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14 SHARE CAPITAL 
 

As at December 31, 2020, the authorised, issued and fully paid-up share capital of the Company was SR 
1,000 million divided into 100 million shares (December 31, 2019: 1,000 million shares) with a nominal value 
of SR 10 each. 

 

Shareholders Holding No. of shares 
Amounts in 

SR 
December 31,2020    
Falcom Holding Company (ultimate controlling party) 73.85% 73,854,638 738,546,380 
Others 26.15% 26,145,362 261,453,620 

 100% 100,000,000 1,000,000,000 
December 31, 2019    
Falcom Holding Company (ultimate controlling party) 71.68% 71,677,380 716,773,800 
Others 28.32% 28,322,620 283,226,200 

 100% 100,000,000 1,000,000,000 
 
Increase in share capital by SR 150 million 
 
 

During the year 2019, SAMA gave its approval to increase the Company’s share capital from SR 850 million 
to SR 1,000 million, through issuance of bonus shares, which was proposed by the Board of Directors of the 
Company and approved by the General Assembly on December 2, 2019, and accordingly, reflected in the 
statement of changes in shareholders’ equity the updated commercial registration was obtained during the 
year 2019. 

 
15 STATUTORY RESERVE 

 
In accordance with Regulations for Companies in Saudi Arabia, the Company is required to set aside a 
statutory reserve, after absorption of accumulated losses, if any, by the appropriation of at least 10% of net 
income until the reserve equals 30% of the share capital. This reserve is not available for distribution. Such 
transfer is made to the statutory reserve account on annual basis at year-end. 
 
 

16 TREASURY SHARES AND DIVIDEND 
 
During the year 2019 the Company bought 2,505,827 of its own shares having a par value of SR 10 at SR 26 
per share from one of the shareholders amounting to SR 65,151,502 and has been reported as Treasury 
Shares under equity. During 2020 the treasury shares were allocated to all the existing shareholders in their 
existing proportion. 
 
During the year, the Company has paid dividends net of treasury shares amounting to SR 1 per share after 
obtaining Board (in line with By-Laws of the Company) and SAMA approval. 
 

17 FINANCE COSTS 

 For the year ended December 31, 
 2020 2019 
   
Finance costs on Islamic bank financing – note 11.1  40,023 49,614 
Finance cost on lease liabilities 194 292 
Gain on fair valuation of derivatives – note 10 (857) (688) 
Bank charges 3,865 6,352 

 43,225 55,570 
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iii) Profit rate risk 
 
Profit rate risk is the impact on future earnings of the Company resulting from change in the market profit 
rates. The risk arises when there is a mismatch in the assets and liabilities, which are subject to profit rate 
adjustment within a specified year. The most important source of such risk is the Company's financing 
receivables and Islamic bank financing. The profit rate is fixed for the financing receivables and for some 
portion of borrowing as explained in note 11 of these financial statements.  
 
The financial liabilities of SR 635.9 million (2019: SR 762 million) are based on floating rates and not subject 
to profit rate swap and thus, a 100 basis points change in commission rates could have approximately a SR 
6.2 million (2019: SR 7.6 million) annual effect on the Company’s profitability. The Company’s management 
through the risk management committee monitors the fluctuations in commission rates on regular basis and 
take appropriate measures to minimize the profit rate risk by adjusting lending rate for future contracts. 
 
iv) Currency risk 
 
Currency risk represents the risk of change in the value of financial instruments due to changes in foreign 
exchange rates. The Company has no exposure to foreign currency risk as it mainly deals in Saudi Riyals that 
is also the functional currency of the Company. 
 
v) Price risk 
 
Price risk is the risk that the value of a financial instrument will fluctuate because 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 Company is not exposed to price risk as it does not have 
any financial instrument whose prices are fluctuated based on internal or external factors as mentioned 
above. 
 

26 CAPITAL MANAGEMENT 
 
The Company’s objective when managing capital are:  
 
 To safeguard Company’s ability to continue as a going concern in order to provide returns for the 

shareholders and benefits to other stakeholders and to maintain optimal capital structure to reduce the 
cost of capital. 

 to comply with the gearing ratio set by the SAMA 
 
The Board of Directors seeks to maintain a balance between the higher returns that might be possible with 
higher levels of Islamic bank financing and the advantages and security afforded by a sound capital position. 
In relation to the capital structure of the Company, management closely monitors the compliance with 
regulations and Islamic bank financing covenants and as at the statement of financial position date the 
Company was is in compliance with the prescribe requirements. 
 
At statement of financial position date, the management analysis of gearing ratio was as follows: 
 
 2020 2019 
   
Shareholders’ equity  1,119,375  1,016,417 
Islamic bank financing – note 11  661,354  868,616 
Total capital structure  1,780,729  1,885,033 
   
Gearing ratio  37.14% 46.07% 

 
     The Company has complied with the required gearing ratio of 3.5 times of equity as required by the SAMA. 
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27 FINANCIAL INSTRUMENTS 
 
 Note 2020 2019 

Financial assets – at amortized cost    
Cash and cash equivalents 5 70,092 52,596 
Term and margin deposits 5 190,150 114,684 
Islamic financing receivables 6 1,520,583 1,728,094 
Other receivables 7 - 11,667 
    

Financial liabilities – at amortized cost    
Accruals and other liabilities 10 34,707 46,148 
Islamic bank financing 11 661,354 868,616 
Lease liabilities 11 3,452 5,173 

    
Financial liabilities – at fair value    
Unrealized loss on fair valuation of derivatives (level 2) 10 54 911 

 
28 SIGNIFICANT EVENTS DURING THE YEAR 

 
The Coronavirus (“COVID-19”) pandemic continues to disrupt global markets as many geographies are 
beginning to experience a “second wave” of infections despite having previously controlled the outbreak 
through aggressive precautionary measures such as imposing restrictions on travel, lockdowns and strict 
social distancing rules. The Government of Kingdom of Saudi Arabia (“the Government”) however has 
managed to successfully control the outbreak to date, owing primarily to the effective measures taken by the 
Government, following which the Government has now ended the lockdowns and has begun taking phased 
measures to normalize international travel and resume Umrah pilgrimages. 
 
Because of COVID-19, the disbursements and collections process effected during the year and therefore past 
due balances increased as compared to last year, which resulted in increase non-performing loans and 
related ECL charge. Further, based on the current economic environment the economic factor used in 
determining the provision for impairment for expected credit losses was updated (for details refer note 6.8 to 
these financial statements). 
 
From a liquidity perspective the Company has access to substantial unutilized long-term facilities from banks 
to finance its current and long-term funding needs of which approximately only 31% stands utilized as at 
December 31, 2020. Further because of regular collections the Company has sufficient liquidity available in 
addition to the un-utilized bank limits, and therefore the Company is not significantly exposed to liquidity risk. 
The management of the Company has taken a pro-active step by placing the surplus funds available with 
banks to generate revenue and minimize the impact on the Company’s net income. 
 
Based on these factors, the Company’s management believes that the COVID-19 pandemic has had it’s 
impact on the profitability of the Company, only due to ECL and reduced disbursals, however, this is expected 
to be temporary. Therefore, if the COVID-19 pandemic situation prolongs for a longer period of time or 
lockdown restrictions are re-imposed due to second wave this may impact the profitability of the Company in 
view of the reduction in loan bookings compared to past period and may also have an impact on the 
collections from higher buckets dues. The Company’s management continues to monitor the situation closely 
and will modify its strategy based on the prevalent situation as may be required. 
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