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1. CORPORATE INFORMATION AND PRINCIPAL ACTIVITIES 

 
GFH Capital S.A. (the “Company”) is a Limited Liability Company (“LLC”) registered in Riyadh, Kingdom 
of Saudi Arabia which holds Commercial Registration No. 1010593423 dated 03/01/1441H (corresponding to 
3 September 2019). The Company operates under Saudi Arabia General Investment Authority License No. 
102111401290552 dated 5/12/1440H (corresponding to 6 August 2019), and is regulated by the Capital Market 
Authority (“CMA”) under the license No. 19200-30. 
 
The Company is a wholly-owned subsidiary by GFH Financial Group B.S.C., a joint stock company domiciled 
and registered in the Kingdom of Bahrain. 
 
The following is the registered address of the Company, which is also its principal place of business: 
 
Office 2202, Floor 22 
Kingdom Tower, Riyadh 
Kingdom of Saudi Arabia. 

 
The principal activities of the Company are investment management, operating funds, arrange and provide 
advisory services in the securities business. On 15 Rabi Al-Akhar 1442 H (corresponding to 30 November 
2020), the Board of Directors of the Company resolved to increase the capital of the Company to SR 20.00 
million in line with the shareholder’s resolution and to apply for managing license with the CMA. The CMA, 
on its letter dated 25 Rabi Al-Akhar (corresponding to 10 December 2020), has approved the Company’s 
application for managing license subject to conditions, among others, to complete conversion of the Company 
from LLC to Joint Stock Company (“JSC”). The Company has obtained its new commercial registration from 
the Ministry of Commerce indicating the Company as a JSC and its share capital of SR 20.00 million. 
Therefore, the Company has transferred the proposed increase in share capital to share capital account during 
the year. Furthermore, the Company has obtained the approval from CMA dated 14 Rabi Al-Awal 1443H 
(corresponding to 20 October 2021) to begin the investment management activities. 
 

2. BASIS OF PREPARATION 
  

a) Statement of compliance 
The financial statements have been prepared in accordance with International Financial Reporting Standards 
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and as endorsed in the Kingdom 
of Saudi Arabia, and other standards and pronouncements issued by the Saudi Organisation for Chartered and 
Professional Accountants (“SOCPA”) (“herein after referred to as IFRS as endorsed in KSA”), and in 
compliance with the applicable requirements of regulations of companies in the Kingdom of Saudi Arabia. 
 
The first financial reporting period of the Company began from 3 September 2019 to 31 December 2020. 
Accordingly, the comparatives in these financial statements are presented for the period from 3 September 
2019 to 31 December 2020.  

 
b) Basis of measurement and presentation 

These financial statements have been prepared using accrual basis of accounting and on a going concern basis 
under the historical cost convention except for the measurement at fair value through profit and loss (“FVTPL”) 
. 

c) Functional and presentation currency  
These financial statements are presented in Saudi Arabian Riyals (“SAR”) which is the functional and 
presentation currency. All financial information is presented in SAR, unless otherwise stated. 

 
d) Critical accounting judgements, estimates and assumptions 

The preparation of the financial statements in conformity with IFRS as endorsed in the KSA and other 
standards and pronouncements issued by SOCPA requires the use of certain critical accounting judgements, 
estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires management 
to exercise its judgement in the process of applying the Company’s accounting policies. Such judgements, 
estimates, and assumptions are continually evaluated and are based on historical experience and other factors, 
including obtaining professional advices and expectations of future events that are believed to be reasonable 
under the circumstances.  
 
There are no areas involving a higher degree of judgment or complexity, or areas where assumptions and 
estimates are significant to the financial statements. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The Company has consistently applied the following significant accounting policies to all periods presented in 
these financial statements. 
 

a.) Financial instruments 
 

Initial Recognition 
A financial asset or financial liability (unless it’s a trade receivable / other receivable without significant financing 
component) is initially measured at fair value plus, for an item not carried at fair value through profit or loss 
(“FVTPL”), transactions cost that are directly attributable to its acquisition or issue. A trade receivable without a 
significant financing component is initially measured at transaction price. 
 
