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ECONOMIC
HIGHLIGHTS
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SAUDI ARABIA
ECONOMIC OVERVIEW
The economy of Saudi Arabia is characterized by a number of 
special features, the most important of which is that it is the
biggest economy in the Middle East. The initial expectations of 
the Saudi economy 2018 are optimistic due to several factors, 
mainly, the improvement in oil prices after the agreement 
reached between OPEC member states and non-OPEC oil 
exporting countries including Russia.  Another important factor 
is the leadership’s determination to implement the National 
Transformation Program that includes the restructuring of many 
economic sectors. Saudi reforms are enhancing the growth of 
small and medium enterprises sector to create jobs and boost 
the economy, as the Ministry of Labor launches 68 initiatives 
to stimulate private sector investment, according to several 
economy experts. 
Source: https://bit.ly/2Vwo8fm

The private sector is seen to definitely have a major role in  
re-pumping a portion of the money into projects and bring in 
more confidence. SME’s are also to contribute particularly after 
the establishment of the General Authority of Small and Medium 
Enterprises to guide and help structure overall businesses.  After 
the UAE, Saudi Arabia has the most developed SME sector in 
the GCC. Saudi Arabia has the largest number of the public and 
private sector SME support programs within the GCC. The SME 
sector alone is a 2.2 trillion riyal opportunity in Saudi Arabia 
that is just waiting to happen. SMEs in Saudi Arabia employ 
62%  of the total private sector workforce, but today only 7 % are 
women. The opportunity is enormous, particularly as women are 
eager and ready; in 2016, 40 % of Saudi startups were 
owned by women.
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The SMEs Loan Guarantee Program (KAFALAH) has maintained 
its ongoing key role in supporting small and medium enterprises 
Kingdom-wide with the aim of expanding the beneficiaries’ base 
and creating new job opportunities to reduce unemployment 
rates in the Kingdom.

Source: https://bit.ly/2Vwo8fm
Source: https://bit.ly/2IaLDYo

SME MARKET 
OVERVIEW
SME showed an increase in the revenues of small enterprises 
which employ (6 to 49) workers in the private sector with a 
percentage of (0.9%) compared to the third quarter of last year 
(2017). However, the revenues of medium enterprises that 
employ (50 to 249) workers in the private sector registered 
(113,654,809) SAR in quarter 3, 2018. 

The results also demonstrated an increase in the number of 
small enterprises workers as they recorded (1,627,482) workers 
in quarter 3, 2018 with a percentage of (1.8%) compared to the 
same quarter of 2017. Regarding the numbers of workers in 
medium enterprises which employ (50 to 249) workers in the 
private sector, they increased to reach (917,847) workers in 
quarter 3, 2018 with a percentage of (2.5%) compared to quarter 
3, 2017. 

The results of the indicator of SMEs contribution to private sector 
(quarter 3, 2018) indicated a decrease by (2.4%) in the numbers of 
workers in micro enterprises which employ (less than 5 workers) 
in the private sector with (2,015,019) workers during the third 
quarter of 2018, compared to the third quarter of 2017.  

On the other hand, the results also revealed a decrease in the 
revenues of micro enterprises that employ (less than 5 workers) 
in the private sector during the third quarter of 2018, with a 
percentage of (3.0%) compared to the third quarter of 2017, 
where they registered (171,256,482) SAR.

Source: https://www.stats.gov.sa/en/news/323
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MONSHAAT
Also in-order to support the market a government initiated 
a new program “Monshaat” with an objective to organize, 
support, develop and sponsor the SME sector in accordance 
with best global practices, to increase the productivity of these 
enterprises and increase their contribution to the GDP from 20% 
to 35% by 2030. Monshaat works on supporting, developing and 
nurturing the SME sector in line with best global practices by 
implementing and supporting programs and projects to promote 
the cultural and spirit of entrepreneurship and innovation, 
and diversifying sources of financial support for SMEs, and 
stimulating venture capital initiatives, setting policies and 

standards for financing projects classified as small and medium 
enterprises. It also provides administrative and technical support 
for the establishments and support them in developing their 
administrative, technical, financial, marketing, human resources 
and other capabilities and also enhances the collaboration 
between different governmental and international entities 
related to Monshaat’s objectives.
Source: https://www.monshaat.gov.sa/en/about

