitoring 
the Group’s risk management policies. The team regularly meets, and any changes and compliance issues 
are reported to the Board of Directors through the audit committee. 

Risk management systems are regularly reviewed by the executive management team to reflect changes 
in market conditions and the Group’s activities. The Group, through its training and management 
standards and procedures, aims to develop a disciplined and constructive control environment in which 
all employees understand their roles and obligations. 

The Audit committee oversees compliance by management with the Group’s risk management policies 
and procedures and reviews the adequacy of the risk management framework for the risks faced by the 
Group. 

Financial instruments carried on the statement of financial position include cash and cash equivalents, 
account receivables, other receivables, accrued and other current liabilities, lease liabilities, trade 
payables and bank borrowings. 

31 March 
2023 

31 December 
2022 

SR’000 SR’000 
(Unaudited) (Audited) 

Total bank borrowings 445,315 372,044 

Share capital 711,667 711,667 
Statutory reserve 224,429 224,429 
Retained earnings 857,924 788,606
Equity   1,794,020 1,724,702

Debt to equity ratio 0.25 0.22 
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15 FINANCIAL RISK MANAGEMENT (continued) 
 
Market risk 
 
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices. Market risk comprises of two types of risk:  
 
• Foreign currency exchange risk,  
• Commission (interest) rate risk 
 
The Group’s overall risk management program focuses on the unpredictability of the financial market and 
seeks to minimize potential adverse effects on the Company’s financial performance. 
 
a) Interest rate risk 
 

Interest rate risk is the exposure to various risks associated with the effect of fluctuations in the 
prevailing interest rates on the Group’s financial position and cash flows. The Group manages the 
interest rate risk by regularly monitoring the interest rate profiles of its interest-bearing financial 
instruments. 
 
The Group’s receivables and payables are not subject to interest rate risk as defined in IFRS 7, since 
neither the carrying amount nor the future cash flows will fluctuate because of a change in market 
interest rates. Hence, the Group is not exposed to fair value interest rate risk. 
 
At the reporting date all borrowings are at a fixed rate, and there is no profit rate sensitivity for the 
year. 

 
b) Foreign currency risk 

 
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Group’s functional and reporting currency is in 
Saudi Arabian Riyals. The Group’s transactions are principally in Saudi Arabian Riyals. Management 
monitors the fluctuations in currency exchange rates and believes that the currency risk is not 
significant. The bulk of the exposure is in USD, and the Saudi Arabian Riyal is pegged at SAR 3.75: 
USD 1. Therefore, the Group is not exposed to any significant foreign currency risk from Saudi 
Arabian Riyals and US Dollar denominated financial instruments. However, the Group has 
investments in foreign associates, whose net assets are exposed to currency translation risk. Currently, 
such exposures are mainly related to exchange rate movements between local currencies against 
Indian Rupees. The Group’s management monitors such fluctuations and manages its effect on the 
condensed consolidated interim financial statements accordingly. As at 31 March 2023, the exposures 
related to foreign associates were not significant.   
 

Other price risk 
 
The risk that the value of a financial instrument will fluctuate as a result of changes in market prices, 
whether those changes are caused by factors specific to the individual instrument or its issuer or factors 
affecting all instruments traded in the market. The Group is not affected by price risk as there are no 
investment of the Group in equity shares or commodities.  
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15 FINANCIAL RISK MANAGEMENT (continued) 

Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and will 
cause the other party to incur a financial loss. The Company is exposed to risk on its trade and other 
receivables and cash at banks. 

Concentration risk 
The Group has no significant concentration of credit risk. Concentration risk arises when a number of 
counterparties engaged in similar business activities or activities in the same geographical region or have 
economic features that would cause them to fail their contractual obligations. To reduce exposure to credit 
risk, the Group has developed a formal approval process whereby credit limits are applied to its customers. 
The management also continuously monitors the credit exposure towards the customers and makes 
provision against those balances considered doubtful of recovery. 

To mitigate the risk, the Group has a system of assigning credit limits to its customers based on an 
extensive evaluation based on customer profile and payment history.  

The creditworthiness of counterparties is assessed based on an analysis of quantitative and qualitative data 
regarding financial standing and business risks, together with the review of any relevant third-party and 
market information. 

The Groups gross maximum exposure to credit risk at the reporting date is as follows: 

With respect to credit risk arising from the financial assets of the Group, including bank balances and 
cash, the Group’s exposure to credit risk arises from default of the counterparty, with a maximum exposure 
equal to the carrying amounts as disclosed in the statement of financial position. The credit risk in respect 
of bank balances is considered by management to be insignificant, as the balances are mainly held with 
reputable banks in the Kingdom of Saudi Arabia. 

Trade receivables 

Customer credit risk is managed by each business unit subject to the Group’s established policy, 
procedures, and control relating to customer credit risk management. Credit quality of a customer is 
assessed based on an extensive credit rating scorecard, and individual credit limits are defined in 
accordance with this assessment. The five largest customers account for 17% of outstanding accounts 
receivable at 31 March 2023 (31 December 2022: 18%). 

31 March 
2023 

31 December 
2022 

SR’000 SR’000 
(Unaudited) (Audited) 

Financial assets 
Trade receivables 261,160 239,266 
Cash and cash equivalents (excluding cash in hand) 36,936 20,112 

298,096 259,378 
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15 FINANCIAL RISK MANAGEMENT (continued) 
 
The receivables are shown net of allowance for impairment of trade receivables. The Group applies the 
IFRS 9 simplified approach to measuring expected credit losses, which uses a lifetime expected loss 
allowance for all trade receivables. To measure the expected credit losses, trade receivables have been 
grouped into low risk, fair risk, doubtful, and loss based on shared credit risk characteristics and the days 
past due. The historical loss rates are adjusted to reflect current and forward-looking information on 
macroeconomic factors (such as GDP forecast and industry outlook) affecting the ability of the customers 
to settle the receivables. The calculation reflects the probability-weighted outcome, the time value of 
money, and reasonable and supportable information that is available at the reporting date about past 
events, current conditions, and forecasts of future economic conditions. 
 