Classification and subsequent measurement of financial assets 
Financial assets at amortized cost 

 
A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated 
as at FVTPL: 
 
 the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; 

and  
 the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments 

of principal and interest on the principal amount outstanding. 
 

Financial asset at FVOCI 
A financial asset is measured at FVOCI only if it meets both of the following conditions and is not designated 
as at fair value through profit or loss. 

 
 it is held within a business model whose objective is achieved by both collecting contractual cash flows 

and selling financial assets; 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. 
 
On initial recognition of an equity investment that is not held for trading, the management may irrevocably 
elect to present subsequent changes in fair value in OCI. This election is made on an investment-by-investment 
basis. 
 
Financial asset at FVTPL 
All other financial assets that are not classified as amortized cost or FVOCI are classified as measured at 
FVTPL.  
 
In addition, on initial recognition, the Company may irrevocably designate a financial asset that otherwise 
meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or 
significantly reduces an accounting mismatch that would otherwise arise.  
 
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the 
Company changes its business model for managing financial assets. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

a.) Financial instruments (continued) 
 
Business model assessment 
The management assesses the objective of a business model in which an 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; 
 how the performance of the portfolio is evaluated and reported to the 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 in prior periods, the reasons for such sales and its expectations 

about future sales activity. However, information about sales activity is not considered in isolation, but as 
part of an overall assessment of how the Company's stated objective for managing the financial assets is 
achieved and how cash flows are realized. 

 
The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress 
case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different from 
the Company's original expectations, the Company does not change the classification of the remaining 
financial assets held in that business model, but incorporates such information when assessing newly 
purchased financial assets going forward. 
 
Financial assets that are held for trading and whose performance is evaluated on a fair value basis are measured 
at FVTPL because they are neither held to collect contractual cash flows nor held both to collect contractual 
cash flows and to sell 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. ‘Commission / 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 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 the assessment, the Company considers: 
- contingent events that would change the amount and timing of cash flows;  
- leverage features;  
- prepayment and extension terms;  
- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse asset 

arrangements); and  
- features that modify consideration of the time value of money – e.g. periodical reset of interest rates. 
 
Reclassifications 
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the 
Company changes its business model for managing financial assets. 
 
Classification of financial liabilities 
The Company classifies its financial liabilities at amortized cost unless it has designated liabilities at FVTPL.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

a.) Financial instruments (continued) 
 
Derecognition 
The Company derecognizes a financial asset when the contractual rights to the cash flow from the 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 does not retain control of the financial 
asset. 
 
On derecognition of the financial asset, the difference between the carrying amount of the asset (or the carrying 
amount allocated to the portion of the asset that is derecognized) and the consideration received (including any 
new asset obtained less any new liability assumed) is recognized in statement of comprehensive income. Any 
interest in such transferred financial assets that is created or retained by the Company is recognized as a 
separate asset or liability.   
 
Transactions is which the Company transfers assets recognized on its statement of financial position but retains 
either all or substantially all of the risks and rewards of the transferred assets or portion of them, the transferred 
assets are not derecognized. Transfers of assets with retention of all or substantially all of the risks and rewards 
include sale and repurchase transactions. 
 
Transactions in which the Company neither retains nor transfers substantially all of the risks and rewards of 
ownership of a financial asset and it retains control over the asset, the Company continues to recognize the asset to 
the extent of its continuing involvement, determined by the extent to which it is exposed to changes in the value of 
the transferred asset. 
 
The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled or 
expire. 
 
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 has legally enforceable right to offset the amounts and intends 
either to settle them on a net basis or to realize the asset and settle them liability simultaneously. Income and 
expenses are presented on a net basis for gain and losses from financial instruments at FVTPL and foreign 
exchange gains and losses. 
 
Impairment 
The Company assesses on a forward-looking basis the expected credit losses (“ECL”) associated with its 
financial assets carried at amortized cost. The Company recognizes a loss allowance for such losses at each 
reporting date. The measurement of ECL reflects: 
 
 An unbiased and probability-weighted amount that is determined by evaluating a range of possible 

outcomes; 
 The time value of resources; and 
 Reasonable and supportable information that is available without undue cost or effort at the reporting date 

about past events, current conditions and forecasts of future economic conditions. 
 