Despite being one of the fastest growing economies in the 
world, Saudi Arabia has shown a relatively low contribution 
from the SME sector, in terms of GDP and employment rate. 
The contribution of SMEs to GDP stands at 33%, which is low 
compared to the most developed economies. In Spain and the 
US SMEs contribute to 64.3% and 50% of GDP, respectively. 
However, it is higher compared to most of the GCC countries. 
Oman and Bahrain SMEs contribute to only 14% and 28% of 
GDP, respectively.

63% OF SMES IN THE 
REGION HAVE NO 
ACCESS TO FINANCE
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There is a general lack of reliable and accessible information 
about these enterprises because the registries and bureaus 
cannot give credit scores.

There is no proven legal environment that allows for collateral 
registry and legal enforcement in case of default.

Most SMEs do not have Financial controls (i.e. properly audited 
financials). This requires financial institutions to spend greater 
time and resources in servicing them, which results in increased 
operational costs for the financiers, which when incurred, are 
passed on to the SMEs in the form of premium charges.

Nearly, 85% of SMEs are single proprietor companies, and 
therefore the distinction between company and private 
assets often becomes hazy 
 
This results in an increased risk of lending. This has necessitated 
the need for proper policy tools to impart more confidence to 
the lenders by managing their risks better. Although the number 
of existing policies and tools is large and some of the programs 
are well funded and effective, the lack of strategic co-ordination 
results in duplication of efforts, thus increasing cost as 
well as redundancies. 

1.

2.

3.

4.
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COMPANY
OVERVIEW
Alraedah Finance Company (the “Company”) is a Saudi Closed 
Joint Stock Company registered in the Kingdom of Saudi Arabia 
under commercial registration numbered 1010314982 issued 
in Riyadh on 21 Ramadan 1432H (corresponding to 21 August 
2011). The Company is engaged in providing finance lease and 
finance for small and medium entities in the form of Ijara and 
Murabaha in accordance with the Saudi Arabian Monetary 
Authority (“SAMA”) approval. 
 
SAMA has issued the “Implementing regulations of the Law on 
supervision of Finance Companies” which were published on 24 
February 2013 following the “Financial lease law” and “Law on 
supervision of Finance Companies” (the “laws”) published on 
27 August 2012. These laws have given existing companies a 
grace period of two years to align their current position with the 
new law’s requirements. During the year ended 31 December 
2014, the Company received a pre-approval license numbered 
361000017087 on 2 Safar1436H (corresponding to 24
 November 2014). SAMA has issued the company formal license 
on 30 Rabi Thani 1437H (corresponding to 9 February 2016) 
numbered 43/ASH/201602.

The Company has one branch in Buriydah under commercial 
registration numbered 1131056928 on 24 Shaban 1437H 
(corresponding to 31 May 2016) and one branch in Dammam 
under commercial registration numbered 2051222088 on 17 
Dhul-Qadah 1439H (corresponding to 30 July 2018).
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Name of Shareholders Number of Share

15,000,000 100.00%

% Ownership

Nassir Aqeel Abdullah Al Tayyar 8,100,000 54.00%

3,000,000 20.00%

2,000,000 13.34%

1,400,000 09.33%

500,000 03.33%

Abdullah Al Dawood

Shua’a Company

Al Tayyar Real Estate

Al Tayyar Holding Company

Total

The board is comprised of the following memebrs

 Credit and Risk Committee Schedule:

SHAREHOLDERS

COMPOSITION Of THE 
BOARD Of DIRECTORS CREDIT AND RISK 

COMMITTEE MEETINGSBoard Member
or Committee
Members

Board Meeting

Credit and Risk
Committee DatesDr. Nasser Al

Tayyar

Dr. Nasser Al
Tayyar

Chairman

Absent

Attended

Attended

Attended

Attended

Attended

Attended

Attended

Absent

Absent

Absent

Attended

Attended

Attended

Attended

Attended

Absent Absent Absent

Attended Attended Attended Attended

Attended Attended Attended Attended

Attended Attended Attended Attended

Absent Absent Absent Absent

Non-Executive C

C

CX

X

X

X X X

X

X

XX

X

Non-Executive

Non-Executive

Non-Executive

Independent

Independent

Executive

Board 
Member/MD

Board Member

Board Member

Board Member

Audit
Committee

Audit
Committee

Abdullah Nasser
Al Dawood

Abdullah Nasser
Al Dawood

Abdullah Nasser
Al Dawood

Nasser
Al Dawood

Paul Melotto

Nasser Al Dawood

Nasser Al Dawood

Feb -17

May-17

Aug-17

Nov-17

Jun-18

Paul Melotto

Paul Melotto

Saad AlHameidi

Saad Al Hamedi

Samer Farfhoud

Loaye Al Nahdela

Position

April 2018 July 2018 Oct. 2018 Jan. 2019

Classification Board of 
Directors

Audit
Committee

Credit &
Risk 
Committee

Remuneration
& Nomination
Committee

Note: The board has not received any compensation for FY 2018.
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OPERATING RESULTS
Income Statement

Income on Financing Activity

Finance Charges

Other Income

Operating Expenses

Salaries and Employee related expenses

Other general and administrative expenses

Charge for Impairment on financing

Depreciation and amortization

Rent and premises related expenses

Loss on assets acquired in satisfaction
of claims

NET FINANCING ACTIVITIES

30,264,618 43,265,937 -30.05%

3,960,382 4,268,901 7.23%

26,304, 236 38,997,036 -33%

2,983,153 3,358,874 -11.19%

2018 A 2017 A Var. (%)

GROSS OPERATING EXPENSES

NET OPERATING EXPENSES

29,287,389 42,355,910 -31%

11,274,709 10,241,212 -10.09%

1,201,639 976,957 -23.00%

1,762,750 0 -100.00%

7,770,491

6,201,146

825,454

251,200

5,459,865

24,344,931

1,226,859

106,086

-42.32%

74.53%

32.72%

137%

This schedule above is for illustrative purposes some accounts have been 
reclassified to give the reader a better comparison. 

Net INCOMe
Net Income increased by 137% from 106K to 251K from 2017 to 
2018 respectively. Increased in Net Income is due to decrease 
in Impairment on Financing by 74.53%. There is also decrease 
in assets depreciation cost by 32.72% in 2018. However, the 
Company has expanded and opened a new branch which cause 
to increase in operating expenses by 42.32% compared to same 
period last year.
 

INCOMe fROM
fINANCINg ACtIVItIeS

fINANCe ChARgeS

SAlARIeS AND eMPlOyeeS
RelAteD exPeNSeS

geNeRAl AND ADMINIStRAtIVe 
exPeNSe

Decrease from SAR 43.26mn to SAR 30.26mn which is a 
decrease of 30.05%. The Company had accrued profit up to 
90 days against defaulted clients (with real state collateral) 
amounting to SAR 6.2mn after SAMA’s circular in 2017. 
Additionally, the Company had sold Alhajj’ land and recognized 
past due profit SAR 4.7mn in 2017.

Funding cost increased by 7.23% from SAR 4.26mn to SAR 
2.98mn from 2017 to 2018, respectively. The Company has paid 
off loans during the year

Salaries and employees related expenses increased by 10.09% 
from SAR 10.24mn to 11.27mn from 2017 to 2018, respectively. 
Whereas, head count increased by 33.33% from 36 to 48 from 
2017 to 2018, respectively.