The following table provides information about the exposure to credit risk and expected credit losses for 
trade receivables. 
 

 Weighted  
average loss rate 

Gross carrying 
amount 

Impairment 
loss  

Allowance 
31 March 2023 (Unaudited)    
Low risk 1.20% 160,321 1,924 
Fair risk 2.90% 32,081 930 
Doubtful 9.17% 27,607 2,533 
Loss 100.00% 41,151 41,151 

  261,160 46,538 
 

 
Weighted  

average loss rate 
Gross carrying 

amount 

Impairment 
loss 

allowance 
31 December 2022 (Audited)    
Low risk 3.02% 117,271 3,540 
Fair risk 6.80% 61,638 4,191 
Doubtful 21.30% 28,815 6,138 
Loss 100.00% 31,542 31,542 

  239,266 45,411 
 
There were no past due or impaired receivables from related parties. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk 
may result from an inability to sell a financial asset quickly at an amount close to its fair value. The 
Group’s approach to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity 
to meet its liabilities when they are due, under both normal and stressed conditions, without incurring 
unacceptable losses or risking damage to the Group’s reputation. The Group also monitors the levels of 
expected cash inflows on trade and other receivables together with the expected cash outflows on trade 
and other payables. 
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15 FINANCIAL RISK MANAGEMENT (continued) 
 
The table below summarises the maturity profile of the Group’s financial liabilities based on contractual 
undiscounted payments: 
 

 
  Contractual cash flows 
31 December 2022 
(audited) 

Carrying 
amount 

Within 1 
year 1 to 5 years 

More than 5 
years Total 

 SR’000 SR’000 SR’000 SR’000 SR’000 
      
Bank borrowings 372,044 225,409 171,997 -- 397,406 
Lease liabilities 72,278 30,286 41,398 9,680 81,364 
Trade and other payables  128,186 128,186 -- -- 128,186 
Accrued expenses and other 
payables 

 
103,381 103,381 -- -- 103,381 

 675,889 487,262 213,395 9,680 710,337 
 
16 NEW STANDARDS, INTERPETATON AND AMENDMENTS 
 
a) Standards, interpretations, and amendments issued  
 
This table lists the recent changes to the Standards that are required to be applied for an annual period 
beginning after 1 January 2023 and that are available for early adoption in annual periods beginning on 
1 January 2023. 
 
 
Standard / 
Interpretation 

 
 
Description 

Effective from periods 
beginning on or after 

the following date 
   
IAS 8 Definition to accounting estimates 1 January 2023 

 

IAS 12 Deferred Tax related to Assets and Liabilities 
arising from a Single Transaction 1 January 2023 

   
IFRS 17 Insurance contracts 1 January 2023 
   
IAS 1 and IFRS 
Practice Statement 2 

 
Disclosure of Accounting Policies 1 January 2023 

 
  

  Contractual cash flows 
31 March 2023 
(unaudited) 

Carrying 
amount 

Within 1 
year 1 to 5 years 

More than 5 
years Total 

 SR’000 SR’000 SR’000 SR’000 SR’000 
      
Bank borrowings 445,315 241,215 235,899 -- 477,114 
Lease liabilities 83,683 26,615 55,074 12,878 94,567 
Trade and other payables 117,517 117,517 -- -- 117,517 
Accrued expenses and 
other payables 93,484 93,484 -- -- 93,484 
 739,999 478,831 290,973 12,878 782,682 
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16 NEW STANDARDS, INTERPETATON AND AMENDMENTS (continued) 
 
b) Standards, interpretations and amendments issued but not yet effective 
 
The standards, interpretations and amendments issued, but not yet effective up to the date of issuance of 
the condensed interim financial statements are disclosed below. The Group intends to adopt these 
standards, where applicable, when they become effective. 
 
 
Standard / 
Interpretation 

 
 
Description 

Effective from periods 
beginning on or after 

the following date 
   
 
Amendments to IFRS 16 Lease Liability in a Sales and Leaseback 

 
1 January 2024 

 
IAS 1 Classification of liabilities as current or non-current 

(amendments to IAS 1) 
and  
Non- current liabilities with covenants 
(amendments to IAS 1) 

1 January 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 

 
The standards, interpretations and amendments with effective date of 1 January 2023 will not have any 
material impact on the Group’s condensed consolidated interim financial statements, whereas for other 
above-mentioned standards, interpretations and amendments, the Group is currently assessing the 
implications on the Group’s consolidated interim financial statements on adoption. 
 
17  SUBSEQUENT EVENTS 
 
There have been no significant subsequent events since the period-end, that would require disclosures 
or adjustments in these condensed consolidated interim financial statements, except 

 
- the shareholders in their Ordinary General Assembly Meeting held on 16 April 2023 approved a final 

cash dividend of SR 106.75 million (representing SR 1.50 per share) for the year ending 31 December 
2022, proposed by the Board of Directors, in their meeting held on 23 February 2023. 
 

- The Group has signed the sale and purchase agreement to acquire 70% of the Overseas Development 
Company Limited shares through its one of subsidiaries in the Kingdom of Saudi Arabia. 

 
18 APPROVAL OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 

STATEMENTS 
 
These unaudited condensed consolidated interim financial statements have been approved by the Board 
of Directors on 18 May 2023, corresponding to 28 Shawwal 1444H. 
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