IFRS 9 outlines a 'three stage' model for impairment based on changes in credit quality since initial recognition 
as summarized below: 
 
Stage 1: (Initial recognition) 12-month expected credit losses 
Stage 2: (Significant increase in credit risk since initial recognition) Lifetime expected credit losses 
Stage 3: (Credit impaired assets) Lifetime expected credit losses 
 
The financial assets of the Company that are subjected to ECL review include cash at bank and due from related 
parties. ECL on cash and cash equivalents and due from related parties are assessed based on the above staging 
criteria. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Impairment (continued) 
No allowance for ECL has been recognized by the Company as at 31 December 2021 and 2020 as these 
financial assets are held with counterparties having sound credit rating. Accordingly, the Company is not 
exposed to significant credit risk. 
 

b.) Fair value measurement 
 
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, regardless of whether that price is directly 
observable or estimated using another valuation technique. In estimating the fair value of an asset or a liability, 
the Company takes into account the characteristics of the asset or liability if market participants would take 
those characteristics into account when pricing the asset or liability at the measurement date. In the absence a 
of principal market, the most advantageous market for asset or liability would be used considering that the 
most advantageous market is accessible to the Company. 

 
In addition, for financial reporting purposes, fair value measurements are categorized into Levels 1, 2 or 3 
based on the degree to which the inputs to the fair value measurements are observable and the significance of 
the inputs to the fair value measurement in its entirety, which are described as follows: 

 
- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 

entity can access at the measurement date; 
- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the 

asset or liability, either directly or indirectly; and 
- Level 3 inputs are unobservable inputs for the asset or liability. 

 
c.) Cash and cash equivalents 

 
Cash and cash equivalents comprise demand deposits with banks that are readily convertible into known 
amounts of cash, which are subject to an insignificant risk of changes in value and which have a maturity of 
three months or less at acquisition, which are available to the Company without any restrictions.  

 
d.) Property and equipment 

 
Property and equipment are measured at cost, less accumulated depreciation and accumulated impairment loss, 
if any. Cost includes expenditure that is directly attributable to the acquisition of the asset. Depreciation is 
provided on straight-line basis at rates considered appropriate to reduce the cost of the assets to net realizable 
value over their estimated economic lives, which are as follows:  

                 
 Estimated useful life 
Leasehold improvements 7 years 
Furniture 7 years 
Computer 5 years 
Right-of-use of assets over the lease period 

 
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the 
item of the property and equipment. All other expenditure is recognized in profit or loss when incurred. 
 
Expenditure incurred up to the point of capitalization, until the asset is ready for the intended use, is treated as 
capital work in progress. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

e.) Impairment of non-financial assets 
 
The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If 
any indication exists, or when annual impairment testing for an asset is required, the Company estimates the 
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s 
(CGUs) fair value less costs to sell and its value-in-use and is determined for an individual asset, unless the 
asset does not generate cash inflows that are largely independent of those from other assets or groups of assets.  
Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired 
and is written down to its recoverable amount. In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the 
time value of money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate 
valuation model is used. 
 
Impairment losses of continuing operations are recognized in profit or loss in those expense categories 
consistent with the function of the impaired asset, except for property previously revalued where the 
revaluation was taken to equity. In this case the impairment is also recognized in equity up to the amount of 
any previous revaluation. 

 
For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any 
indication that previously recognized impairment losses may no longer exist or may have decreased. If such 
indication exists, the Company estimates the asset’s or CGU’s recoverable amount. A previously recognized 
impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s 
recoverable amount since the last impairment loss was recognized. The reversal is limited so that the carrying 
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have 
been determined, net of depreciation, had no impairment loss been recognized for the asset in prior years. Such 
reversal is recognized in the statement of comprehensive income unless the asset is carried at revalued amount, 
in which case the reversal is treated as a revaluation increase. 
 

f.) Lease 
 
On initial recognition, at inception of the contract, the Company shall assess whether the contract is, or contains, 
a lease. A contract is, or contains, a lease if the contract conveys the right to control the use of an identified 
asset for a period in exchange for consideration. Control is identified if most of the benefits are flowing to the 
Company and the Company can direct the usage of such assets. 
 
