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MESSAGE FROM THE CHAIRMAN

Persistent adherence to high moral principles and professional standards – this is the phi-

losophy ICAP operates on and this is the source of the immense pride I have in chairing its 

governance.

Uncertainty over potential economic growth of the global economy and, more specifical-

ly, the second largest economy, China, along with anticipation of further increase in oil sup-

ply in an already oversupplied market underlined the slump in oil prices and, in turn, most 

of the GCC equity markets in 2015. A hefty budget deficit and an outlook of subdued oil 

revenue had a more severe impact on the Saudi financial market with the Tadawul plun-

ging 17% during the year. 

However, despite the slowdown of GDP growth, the region still has positive growth outlo-

ok. The financial health of the Saudi economy, as well as most of the GCC countries is very 

sound with strong reserves and very low public debt. The resolve of the government to 

diversify the economy, to pursue a comprehensive privatization program and to continue 

to spend on strategic projects will ensure long-term stability and growth. 

It is with this positivity that ICAP continues to explore investment opportunities for its 

clients and offer a range of products and services that suit the various economic cycles. 

The Board of Directors of ICAP defined a 5-year strategy (2015 to 2019) that would direct 

ICAP’s focus on delivering value seamlessly across all the chosen lines of business. It is my 

belief that: 

A successful investor needs to have the precise recipe of 
intuition, business sense and a trusted investment partner. 

ICAP is the partner for you.
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MESSAGE FROM THE CEO

It depends on us whether we fear a beaten market or see it as an 
opportunity. History testifies the last.

Despite challenging financial market conditions resulting from a combination of volatile regional 

geo-political situation and a testing economic environment emerging from the slide in oil prices, 

ICAP had an exciting, innovative and profitable year. Highlights of the year included:

•   Sharp increase in the market share of local 

brokerage business which stood at 7% on 

average for the year 2015. This was the third 

consecutive year of market share upsurge, 

surpassing its peers in terms of growth rate. 

•   Successful execution of the rights issue 

of United Cooperative Assurance as lead 

manager and securing of diverse corporate 

finance deals, an internal milestone for a 

relatively young business segment.

• Venturing into Real Estate Fund Manage-

ment services with the successful launch of 

SAIB Saraya Tower Real Estate Development 

Fund and SAIB Fund- Hiteen Land, financing 

2 iconic projects of over SR 1 bn in Khobar 

& Riyadh, and offering investors an attrac-

tive medium-term investment opportunity 

compatible with the Islamic principles set by 

the Sharia Board.

• Continued recognition by professional en-

tities including winning a Special Achieve-

ment Award by Tatweej Excellence Award 

Academy in 2015.

•  Addition to the range of Investment 

Funds offered to investors in KSA with 

the launch of 2 new equity funds namely 

SAIB GCC Income Fund and SAIB Saudi IPO 

Fund.

•   Further strengthening of the human and 

technological resource base that would 

support amplification of business growth, 

returns to stakeholders and, above all, the 

quality of service to its clients. With such in-

vestments made over the last several years, 

ICAP operates as a fully independent entity 

with all support functions housed within 

the entity.

•  Continued support, empowerment and 

development of the young male and fe-

male Saudi generation to lead the future 

reflected in an increase in number of Saudi 

working for ICAP by 24% and an increase 

in number of female staff by 50% over last 

year.

With specific strategic and financial ambitions for the next few years, 
a solid governance structure, robust risk management andinternal 
control processes and a team of seasoned professionals leading the 
various business and support functions, ICAP is confident of its ability 

to face all challenges and continues to foresee a prosperous 2016.

MENA Award
Fund Manager

Fastest Growing 
Corporate Finance 
Division in Saudi 
Arabia

OUTSTANDING 
ACHIVMENTS
REWARD

2 awards Best GCC 
Fund Management 
2012 & best new 
Islamic Fund in 2012

Country: UAE
Country: US

Country: UAE
Awarder: MENA 
award Awarder: INTERNA-

TIONAL FINANCE 
MAGAZINE

Awarder: TATWEEJ 
ACADEMY Awarder: Wworld 

Finance

AWARDS
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Integrity
We conduct our business fairly, with honesty and transparency. 

Performance
We constantly strive to achieve the highest possible standards of delivery in our day-to-day 
work and in the quality of the services we provide. 

Customer Service
We work to deliver the best possible solutions and services to our clients, always putting 
their interests first in any business decisions. 

171716
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It depends on us whether we fear 
a beaten market or see it as an 
opportunity. History testifies the 

last   

Hesham Abou Jamee
CEO
Hehsam Abou Jamee joined Alistithmar Capital in July 2012. He has over 24 years of experience in the financial sector. Prior 
to joining Alistithmar Capital he worked with Bakheet Investment Group starting as a Financial Analyst moving up to Head 
of Asset Management and ending his tenure with Bakheet as Chief Executive Officer. Hesham is a pioneer in the Saudi 
financial market often appearing on several media outlets sharing his knowledge and insights of the market. Hesham’s 
dedication and inspiring leadership along with the board’s strategic views and directions has steered Alistithmar Capital 
towards an exponential growth. He holds a Bachelor degree in Administrative Science majoring in Quantitative Methods 
from King Saud University.