General and administrative expense increased by 42.32% 
from 5.45mn to 7.78mn from 2017 to 2018, respectively. The 
Company has spent more on its marketing campaign and booked 
expenses for cyber security. there is a bit increase in professional 
fees in current period as compare to same period last year.
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BALANCE SHEET

Income Statement

ASSETS

Cash and cash equivalents/bank balances

Accounts and payable accruals

Long term debt

Paid-up share capital

Accounts receivables Current

Provision for Zakat and income tax

Employees’ end of service benefits

Statutory reserves

Retained Earnings

Prepaid expenses and Deposits

Short term borrowings

Net accounts receivables: long term

Intangible assets

Property plant and equipment, net

52,689,909

16,638,429

38,301,419

150,000,000

26,409,890

9,990,811

14,470,571

150,000,000

99.50%

66.54%

164.68%

0.00%

130,877,915

3,869,766

945,352

1,418,154

16,575,345

113,525,787

14,577,767

588,285

1,415,642

7,713,393

15.28%

-73.45%

60.70%

0.18%

114.89%

7,669,569

27,521,193

16,267,503

27,403,239

-52.85%

0.43%

2018 A 2017 A Var. (%)

TOTAL CURRENT ASSETS

TOTAL LONG TERM ASSETS

LIABILITIES

TOTAL CURRENT LIABILITY

TOTAL LONG TERM LIABILITY

TOTAL SHAREHOLDERS’ EQUITY

EQUITY

tOtAl ASSetS

tOtAl lIABIlIty AND
ShARehOlDeRS’ eQUIty

tOtAl lIABIlIty

191,236,393 156,203,180 -22.43%

672,143

62,717,55 68,622,389

558,961

-8.60%

643,567 775,178

20.25%

64,044,265

255,269,658 226,159,708 12.87%

69,965,528

-16.98%

-8.47%

The Company’s receivables portfolio increased by 6.02% from 182.59mn 
to 193.59mn from 2017 to 2018 respectively. The increase is due to 
company’s new originations in the year 2018.

48,029,388 51,971,871 -7.59%

39,246,771 15,058,856 160.62%

87,276,159 67,030,673 30.20%

255,269,658 226,159,708 12.87%

167,993,499 159,129,035 5.57%

PROVISION fOR DOUBtfUl DeBtS
The Company provision increased by 216% from 2.26mn to 
6.73mn from 2017 to 2018. The current economic conditions 
trigger the management to take action on basis of the expected 
recoveries and collaterals pledge against the loans. It is 
managements opinion that these impairments are 
temporary in nature

Movement in provision for doubtful debts

Balance at the beginning of the year

Impairment charge for the year

Written off during the year

Adoption of IFRS - 9 

52,689,909 26,409,890

130,877,915 113,525,787

7,669,569 16,267,503

December 31, 2017 December 31, 2018

BALANCE AT THE END OF THE YEAR

62,717,55 68,622,389

6,732,473 2,267,269
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ACCOMPLISHMENTS
2015
Change name from Aalam Al Arab Installment & Leasing
Limited to AlRaedah Finance Company
Converted Company Structure from LLC to Closed Joint
Stock Company
Increased Capital to SAR 2015mn
Increased Saudization Ratio to 64%

THE PRINCIPAL FINANCING 
INSTITUTION FOR SMES 
IN THE KINGDOM OF 
SAUDI ARABIA.

2016

2017

2018

SAMA License issued
Increased Bank facilities to 2 banks
Hired Company Risk Officer
Launch Branch in Al Qassim
Increased Saudization Ratio to 70%

Received BIBAN award 2017
Implemented IFRS 9
Implemented AI/Machine Learning Platform

Hired Head of Compliance

Promoted previous Head of Compliance to Acting
Head of Operations

Expand our borrowings from 50mn to SAR 200mn
Expand company’s footprint to Dammam & Jeddah
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SAUDIzATION 
& TRAINING
As a result of the Company’s continuing commitment to increase 
nationalization, The Percentage of Saudi nationals to total staff 
as of December 31, 2018 increased to 83.3%. In addition, the 
Company increased it female staff reaching 22.9% of the total 
workforce of the Company as of December 31, 2018.