Right-of-use assets 
The Company applies cost model, and measures right-of-use asset at cost: 

a) less any accumulated depreciation and any accumulated impairment losses; and  
b) adjusted for any re-measurement of the lease liability for lease modifications. 

 
Lease liability    
On initial recognition, the lease liability is the present value of all remaining payments to the lessor. Subsequent 
to the commencement date, the Company measures the lease liability by: 

a) Increasing the carrying amount to reflect interest on the lease liability; 
b) Reducing the carrying amount to reflect the lease payments made; and 
c) Re-measuring the carrying amount to reflect any re-assessment or lease modification. 

 
g.) Accounts payable and accrued expenses 

 
These are liabilities which are recognized for amounts to be paid in the future for goods or services received, 
whether billed by the supplier or not. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
h.) Employee benefits 

 
Employees’ end of service benefits 
The Company operates an employees’ end of service benefit plan for its employees based on prevailing Saudi 
labor laws. The Company measures the employees’ end of service benefits in accordance with the Saudi Labor 
law. Based on management assessment, the employees’ end of service benefits should it had been measured 
using the projected unit credit method under IAS 19 is not materially different. 
 
Short-term employee benefits 
A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual leave and 
sick leave in the year the related service is rendered at the undiscounted amount of the benefits expected to be 
paid in exchange for that service. Liabilities recognized in respect of short-term employee benefits are 
measured at the undiscounted amount of the benefits expected to be paid in exchange for the related service. 
 

i.) Zakat 
 
The Company’s is subject to Zakat in accordance with the Regulations of the Zakat, Tax and Customs 
Authority (“ZATCA”) as applicable in the Kingdom of Saudi Arabia. The Zakat charge is computed on the 
Zakat base. An estimate of Zakat arising therefrom is provided by a charge to profit or loss.  
 

j.) Value added tax (“VAT”) 
 
The Company collects VAT from its customers for qualifying services provided and makes VAT payments to 
its vendors for qualifying payments. On a quarterly basis, net VAT remittances are made to the ZATCA 
representing VAT collected from its customers, net of any recoverable VAT on payments.  
 

k.) Revenue 
 
The Company recognizes revenue under IFRS 15 using the following five steps model: 
 

Step 1: Identify the contract 
with customer 

A contract is defined as an agreement between two or more parties that 
creates enforceable rights and obligations and sets out the criteria for every 
contract that must be met. 

Step 2: Identify the 
performance obligations 

A performance obligation is a promise in a contract with a customer to 
transfer a good or service to the customer. 

Step 3: Determine the 
transaction price 

The transaction price is the amount of consideration to which the Company 
expects to be entitled in exchange for transferring promised goods or services 
to a customer, excluding amounts collected on behalf of third parties. 

Step 4: Allocate the 
transaction price 

For a contract that has more than one performance obligation, the Company 
allocates the transaction price to each performance obligation in an amount 
that depicts the amount of consideration to which the Company expects to be 
entitled in exchange for satisfying each performance obligation. 

Step 5: Recognize revenue 
 

The Company recognizes revenue (or as) it satisfies a performance obligation 
by transferring a promised good or service to the customer under a contract. 

 
Based on the above five steps, the revenue recognition policy for each revenue stream is as follows: 
 
Revenue from arranging services and advisory services 
Revenue from arranging activities is recognized based on services rendered under the applicable service 
contracts using the five-step approach to revenue recognition. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

l.) Expenses 
 
Expenses are those arising from the Company’s operating activities including consultancy and professional 
fees, salaries and allowances, and General and other administrative expenses. These expenses are recognized 
as incurred. 
 

m.) Foreign currency transactions 
 
Monetary assets and liabilities denominated in foreign currencies are subsequently re-translated into the 
functional currency using the exchange rates prevailing at the reporting date. Exchange gains and losses on, 
monetary assets and liabilities are recognized in profit or loss.  
 
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 is 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. 
 

n.) Provisions and contingencies 
 
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 year, 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 some or all of the economic benefits required to settle a provision are expected to be recovered from a 
third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be received 
and the amount of the receivable can be measured reliably. 
 
Contingent liabilities 
A contingent liability is disclosed where the existence of the obligation will only be confirmed by future events 
or where the amount of obligations cannot be measured with reasonable reliability. 
 