18 19
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Badr Al-Aswad

Faisal Al-Omran

Non Independent Board Member 

Non Independent Board Member 

Mr. Badr Al-Aswad is the General Manager for Quality Assurance 
in Saudi Investment Bank since 2013, responsible to oversee the 
bank’s Customer advocacy and awareness, customer care, voi-
ce of Customer, mystery shopping, Operational excellence and 
Quality research. He has work experience of more than 20 years 
concentrated in Operation, Electronic Banking & ATM, Alternati-
ve Channels, customer services and quality profession working 
for Saudi Hollandi Bank and Saudi Investment Bank.  Mr. Al-
Aswad holds a bachelor degree in Accounting from King Saud 
University in 1993. 

Mr. Faisal Al-Omran is the Treasurer and Chief Investment Officer 
of Saudi Investment Bank since 2015. He has work experience of 
more than 12 years covering treasury, investment and corpora-
te finance. Mr. Al-Omran holds a bachelor degree in accounting 
and finance bachelor degree with honors from North Eastern 
University, Boston, USA. 

AbdullahAl-Zaben
Chairman
Independent Board Member
Mr. Abdullah Al-Zaben is the chairman of Alistithmar Capital 
since 2015. He works for Sultan Bin Abdul Aziz Program for Me-
dical and Educational Telecommunication as Director General. 
He has a work experience of more than 35 years concentrated 
in  economy, finance, investment and management working 
for many companies like; The Saudi Fund for Development, The 
Arab Investment Company and Sultan  Bin Abdul Aziz Al-Saud 
Foundation . Mr. Al-Zaben has a master degree in Economy - Fi-
nance from Alabama University, USA and a bachelor degree in 
Economy from King Saudi University

Hammad Albelaihid

Hassan Maghrabi

Independent Board Member

Non Independent Board Member 

Mr. Hammad Albelaihid has work experience of more than 26 ye-
ars as a business development professional with a phenomenal 
track record in strategic sales, marketing & product development 
for major business organizations like; Gulf Trading Holding Com-
pany (Alrifai), Modern Electronics Est. (Hewlett-Packard Division 
– Part of Al Faisaliah Group),  AlKalam International Company 
(Part of Fawaz Alhokair Group),  Al Falak Electronics Equipment’s 
& Supplies, among other organizations. Mr. Albelaihid holds an 
executive MBA in Business Administration from The University 
of Michigan, USA in 1999 and a bachelor degree in Architectural 
Engineering from Bluefield state College, USA in 1987.

Mr. Hassan Maghrabi is the regional general manager in western 
region for Saudi Investment Bank since 1990. He has a vast ex-
perience of more than 34 years working for several reputable 
companies in Saudi Arabia like: Saudi Airlines, SAMBA, NCB and 
Saudi Investment Bank. He is an ex board member in Amlak in-
ternational and American Express SA. Mr. Maghrabi holds a ba-
chelor Degree in Electrical Engineering from Washington Uni-
versity, USA as well as Management Science from Fontbonne 
College, USA in1982

Abdulmalek
Al-Sanea
Non Independent Board Member 
Mr. Abdulmalek AlSanea is the General Manager for Business 
Partners in Saudi Investment Bank since 2008, responsible to 
oversee the bank’s investments in all subsidiaries and associates: 
Alistithmar Capital, American Express SA, MedGulf Insurance, 
ORIX SA and Amlak International for Real Estate Finance. He has 
vast experience of more than 30 years concentrated in finance, 
credit, risk and corporate banking profession working for many 
reputable Saudi institutions like Saudi Industrial Development 
Fund, Riyadh Bank, STC and SAIB.  Mr. Al-Sanea holds a Bache-
lor of Science degree in Civil Engineering from the University of 
Miami, Florida in 1984. 

BOARD OF DIRECTOR’S
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A. THE YEAR 2015 – A GLIMPSE

The Board of Directors of Alistithmar for Financial Securities and Brokerage Company (hereinafter re-

ferred to as “Alistithmar Capital” or “ICAP”) is pleased to present the Annual Report for the year ended 

December 31, 2015

Despite challenging financial market conditions resulting from a combination of 
volatile regional geo-political situation and a testing economic environment emerging 
from the slide in oil prices, ICAP had an exciting, innovative and profitable year.

Highlights of the year included:

With specific strategic and financial ambitions for the next few years, a solid governance structure, 
robust risk management and internal control processes and a team of seasoned professionals, ICAP 
is confident of its ability to face all challenges and continues to foresee a prosperous 2016.

•   Sharp increase in the market share of local 
brokerage business which stood at 7% on 
average for the year 2015. This was the third 
consecutive year of market share upsurge, 
surpassing its peers in terms of growth rate.

• Venturing into Real Estate Fund Management 
services with the successful launch of SAIB 
Saraya Tower Real Estate Development Fund 
and SAIB Fund- Hiteen Land, financing 2 iconic 
projects of over SR 1 bn in Khobar & Riyadh, 
and offering investors an attractive medium-
term investment opportunity compatible 
with the Islamic principles

•   Continued recognition by professional 
entities including winning a Special 
Achievement Award by Tatweej Excellence 
Award Academy in 2015.