During the year ended December 31, 2018 the Company held 
training courses for Artificial Intelligence. The Company has 
set-up a special training program in the United States and UK for 
employees to gain meaningful work experience within our
industry abroad and bring that experience back to the Kingdom 
of Saudi Arabia.

Risk 
Management
The complexity of today’s financial services sector, business 
operations, and diversity of geographical locations requires the 
identification, measurement, aggregation, and effective 
management of risks  including an efficient allocation of capital to 
derive an optimal  risk-return ratio. In addition, the stakeholders 
of the Company, including its regulators also expect the Company 
to have a clear and well documented framework in place that 
addresses several dimensions of the Company’s business.

The Company has a comprehensive set of policies dealing with
various aspects of risk management. The Risk Management 
Policy is the overarching Policy Guide prepared in conformity with 
SAMA  guidelines which covers the risks the Company  is exposed 
to in the pursuit of its business objectives. It also describes the 
risk governance structures and risk management policies in place 
for management, monitoring, and control of the risks through the 
Risk Appetite  Framework & Credit Policy Guide.
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The Company’s activities expose it to a variety of financial risks: 
market risk (including currency risk and special commission rate 
risks), credit risk and liquidity risk. The Company’s overall risk 
management program focuses on the unpredictability of financial 
markets and seeks to minimize potential adverse effects on the 
Company’s financial performance. Risk management is carried 
out by senior management. 

The most important risks and their oversight is 
summarized below:

MARKet RISK

CURReNCy RISK 

COMMISSION RAte RISK

Keeping in view the overall financial condition of the market, or 
in broad sense “Macro-Economic & Socio-Political” situation, the 
overall economy, especially financial industry has been under 
stressed position with reduced repayment ability of the 
customers. In order to cope up with the earlier stated situation 
the company “Al Raedah” has adapted an aggressive position 
over the collection function along with the Credit Underwriting 
function. The Company also perform an indepth segmental, 
“was-is”  analytics etc. over the portfolio in order to keep the 
management updated with the movements within the portfolio.

The Company activities are restricted to only “Local Currency” 
i.e. SAR, and therefore is not exposed to any risk related to other 
Currency Rates.

The Company currently uses profit rate swaps when available 
to the hedge spikes in funding cost that may arise when
SIBOR increases.

lIQUIDIty RISK

OPeRAtIONAl RISK 

CReDIt RISK MANAgeMeNt

CReDIt RISK MANAgeMeNt
StRAtegy

The Company keep a stringent control over the liquidity position 
by updating a daily cash report. Also the Company have “Credit 
Facility Line” contract with two banks in order to meet its
business liquidity requirement.

Operational Risk is defined as the risk of loss resulting from 
inadequate or failed internal processes, people and systems, 
or from external events. The Company’s Operational Risk
 Management Policy provides a Company-wide definition of 
operational risk and lays down the processes under which the 
operational risks are to be identified, assessed, monitored, and 
controlled. The key components of this framework are 
comprehensively documented in the Company’s operational risk 
policies document.

The Company manages exposures to credit risk, which is the 
risk that one party to a financial instrument will fail to discharge 
an obligation and cause the other party to incur a financial loss. 
Credit exposures arise principally in lending activities.

The approach to credit risk management is based on a 
foundation which preserves the independence and integrity 
of credit risk assessment. The Company has a comprehensive 
framework of managing credit risk, which includes an
independent credit risk review function and credit risk 
monitoring process via analytics. Credit reporting processes are
therefore combined with clear policies which guide the day-to-
day underwriting  and management of the Company’s credit 
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risk  exposure. This  approach includes credit limits that are 
established for all customers after a careful assessment of their 
creditworthiness. All procedures, outlined in the Company’s 
Credit Policy Guide  approved by the Board of Directors, require 
that all credit  proposals must reviewed and approved by the 
Credit Committee and the Board of Directors.