Contingent assets 
Contingent assets are not recognized but are disclosed where an inflow of economic benefits is probable. 
 

o.) Statutory reserve 
 
In accordance with Saudi Arabian Regulations for Companies, the Company is required to transfer 10% of net 
income to a statutory reserve until such reserve equals 30% of the paid-up capital as a minimum. This reserve 
is not available for distribution. As at 31 December 2021, the Company has transferred SAR 5.31 million to 
statutory reserve (31 December 2020: SAR Nil). 
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4. NEW STANDARD AND AMENDMENTS ISSUED BUT NOT YET EFFECTIVE AND NOT EARLY 
ADOPTED 
 
Below amendments to accounting standards and interpretations became applicable for annual reporting periods 
commencing on or after 1 January 2021. The management has assessed that the amendments have no significant 
impact on the Company’s financial statements. 
 

Standards / Amendments Description
Amendments to IFRS 16 Leases for COVID -19 rent related concessions 
Amendments to IFRS 7, IFRS 4 and IFRS 16 IBOR Benchmark Reform – Phase 2 
 
The accounting standards, amendments and revisions which have been published and are mandatory for 
compliance for the Company’s accounting year beginning on or after 1 January 2022 are listed below. The 
Company has opted not to early adopt these pronouncements and do not expect these to have significant impact 
on the financial statements. 
 

Standards / 
Interpretation 

 
Description 

Effective from periods 
beginning on or after 
the following date 

Amendments to IAS 37 Onerous contracts – Cost of fulfilling a contract 1 January 2022 
Amendments to IAS 16   Property, Plant and Equipment: Proceeds before 

intended use 
1 January 2022 

Amendments to IAS 1 
and IAS 8 

   Improvement in accounting policy disclosures and to 
help users of the financial statements to distinguish 
between changes in accounting estimates and changes 
in accounting policies. 

1 January 2023 

Amendments to IFRS 3    Reference to Conceptual Framework 1 January 2022 
Amendments to IAS 12   Deferred tax related to assets and liabilities arising 

from a single transaction 
1 January 2023 

Amendments to IAS 1   Classification of liabilities as current or non-current 1 January 2024 
IFRS 17   Insurance Contracts 1 January 2023 
 

5. CASH AT BANK 
 

This represents the Company’s deposit in a local bank that is unrestricted in nature and maintained for 
operational purpose. As at 31 December 2021 and 2020, the cash at bank amounted to SAR 19.48 million and 
SAR 20.00 million, respectively. 
 

6. INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS 
 

  2021  2020 
     
Investments  376,400  -- 
 
This represents equity investment in a local company listed in the Tadawul.  
 
Below table shows the corresponding cost and fair value as at 31 December 2021: 
 

 Cost  Fair value  Unrealized 
gain 

      
Investments 302,000  376,400  74,400 
 
All investments are domiciled within the Kingdom of Saudi Arabia. 
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7. LEASE 
 
Right-of-use asset 
 
  2021  2020 
Cost     
Balance at 1 January  1,818,585  -- 
IFRS 16 Transition adjustment  --  1,818,585 
Impact on lease modification  (40,683)  -- 
Balance at 31 December   1,777,902  1,818,585 
     
Accumulated depreciation     
Balance at 1 January  (631,453)  -- 
Depreciation charge  (646,247)  (631,453) 
Balance at 31 December   (1,277,700)  (631,453) 
     
Net book value  500,202  1,187,132 
 
Lease liability 
 
  2021  2020 
     
Balance at 1 January  1,879,088  -- 
IFRS 16 Transition adjustment  --  1,818,585 
Impact of lease modification  (189,197)  -- 
Finance charge on lease liability  27,309  60,503 
Payment of lease liability *   (1,717,200)  -- 
Balance at 31 December  --  1,879,088 
     
Maturity analysis of discounted lease liability     
Lease payments due within one year  --  1,879,088 
Lease payments due within two to five years  --  -- 
     
  
*During the year, the Shareholder has paid the lease liability on behalf of the Company. 
 