• Continued support, empowerment and 
development of the young male and female 
Saudi generation to lead the future reflected 
in an increase in number of Saudi working for 
ICAP by 24% and an increase in number of 
female staff by 50% over last year.

•  Addition to the range of Investment Funds 
offered to investors in KSA with the launch of 
2 new equity funds namely SAIB GCC Equity 
Income Fund and SAIB Saudi IPO Fund.

• Successful execution of the rights issue 
of United Cooperative Assurance as lead 
manager underwriter and securing of diverse 
corporate finance deals, an internal milestone 
for a relatively young business segment

•  Further strengthening of the human and 
technological resource base that would 
support amplification of business growth, 
returns to stakeholders and, above all, the 
quality of service to its clients. With such 
investments made over the last several years, 
ICAP operates as a fully independent entity 
with all support functions housed within the 
entity.



2524

ICAP is a Saudi closed joint stock company established under the Regulations for 
Companies in the Kingdom of Saudi Arabia, with its Head Office based in Riyadh. 
ICAP was converted from a limited liability company to a Saudi closed joint stock 
company during 2015. ICAP offers brokerage, asset management, margin lending, 
custody, arranging and advisory services to retail and institutional clients in regional 
and international markets.
ICAP is subject to all applicable laws and regulations of the Kingdom of Saudi Arabia 
and is regulated by the Capital Market Authority (CMA).

BROKERAGE – Local & International Markets

While continuing to grow its business and offer a variety of investment products 
and services, ICAP’s prime objective is to create value for its clients. We strongly 
believe that our uncompromising stance on our values has helped us strengthen our 
relationship with our clients. 

Integrity
We conduct our business fairly, with honesty and transparency. 

Performance
We constantly strive to achieve the highest possible standards of delivery in our day-
to-day work and in the quality of the services we provide. 

Customer Service
We work to deliver the best possible solutions and services to our clients, always 
putting their interests first in any business decisions. 

ICAP acts on behalf of its clients to trade 
(purchase and sale shares) in local and 
international markets. Besides a reliable 
telephonic channel and welcoming 
team of dealers, the brokerage online 
platform ISTITHMARCOM provides 
clients with a user friendly platform 
with a depth of features that allow them 
to analyze the local market and execute 
trades in a state of the art manner. 
Moreover, this platform is available on 
multiple channels including tablets and 
smart phones.
ICAP also provides clients with 
trading access to international markets 

including US, GCC and other markets. 
All agreements and transactions are 
executed directly between ICAP and its 
clients who do not need to engage with 
any offshore financial intermediary. 
ICAP offers investment capabilities in 
different asset classes including equities, 
options, precious metals and ETFs 
in these international markets. ICAP 
expects to expand ISTITHMARCOM 
to include some international markets 
in 2016 that will provide its clients 
the opportunity to trade through the 
internet in these markets.

B. FORMATION & LEGAL STATUS

C. OUR VALUES

D. MAJOR BUSINESS ACTIVITIES

ICAP also provides portfolio management services through offering both discretionary and 
non-discretionary portfolio management. Each portfolio is managed according to the needs 
of client by offering discrete investment profiles (e.g. fixed income, money market, equity, 
balanced, growth etc.).

List of Equity & Fixed Income-Money Market funds

•    SAIB Trade Finance Fund

•    SAIB Sukuk Fund

•    SAIB Saudi Equity Fund

•    SAIB Saudi Companies Fund

•    SAIB Saudi IPO Fund

•    SAIB GCC Equity Fund

•    SAIB Arab Companies Fund

•    SAIB GCC Equity Income Fund

•    GCC Strategic Fund

Margin Lending
ICAP’s clients are provided margin lending facilities in the local and international markets, 
subject to special terms and conditions. ICAP provides different types of margin financing 
products including overdraft facility, and Murabaha financing. Margin lending limits are 
strictly monitored by the Risk Management function.

Advisory
Advisory
ICAP also has a sell-side research function to enhance the information efficiency and market 
transparency, and in turn, achieve investors’ confidence. Staffed with a team of dynamic 
market analysts and industry experts who study the macroeconomic context and prospects 
of specific companies, clients are advised on potentially winning stocks. The research also 
clearly defines the sources of risks that might affect the economy and the equity market. 
Quarterly reports are publicly released to advise clients on profit estimates of specific stocks 
in local and GCC markets.
Moreover, members of the senior management of ICAP including the CEO and Head of Sell-
Side Research are invited as regular guests on various business channels to share their views 
on local, regional and global economy and financial markets.

Custody
Custody
ICAP offers custody services to its clients covering their portfolios in any market they trade 
in. On behalf of its clients, it follows up third parties to effect corporate actions, collect 
dividends, adjust holdings after share split, and collect share bonus etc.