CReDIt RISK MONItORINg AND 
RePORtINg SySteM

PASt-DUe AND IMPAIRMeNt

Credit risk is monitored on an ongoing basis with formal monthly 
and quarterly reporting to the Credit Committee, senior 
management and the Board of Directors to ensure awareness 
of shifts in credit quality and portfolio performance along with 
changing external factors such as economic and business cycles.

Credit facilities are classified as past due when a payment has 
not been received on its contractual payment date. A credit 
facility is generally considered impaired if the installment is past 
due for more than 90 days and the exposure is downgraded to a 
non-performing category.

DATAROBOT
ABOUt DAtAROBOt 
The DataRobot automated machine learning platform captures 
the knowledge, experience and best practices of the world’s 
leading data scientists, delivering unmatched levels of
 automation and ease-of-use for machine learning initiatives. 
DataRobot enables users of all skill levels to build and deploy 
highly accurate machine learning models in a fraction of the time.

hOw DAtAROBOt wORKS 
DataRobot searches through millions of combinations of 
algorithms, data preprocessing steps, transformations, features 
and tuning parameters to narrow down the universe of possible 
solutions for a given data set and prediction target.
It then evaluates thousands of models in parallel to deliver the 
best predictive model in the shortest amount of time. Deploying 
models for predictions is a matter of just a few mouse clicks – no 
re-coding or translation required.
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DataRobot provides built-in
data science expertise and
automates the time-intensive
parts of model construction 
and deployment, cutting
prediction turnaround from
month to minutes.

time

empower analyst 
to build & deploy
predictive models

enable data scientist
& engineering to put 
predictive models
into production 
very quickly

Mentioned below screenshots depicts some of the features of 
the DataRobot that are created by the DataRobot by analyzing 
the data.

Unmet demand
for scoial science

The small pool of data scientist
and large amount of time needed
to construct and deploy predictive
models leaves many businesses
unable to quickly deliver
time-sensitive projects.

time

Supply of
Internal 
Resources

Predictive
Algorithm
Demand

-  PReDICteD  +

AC
tU

Al

why DAtAROBOt exIStS

ROC CURVe

DAtA ACCURACy teSt
fIllINg the gAP
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feAtURe IMPACt



An
nu

al
 R

ep
or

t  
‘1

8
33

BOARD Of DIRECTORS 
DECLARATION

AUDITORS

ACCOUNTING 
STANDARDS

The Board of Directors  hereby declares that to the best of its 
knowledge and belief and in all material respects:

Proper books and accounts have been maintained;

The System of internal control is sound in design; and

There is no significant doubts concerning the Company’s ability
to continue as a going concern
 

The General Assembly meeting held on July 7, 2018 
appointed Ernst & Young as The Company’s auditor for the 
fiscal year 2017.

The Company follows the Accounting Standards for Financial 
Institutions promulgated by the Saudi Arabian Monetary Agency 
(SAMA) and International Financial Reporting Standards (IFRS) 
The Company also prepares its financial statements in 
compliance with the Regulations for Companies in the Kingdom 
of Saudi Arabia, and the Company’s Articles of Association.

SHARI’A COMPLIANCE
AlRaedah finance has a Sharia Board that oversees all of its 
finance products. The Sharia Board includes the  membership of 
Dr. Muhammad bin Saud Al-Osaimi Dr. Yusuf bin Abdullah 
Al-Shubaili. Both members have extensive publications in 
relation to sharia compliant financial transaction. 
Both members are members of a number of esteemed banks 
and financial institutions. The Sharia Board is supported by a 
Sharia Board Secretariat and a sharia compliance Audit. 
All company transactions are audited for Sharia compliance 
on  a quarterly basis.   

32