8. PROPERTY AND EQUIPMENT 
 

 
Work in 
progress 

Leasehold 
improvements Furnitures Computer Total 

Cost      
Balance at 1 January 2021 1,083,651 -- -- -- 1,083,651 
Transfer from work in progress (1,083,651) 1,083,651 -- -- -- 
Additions during the year -- 281,314 556,355 23,651 861,320 
Balance at 31 December 2021 -- 1,364,965 556,355 23,651 1,944,971 
      
Accumulated depreciation       
Balance at 1 January 2021 -- -- -- -- -- 
Charge for the period -- 182,076 77,857 2,061 261,994 
Balance at 31 December 2021 -- 182,076 77,857 2,061 261,994 
      
Net book value as at  
31 December 2021 -- 1,182,889 478,498 21,590 1,682,977 
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8. PROPERTY AND EQUIPMENT (CONTINUED) 
 

 
Work in 
progress 

Leasehold 
improvements Furnitures Computer Total 

Cost      
Balance at 1 January 2020 -- -- -- -- -- 
Additions during the year 1,083,651 -- -- -- 1,083,651 
Balance at 31 December 2020 1,083,651 -- -- -- -- 
      
Accumulated depreciation       
Balance at 1 January 2020 -- -- -- -- -- 
Charge for the period -- -- -- -- -- 
Balance at 31 December 2020 -- -- -- -- -- 
      
Net book value as at  
31 December 2020 1,083,651 -- -- -- 1,083,651 
 

9. ZAKAT 
¶  

a. Zakat status 
The Company has filed its zakat return for the period ended 31 December 2020 with the Zakat, Tax and 
Custom Authority (“ZATCA”). 

 
b. Zakat base 

The significant components of the Zakat base as at 31 December 2021 are as follows: 
 

 2021 2020 
   

Net income/ (loss) before zakat for the year 49,081,866 (4,074,922) 
Charge for employees’ end of service benefits 126,000 101,636 
Unrealized gain on investments at FVTPL (74,400) -- 
Adjusted net income before zakat for the year 49,133,466 (3,973,286) 
   
Add:   
Share capital 20,000,000 -- 

Accumulated losses  (2,609,382) -- 

Employees’ end of service benefits 101,636 -- 

Accrued liability more than one year 23,004 -- 

Less:   

Property and equipment, net (1,682,977) -- 

Right of use assets (500,202) -- 
Zakat base 64,465,545 (3,973,286) 
   
Zakat expense at 2.5% 1,624,632 -- 

Provision for zakat 1,624,632 -- 

 
The zakat base as at 31 December 2020 was negative. Therefore, there is no Zakat charge recorded for the 
period from 3 September 2019 to 31 December 2020. 
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9. ZAKAT (CONTINUED) 
 

c. Provision for Zakat 
    

  Movement in Zakat payable during the year is as follows: 
 

  2021  2020 
Cost     
Opening balance of the year   --  -- 
Charge for the year  1,624,632  -- 
Payments during the year  --  -- 
Closing balance of the year   1,624,632  -- 
     

10. RELATED PARTY TRANSACTIONS 
 
Related parties of the Company comprise of group companies including its affiliates and its shareholders. The 
Company and its related parties transact with each other in the ordinary course of business. The transactions 
with related parties are undertaken at mutually agreed terms which are approved by the management. 
 
The significant related party transactions and balances during the period are as follows. These transactions 
are conducted with GFH Financial Group B.S.C. (“Shareholder”). 

 
 Note  2021  2020 
Due from a related party      
Arranging fees  a    40,682,479   -- 
Investment Advisory fees b  14,292,599  -- 
Advances of expenses  c  (10,925,212)   (4,494,959)  
Absorption of expenses  d   820,480    1,465,540  
      
Net due from / (to) GFH Financial Group B.S.C.   44,870,346  (3,029,419) 

 
a. During the year, the Company entered into a Service Level Agreement ("SLA") with the Shareholder 

whereby the Company arranges deals between customers originating in the Kingdom of Saudi Arabia and 
the Shareholder in the form of investments and deposits. In return, the shareholder pays the Company an 
agreed consideration computed as 5% of the subscription amount and 0.25% of the placed deposits based 
on the SLA. 
 

b. This represents advisory fee income earned by the Company from rendering an advisory services to the 
Shareholder such as: advising on a portfolio acquisition and its placement strategy, and reviewing fund 
strategy.  
 

c. In the ordinary course of business of the Company, the shareholder advances the payment of certain 
expenses of the Company which are to be settled subsequently. 
 

d. The Shareholder has made a recharge to the Company through absorption of certain expenses incurred by 
the Company and waiver of the amount due to it. 
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10. RELATED PARTY TRANSACTIONS (CONTINUED) 
 
Compensation of Key Management Personnel (“KMP”) 
 
KMP are those having authority and responsibility for planning, directing and controlling the activities of the 
Company. Accordingly, the Company’s KMP includes the Board of Directors (including executive and non-
executive directors) and selected key employees who meet the above criteria.  
 