ASSET MANAGEMENT - Mutual Funds & Portfolio Management
ASSET MANAGEMENT - Mutual Funds & Portfolio Management
ICAP provides conventional, Shariah-compliant and alternative investment funds relating 
to major markets including KSA, GCC , etc and global asset classes including fixed income 
(debt/Sukuk), money market and equities. These products and services are developed, 
managed and delivered through a dedicated team of asset management professionals and 
are supported by an in-house buy-side research team. Each fund has been structured to 
satisfy the varying needs of its clientele. 
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  Total revenues 120,862 131,732

  Total expenses 92,376 78,465

  Net income before Zakat & Tax 28,486 53,267

  Total assets 686,200 923,583

  Total liabilities 334,054 587,777

  Total equity 352,146 335,806

  Return on equity  % 8.3% 17%

  Return on assets  % 3.5% 6.3%

  Equity to total assets  % 42.7% 36.9%

  Capital Base 340,266 323,926

  Minimum Capital Required 180,192 191,282

  Capital Ratio (time) 1.8 1.69
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Real Estate Funds
Furthermore, ICAP successfully launched its first two Real Estate funds in 2015, which 
focus its investment strategy to provide the best opportunities for ICAP’s clients in taking 
advantage of the vibrant real estate sector in Saudi Arabia allowing them to diversify their 
investments by achieving capital growth through investment structured mechanisms that 
is compliant with the rules and regulations imposed by the Capital Market Authority. Two 
funds were launched, namely SAIB Saraya Tower Real Estate Development Fund & SAIB 
Funds - Hiteen Land.

CORPORATE FINANCE SERVICES
The Corporate Finance division of ICAP is capable of providing clients with a full range of 
capital raising and strategic advisory services across equity capital markets (ECM), mergers 
and acquisitions (M&A), strategic and financial advisory (S&FA) and debt capital markets 
(DCM).
Staffed with a team of ardent, qualified professionals and personal engagement of senior 
management team, this recently established function has been able to quickly secure a range 
of diverse deals including being the lead manager for rights issue of United Cooperative 
Assurance during 2015.

The Company’s net income before Zakat & 
Tax for the year ended December 31, 2015 
was SR 28.5 million (2014: SR 53.2 million), 
posting a decrease of 46% from the last 
year. The decrease was due to the negative 
impact of declining regional financial 
markets and low oil prices.
Net brokerage Income (Local and 
International markets) being SR 49.8 
million (2014: SR 60.8 million) posted a 
decrease of 18%, mainly owed to lower 
value traded on Tadawul (market value 
traded over Tadawul decreased by 23%). 
However ICAP’s market share increased to 
an annual average of 7% (2014 Average: 
4.8%).
Asset Management Income, which mainly 
includes management fee on assets under 

management in public and private mutual 
funds and portfolios posted an increase of 
20%, income being SR 38.4 million (2014: 
SR 31.9 million) due to the launch of two 
new real estate funds during the year.
Commission income, which includes net 
commission earned on margin lending 
facilities provided to clients totaled SR 25 
million (2014: SR 30.8 million), posting 
a decrease of 19% due to lower margin 
lending portfolio resulting from declining 
local financial market during the year.
Operating expenses were SR 92.4 million 
(2014: SR 78.5 million) reflecting an 
increase by 18%. This was mainly owed to 
the increase in salaries & employees related 
expenses and CMA penalties.

Note:
The company has not published any projected income statement.

E. OPERATING RESULTS AND
FINANCIAL POSITION – Year 2015

The General Assembly of ICAP re-appointed PricewaterhouseCoopers Al Juraid as ICAP’s 
auditors for the financial year 2015. No material misstatements were reported by the 
external auditors in their report on the financial statements for the year.

During 2015, ICAP paid SAR 2.4 million in penalties and fines to the CMA.

SAR (in ‘000’)

F. AUDITORS’ REPORT – Year 2015

G. REGULATORY PENALTIES AND 
FINES

H. TWO YEAR’S FINANCIAL 
HIGHLIGHTS

26
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Name Position Classification Directorship in other Companies

  Mr. Abdullah Al-Zaben Chairman Independent

Alqassim Medical Services
Makkah Medical Centre

Aldar Media & Publishing 
National Hail Healthcare

 Mr. Abdulmalek Al-Sanea Board Member Non-Independent
Saudi Orix Leasing

Medgulf

 Mr. Faisal Al-Omran Board Member Non-Independent Amlak International

 Mr. Badr Al Aswad* Board Member Non-Independent None

 Mr. Hassan Al Maghrabi* Board Member Non-Independent None

 Mr. Hammad Al-Belaihid Board Member Independent None

ICAP continued to play its role towards the betterment of the society through 
sponsorship in BMG Foundation engaged in various social and cultural initiatives in 
Saudi Arabia and other countries. 

ICAP had prepared a Five-year Strategy Plan (2015-2019) in Q4 2014 and had 
implemented an organization structure that would support the strategy. No significant 
changes were made to that structure during the year.
Though unfavorable market conditions in the latter part of 2015 had an impact on 
income from brokerage and equity-based investment management business and has 
translated into lower revenue and income forecast for 2016 compared to the target 
set in the strategy plan, however, in principle, we would continue efforts to attain 
growth through robust product and service offerings.
ICAP has no plans for any significant restructuring or closure of operations.

The Board of Directors comprised of the following members as of Dec 31, 2015:

*Appointed during the year 2015, replacing Mr. Saleh Al-Augla and Mr. Sulaiman Al-Obeid.
Number of meetings held in 2015:  4

J. CORPORATE SOCIAL 
RESPONSIBILITY

I.  RESTRUCTURING, EXPANSION AND 
CLOSURE OF OPERATIONS

K. COMPOSITION OF THE BOARD OF 
DIRECTORS 

2828
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The Board of Directors has the following committees:

L. BOARD COMMITTEES

1.  Audit Committee:

The Committee assists the Board in its oversight of the integrity 
of ICAP’s financial statements and internal controls, compliance 
with legal and regulatory requirements, including ICAP’s 
standards and policies, the qualifications, independence and 
performance of ICAP’s external auditor and the performance of 
ICAP’s internal audit function and its auditors.

Committee Members:
1.  Mr. Maged Al Dakheel – Chairman
2.  Mr. Salman Ahmed
3.  Mr. Badr Al Aswad
Number of meetings held in 2015:  9

2.  Nomination and Remuneration Committee:

The Committee assists the Board in making recommendations 
to the Board on Executive remuneration and incentive policies, 
remuneration packages of senior management, Company’s 
recruitment, retention and termination policies for senior 
management.

Committee Members:
1.  Mr. Abdulmalek Al Sanea – Chairman
2.  Mr. Hammad Al-Belaihed
3.  Mr. Chandrasiri Hewapattini
Number of meetings held in 2015: 2

3.  Credit and Risk Committee:

The Committee assists the Board in its oversight of ICAP’s risk governance structure, 
ICAP’s risk management and risk assessment guidelines and policies regarding 
market, credit, and liquidity and funding risk and ICAP’s risk tolerance.

Committee Members:
1.  Mr. Abdulmalek Al Sanea – Chairman
2.  Mr. Hassan Al Maghrabi
3.  Mr. Faisal Abdullah Al-Omran
Number of meetings held in 2015: 5

4.  Proprietary Investment Committee:

The Committee assists the Board in its oversight of ICAP’s investment decisions, 
evaluation of all new products, funds, instruments & processes to be launched and 
admission of new business partners ranging from investment advisors, sub-investment 
managers, real estate fund managers, real estate developers, etc.

Committee Members:
1.  Mr. Abdulmalek Al Sanea – Chairman
2.  Mr. Faisal Al-Omran
3.  Mr. Abdullah Al-Zaben
4.  Mr. Hesham Abou Jamee
Number of meetings held in 2015: 4
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Date of Meeting Members Attended

  February 17, 2015
Abdullah Al-Zaben, Abdulmalek Al-Sanea, Faisal Al-Omran,  

Salah Al Augla and Hammad Al-Belaihid

  May 26, 2015
Abdullah Al-Zaben, Abdulmalek Al-Sanea, Faisal Al-Omran, 

Badr Al Aswad, Hassan Al Maghrabi and Hammad Al-Belaihid

  September 08, 2015
Abdullah Al-Zaben, Abdulmalek Al-Sanea, Faisal Al-Omran, 

Badr Al Aswad, Hassan Al Maghrabi and Hammad Al-Belaihid

  December 09, 2015
Abdullah Al-Zaben, Abdulmalek Al-Sanea, Faisal Al-Omran, 

Badr Al Aswad, Hassan Al Maghrabi and Hammad Al-Belaihid

Description
Board Executive

Members
Board Non-Executive / 
Independent Members

Five Senior Executives receiving 
the Highest Remuneration & 

indemnities including the CEO 
& CFO

--------------------- SR ‘000’ -------------------

Salaries & Indemnities - - 3,603

Allowances - - 1,530

Periodic & Annual
Remuneration - 240 748

Incentive Plans - - 666

Any Other Remuneration    
payable monthly or yearly - - 691

TOTAL - 240 7,238

Four Board of Director’s meeting were held during 2015 as follows:

M. DIRECTORS’ ATTENDANCE

N. DIRECTORS’ AND SENIOR
EXECUTIVES’ REMUNERATION

34

O. RISK MANAGEMENT
Risk is defined as the potential for loss, either 
directly through loss of earnings or capital or 
indirectly through the imposition of constraints 
on an organization’s ability to meet its business 
objectives. Such constraints pose a risk, by 
limiting a company’s ability to conduct its 
business or to take advantage of opportunities 
to enhance its business.

In ICAP, the primary goals of risk management 
are to ensure that the outcomes ofrisk-
taking activities are consistent with ICAP’s 
strategies and risk appetite, and that there is an 
appropriate balance between risk and reward in 
order to maximize shareholder returns. ICAP’s 
enterprise-wide risk management framework 
provides the foundation for achieving these 
goals.

Effective risk management intends to allow a 
greater control in achieving an appropriate 
balance between risks ICAP wishes to accept 
(at a price that is commensurate to that risk) 
and risks it wishes to mitigate. Although risk 
management seeks to monitor the risks identified 
and to keep them within acceptable limits, 
ICAP views the purpose of risk management 
from a purely prudential objective to a broader 
economic objective.

ICAP’s Board of Directors has the responsibility 
for setting ICAP’s tolerance for risk. The key 
principles of ICAP’s risk appetite as approved 
by the Board are as follows:

Capital resources - ICAP prefers to 
maintain a buffer of at-least 10% of the 
internally assessed capital at any point in time

Operational Risk - ICAP is targeting to not 
have operational losses of more than a specified 
amount over any one year 

Reputation - ICAP is targeting to not have 
any serious damage to its reputation through its 
operations or existence

For risk and capital management purposes, 
ICAP also is in compliance with the CMA’s 
“Prudential Rules” regulation which covers 
this aspect of prudent risk management and 
adequate capital management to mitigate any 
risks.