Close family members (“CFM”) of KMP are those family members who may be expected to influence or be 
influenced by that KMP in their dealings with the Company. 
 
The following are the key management personnel remuneration and benefits for the period presented under 
‘salaries and benefits expense’ in the statement of comprehensive income: 
 
  2021  2020 
Short-term benefits  1,920,000  1,577,167 
End of service benefits  144,925  64,925 
  2,064,925  1,642,092 

 
11. SHARE CAPITAL 
 

As at 31 December 2021, the authorized, issued and fully paid share capital of the Company consists of  
2 million shares (2020: 240 thousand shares) of SAR 10 par value each. The Company is wholly owned by 
GFH Financial Group B.S.C. 
 

12. GENERAL AND ADMINISTRATIVE EXPENSES 
 

  

For the  
year ended  

31 December 2021 

 For the period from 
3 September 2019 to  

31 December 2020 
Travel expense  489,182  21,878 
Consultancy and professional fees  339,631  195,027 
Licenses and other regulatory expenses  178,917  173,857 
Insurance expenses  161,363  97,669 
Repairs and maintenance expenses  --  43,820 
Utilities  65,248  8,571 
Others  124,222  90,958 

 1,358,563  631,780 
 

13. FINANCIAL RISK MANAGEMENT  
 

The Board of Directors of the Company is responsible for the overall risk management framework and for 
approving the risk management strategies and principles. The Board of Directors considers the adequacy and 
effectiveness of the policies and controls that are in place relating to risk management.  The Board of Directors 
has the overall responsibility for the development of the risk strategy and implementing principles, 
frameworks, policies and limits and is responsible for day-to-day oversight of the risk management framework. 
 
The Company has exposure to the following risks from financial instruments: 

a) credit risk; 
b) liquidity risk; and 
c) market risk. 

 
This note presents information about the Company’s objectives, policies and processes for measuring and 
managing risk. 
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13. FINANCIAL RISK MANAGEMENT (CONTINUED) 
 
Credit risk 
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or 
commitment that it has entered into with the Company, resulting in a financial loss to the Company.  
 
The Company is exposed to credit risk for its cash at bank, due from a related part and security deposit. The 
management seeks to limit its credit risk by monitoring credit exposures and by dealing with only reputable 
counterparties. 
 
Credit risk is monitored on a regular basis by the management to ensure it is in line with the investment 
guidelines of the Board of Directors. 
 
The table below shows the maximum exposure to credit risk for the components of the statement of financial 
position. 
 
  2021  2020 
Cash at bank  19,479,521  20,000,300 
Due from a related party  44,870,346  -- 
Total exposure to credit risk  64,349,867  20,000,300 
 
The Company does not have a formal internal grading mechanism considering that it has recently been 
incorporated. Credit risk is managed and controlled by monitoring credit exposures, limiting transactions with 
specific counterparties and continually assessing the creditworthiness of counterparties. Credit risks are 
generally managed on the basis of external credit ratings of the counterparties. Based on management 
assessment, there is no significant credit risk on these exposures as these are held with counterparties with 
sound credit rating. 
 
Liquidity risk 
Liquidity risk is the risk that the Company will be unable to meet its net funding requirements. Liquidity risk 
can arise from market disruptions or credit downgrades, which may cause certain sources of funding to dry up 
immediately. 
 
Management monitors the maturity profile of the Company's assets and liabilities based on the remaining year 
at the statement of financial position to the contractual maturity date to ensure that adequate liquidity is 
maintained. All liabilities other than employees’ end of service benefits are contractually payable on a current 
basis. 
 