In addition to the above, ICAP’s Internal Audit 
function reports to the Audit Committee of the 
Board of Directors and provides an independent 
validation of business and support units’ 
compliance with risk policies and procedures 
and the adequacy and effectiveness of the risk 
management framework on a company-wide 
basis.

34
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The following provides a description of ICAP’s significant risks including the 
methods on how ICAP manages these risks:

Credit Risk

Credit risk is the risk of loss due to an obligor’s 
non-payment of an outstanding debt, loan 
or other line of credit (either the principal 
or interest (coupon) or both). The principal 
sources of credit risk for ICAP arise from 
two potential sources (1) Margin facilities 
to corporate clients and retail clients – both 
conventional and Islamic facilities and (2) 
Proprietary Investments of ICAP.
ICAP has a comprehensive framework of 
managing credit risk which includes an 
independent credit risk review function and 
credit risk monitoring process. With respect to 
the margin facilities provided by ICAP, there is 
a detailed policy that covers the parameters that 
should be considered prior to the acceptance 
of a client for the provision of margin facilities, 
rules of disbursement, different controls that 
need to be in place during the facility period, 
etc. There are stipulated minimum coverage 
ratios required for the disbursement of margin 
facilities depending on the market.
The Risk Management Department is engaged 
in frequent monitoring of the different limits 
and controls that are in place for the provision 
of such facilities. In addition to the minimum 
coverage ratios, there are controls in terms of 
maximum limit per client, tenor limits, margin 
calls, and various other risk controls in order 
to minimize the credit risk arising from these 
facilities.

Market Risk

This is the risk that the value of an investment 
will decrease due to movements in market 
factors. The market risk factors considered by 
ICAP are equity risk, interest rate risk, foreign 
exchange risk, credit spread risk, underwriting 
risk, commodity risk and settlement risk. ICAP 
has very little market risk given that it does not 
operate an active trading book. It invests its 
excess cash in carefully analyzed and selected 
investment after appropriate due diligence.
ICAP does not have an active trading book, 
however it has established a detailed Investment 
policy guideline that it should follow which 
prescribes the trading limits, investment limits, 
exposure limits, etc. that shall be strictly 
followed in case of any positions that ICAP 
takes as principal.
The monitoring and control of market risk is 
handled by the risk management function 
which is responsible for ensuring market risk 
exposures are measured in accordance with 
defined policies and reported daily against 
prescribed control limits

Liquidity Risk

This is the risk of ICAP not having available 
sufficient resources to enable it to meet its 
obligations as they fall due or can only secure 
such resources at excessive cost. The two 
aspects of liquidity are asset liquidity and 
funding liquidity.
Funding liquidity risk arises when the 
necessary liquidity to fund obligations cannot 
be obtained at the expected terms and when 
required. Asset liquidity risk arises when the 
assets are not able to be disposed at its current 
market value without affecting liquidity of the 
asset.
When it comes to funding liquidity risk, ICAP 
monitors the liquidity position regularly to 
meet any commitments in a timely manner. 
ICAP also carries out stress testing to assess 
the worst case scenario in terms of liquidity 
crisis with a view to assess ICAP’s ability to 
maintain an adequate capital position in such 
a scenario.
ICAP also closely monitors the availability 
of funding lines to meet the commitments. It 
seeks to maintain a cushion of unencumbered, 
liquid investment that can be liquidated in 
times of meeting unexpected cash flows arising 
from the normal course of business. ICAP has 
a Board-approved Liquidity Risk Policy which 
addresses the above aspects.

Operational Risk

Operational risk is defined as per Basel II 
regulations, as the risk of direct or indirect 
losses resulting from human factors, external 
events and inadequate or failed internal 
processes and systems. In general, there are 
four main causes that are identified in standard 
operational risk definitions. Operational risk 
events can occur when there are inadequacies 
or failures due to People (human factors), 
Processes, Systems or External events. In order 
to manage the operational risks within ICAP, 
it operates a ‘three line of defense’ model as 
indicated below:

The first line of defense is business 
line management. It has the primary 
responsibility for the identification, 
management and mitigation of the risks 
associated with the products and processed 
of its business. It engages in regular testing 
and certification of the adequacy and 
effectiveness of controls and compliance 
with ICAP’s policies and procedures

The second line of defense is ICAP’s Risk 
Management Department. This department 
is responsible for identifying the potential 
sources of risks that can arise as a result 
of the differing business lines and support 
functions in ICAP. It is also responsible for 
the preparation and maintenance of the 
detailed risk register which identified the 
potential sources of risk and the possible 
controls that have to be in place in order to 
mitigate the identified risks.

The third line of defense is Audit. ICAP’s 
internal audit is responsible for assessing 
compliance with the risk register and for 
providing independent evaluation of the 
adequacy and effectiveness of the risk 
control framework. The Head of Internal 
Audit reports to the Audit Committee 
which is a Board committee.
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ICAP recognizes the importance of planning for Business Continuity and continued 
to make progress in this area in 2015. An effective Business Continuity Plan (“BCP”) 
will facilitate ICAP in mitigating a serious disruptive crisis in a controlled, timely, and 
structured manner. It also helps the company to effectively manage any disruption 
in its operations and to recover as quickly and effectively as possible from an 
unforeseen disaster or emergency that may interrupt normal business operations in 
full or in part. During 2015, ICAP further strengthened the testing of its Business 
Continuity Plan and procedures. Differing tests of various extents were completed 
on two separate occasions during the year. The results of the tests were taken into 
account to continuously improve the BCP Plan and procedures to successful and 
provide confidence that ICAP will be able to handle such a crisis, should it occur. 
ICAP will continue testing its process for business continuity at least twice a year, as 
per the recommendation of the Board.

Internal Audit monitors the effectiveness 
of internal control structures across the 
whole of ICAP focusing on the areas 
of greatest risk to the company as 
determined by a risk-based approach. 
Internal Audit accomplishes this by 
independently reviewing the design 
effectiveness and operating efficiency 
of internal control systems and 
policies established by both business 
management and by risk management 
and control functions to ensure that 
ICAP is operating within its stated 
risk appetite and in compliance with 
the regulatory framework. The Head 
of Internal Audit reports to the Audit 
Committee on all related matters. 
Executive management is responsible 
for ensuring that recommendations 
made by the Internal Audit function 
are implemented within an agreed 
timetable.

During 2015, Internal Audit reviewed 
a number of activities and processes 
of Alistithmar Capital following this 
risk-based approach. Reports of these 
audits have been submitted to the 
Audit Committee, highlighting areas 
where the effectiveness of controls 
or management’s effectiveness in 
addressing control deficiencies was 
found to be less than satisfactory. On an 
overall basis, audits of the effectiveness 
of the internal control environment 
conducted during 2015 confirmed that 
systems and procedures for the on-
going identification, evaluation and 
management of the significant risks 
faced by ICAP were in place throughout 
the year. Internal Audit management was 
pleased with the cooperation received, 
as some findings have been closed soon 
after the audits were completed. This 
reflects the management’s keenness to 
improve processes to the most efficient 
levels

P. BUSINESS CONTINUITY PLAN

Q. ANNUAL REVIEW OF THE
EFFECTIVENESS OF INTERNAL 
CONTROL
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ICAP has no investment in affiliated companies.

ICAP has an overdraft facility from The Saudi Investment Bank to finance margin 
loans and murabaha financing granted to its customers with a maximum limit of 
SR 1.2 billion and outstanding balance as at December 31, 2015 is SR 287 million. 
The overdraft facility agreement is subject to annual renewal.

Neither the Board members or any related parties has any interest, contractual 
securities & subscription rights in ICAP’s or its subsidiaries’ shares or debt instruments.

R. INVESTMENT IN AFFILIATED 
COMPANIES

S. COMPANY BORROWING

T. BOARD MEMBERS & ITS RELATED 
PARTIES – INTEREST, CONTRACTUAL 
SECURITIES & SUBSCRIPTION RIGHTS 
IN THE COMPANY & ITS SUBSIDIARIES 
SHARES OR DEBT INSTRUMENTS 

U. BOARD MEMBERS, CHAIRMAN, 
CEO, CFO & ITS RELATED
PARTIES -CONTRACTS AND
TRANSACTIONS

V. CONCLUSION

ICAP has entered into service level agreements with the Saudi Investment Bank namely Rent & 
Premises, Mailing, Archiving and Information Technology Service Agreements (Refer Note -7 of the 
Audited Financial Statements). ICAP does not have any business and/or contract in which the Board 
Members, Chairman, CEO, CFO, and any related parities has any interest

The Board of Directors would like to express its gratitude to the Government of the Custodian of the 
Two Holy Mosques, King Salman Bin Abdulaziz Al-Saud, and in particular to the Capital Market 
Authority, for its continued and constructive support.  The Board also acknowledges with appreciation 
the confidence of ICAP’s clients and the dedication and loyalty of ICAP’s employees.
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AND BROKERAGE COMPANY
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By  : ___________________

      Khalid A. Mahdhar

      License Number 368
PricewaterhouseCoopers

ASSETS Note
As at December

31, 2015
Current assets
• Cash and cash equivalents 3 1,284,996

• Margin loans and murabaha financing 497,337,793

• Accrued management fees and commission income 7,843,797

• Prepaid expenses and other assets 4 13,873,268

• Total current assets 520,339,854

Non-current assets

• Investments 5 143,152,142

• Property and equipment, net 6 10,828,270

• Goodwill 11,879,718

• TOTAL ASSETS 686,199,984

Non-current liabilities

• Employees’ termination benefits 10 12,079,862

• Employees’ long-term benefits 11 15,828,818

• Total liabilities 334,053,897

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 686,199,984

COMMITMENTS AND CONTINGENCIES 16

LIABILITIES Current liabilities

• Bank overdraft 7 286,853,415

• Accrued and other liabilities 8 8,466,978

• Provision for zakat and income tax 9 10,824,824

• Total current liabilities 306,145,217

Shareholders’ equity

• Share capital 1 250,000,000

• Statutory reserve 12 23,799,354

• Retained earnings 78,731,815

• Changes in fair value reserve - available for sale
      investments

(385,082)

• Total shareholders’ equity 352,146,087
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(All Amounts In Saudi Riyals Unless Otherwise Stated)

BALANCE SHEET

The accompanying notes on pages 53 to 70 form an integral part of these financial statements.