Market risk  
Market risk is the risk that the fair value or future cash flows of the financial instruments will fluctuate due to 
changes in market variables such as interest rates, foreign exchange rates, and equity prices. 
 
Interest rate risk 
Interest rate risk is the uncertainty of future earnings resulting from fluctuations in interest rates. As at 31 
December 2021 and 2020, the Company does not have financial assets which is interest-bearing. Therefore, 
the Company does not have exposure to interest rate risk. 
 
Currency risk 
Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange 
rates. The Company is subject to fluctuations in foreign exchange rates in the normal course of its business. 
The Company did not undertake significant transactions in currencies other than Saudi Riyals and US Dollars. 
Furthermore, Saudi Riyals is pegged to USD. Therefore, the Company does not have significant exposure to 
currency risk. 
 
Equity price risk 
Equity price risk is the risk that the value of financial instruments will fluctuate because of changes in market 
prices. The amount of the Company’s investment is not material to the financial statements as at 31 December 
2021. Therefore, the Company does not have significant exposure to equity price risk. 
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14. FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

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 are accessible by the Company. 
 
Fair value hierarchy 
The Company uses the following hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique: 
 
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities; 
Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are 
observable, either directly or indirectly; or 
Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not 
based on observable market data. 
 
Fair value hierarchy – Financial instruments measured at fair value 
The table below analyses financial instruments measured at fair value at the reporting date by the level in the 
fair value hierarchy into which the fair value measurement is categorized. The amounts are based on the values 
recognized in the statement of financial position. All below fair value measurements are recurring. 

 
 
 31 December 2021 
 Level 1  Level 2  Level 3  Total 

Investments  376,400  --  --  376,400 
 
Financial instruments comprise financial assets and financial liabilities. Financial assets consist of cash at bank, 
due from a related party and security deposit and financial liability consists of accounts payable and accrued 
expenses. As at 31 December 2021 and 2020, the fair values of these financial instruments approximate their 
carrying values due to relatively short-term nature of these financial instruments and not significantly exposed 
to any financial risk. These financial instruments are classified under level 3. 
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15. REGULATORY REQUIREMENTS FOR CAPITAL AND CAPITAL ADEQUACY 
 

The CMA had issued Prudential Rules (the "Rules") dated 30 December 2012 (corresponding to 17 Safar 
1434H). According to these Rules, the CMA had prescribed the framework and guidance regarding the 
minimum regulatory capital requirement and its calculation methodology as prescribed under these Rules. In 
accordance with this methodology, the Company had calculated its minimum capital required and capital 
adequacy ratios as follows: 

 
The Company has started its business in dealing securities during the year. Accordingly, no regulatory 
requirements for capital adequacy in prior year. 
 
The composition of the Company’s regulatory capital as at 31 December is as follows: 

 
 

 
2021 

SAR ‘000 
Capital Base:  
Tier 1 capital 65,668 
Tier 2 capital - 
Total Capital Base 65,668 

  
Minimum capital requirement:  
Market Risk 965 
Credit Risk 7,801 
Operational risk 7,362 
Total minimum capital required 16,128 

  
  
Capital adequacy ratio:  
Total capital ratio (time) 4.07 
Tier 1 capital ratio (time) 4.07 
Surplus in capital 49,540 

 
 Tier 1 capital consists of paid-up share capital, accumulated profits, share premium (if any), reserves 

excluding revaluation reserves, with certain deductions as per the Rules. 
 

 Tier 2 capital consists of subordinated loans, cumulative preference shares and revaluation reserves, with 
certain deductions as per the Rules. 

 
 The minimum capital requirements for market, credit and operational risks are calculated as per the 

requirements specified in the Rules 
 

 The Company's business objectives when managing capital adequacy are to comply with the capital 
requirements set forth by the CMA to safeguard the Company's ability to continue as a going concern and 
to maintain a strong capital base. 

  
16. EVENTS AFTER REPORTING PERIOD 

 
There are no events subsequent to reporting period which require adjustment or disclosure to the financial 
statements. 

 
17. BOARD OF DIRECTOR’S APPROVAL 
  

The financial statements have been approved by the Board of Directors on 28 Shaban 1443H (corresponding 
to 31 March 2022). 