CASH FLOW FROM INVESTING ACTIVITIES

• Additions to property and equipment (3,117,262)

• Proceeds from sale of property and equipment 99

• Purchase of available for sale investments (90,713,360)

• Net cash used in investing activities (93,830,523)

CASH FLOW FROM FINANCING ACTIVITY

• Change in bank overdraft (237,367,543)

• Cash used in financing activity (237,367,543)

OPERATING INCOME
For the period from 

March 10 to
December 31, 2015

CASH FLOW FROM OPERATIONS

• Net income for the period 17,789,115

• Adjustments to reconcile net income to net cash used 
in operations:

• Depreciation 4,628,804

• Gain on sale of property and equipment (99)

• Realized gains on sale of available for sale investments (5,336,815)

• Changes in working capital:

• Margin loans and murabaha financing 319,502,346

• Accrued management fees and commission income (436,887)

• Prepaid expenses and other assets 621,286

• Accrued and other liabilities 631,136

• Employees’ termination benefits, net 1,037,027

• Employees’ long-term benefits, net 895,756

• Zakat and income tax paid, net (7,595,014)

• Net cash generated from operating activities 331,736,655
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(All Amounts In Saudi Riyals Unless Otherwise Stated)

The accompanying notes on pages 53 to 70 form an integral part of these financial statements.

STATEMENT OF INCOME 

OPERATING INCOME Note
For the period from 

March 10 to
December 31, 2015

• Brokerage fee income, net 35,478,578

• Asset management fee, net 32,812,331

• Commission income, net 7, 13 20,078,520

• Realized gains on sale of available for sale investments 5,336,815

• Corporate finance 1,453,729

• Other income 845,523

• Total operating income 96,005,496

NET INCOME FOR THE PERIOD 17,789,115

COMMITMENTS AND CONTINGENCIES 16

OPERATING EXPENSES

• Salaries and employee-related expenses 7 49,706,551

• Business service charges 7 5,478,169

• Depreciation 6 4,628,804

• Subscription fees 3,158,461

• Legal and professional fees 2,401,161

• Other general, administrative and marketing expenses 14 12,843,235

• Total operating expenses 78,216,381

EARNINGS PER SHARE 15

Operating income for the period 3.84

Net income for the period 0.71

The accompanying notes on pages 53 to 70 form an integral part of these financial statements.

(All Amounts In Saudi Riyals Unless Otherwise Stated)

STATEMENT OF CASH FLOWS



Note Share 
capital

Statutory 
reserve

Retained 
earnings

Changes in fair 
value reserve 
- available for 

sale
investments

Total

Balance as at March
10, 2015 - 250,000,000 22,020,441 69,631,613 4,752,163 346,404,217

Net income for the period - - 3,603 17,789,115 - 17,789,115

Zakat and income tax 9 - 1,530 (6,910,000) - (6,910,000)

Transfer to statutory 
reserve 12 - 1,778,913 (1,778,913) - -

Net movement for the 
period 5 - - - (5,137,245) (5,137,245)

Balance as at
December 31, 2015 - 250,000,000 23,799,354 78,731,815 (385,082) 352,146,087

50 51

Net change in cash and cash equivalents 538,589

Cash and cash equivalents at beginning of the 
period

746,407

Cash and cash equivalents at end of the period 1,284,996

Supplemental non-cash information:

• Net changes in fair value of available for sale investments (5,137,245)

• Estimated zakat and income tax charged to equity (6,910,000)

The accompanying notes on pages 53 to 70 form an integral part of these financial statements.

(All Amounts In Saudi Riyals Unless Otherwise Stated)

STATEMENT OF CHANGES IN EQUITY

The accompanying notes on pages 53 to 70 form an integral part of these financial statements.
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1. GENERAL

Alistithmar for Financial Securities and 
Brokerage Company - Alistithmar Capital 
(the “Company”) is a Saudi closed joint stock 
company established under the Regulations 
for Companies in the Kingdom of Saudi 
Arabia. The Company was converted from a 
limited liability company to a Saudi closed 
joint stock company on Jumada Awal 19, 
1436H (corresponding to March 10, 2015). 
The Company operates under Commercial 
Registration No. 1010235995 issued in Riyadh 
on Rajab 8, 1428 H (corresponding to July 
22, 2007). The Company also operates its 
activities under Authorization License number 
(7061-15) dated Jumada Awal 16, 1428 H 
(corresponding to June 2, 2007) issued by the 
Capital Market Authority (CMA).

The Company’s first fiscal period under legal 
status of a Saudi closed joint stock company is 
from the date of ministerial resolution, March 
10, 2015 and ended on December 31, 2015. 
The Company’s statutory financial statements 
for the subsequent years will be prepared from 
January 1 to December 31 of each Gregorian 
year.

These financial statements are prepared by the 
management, and are based on the assumption 
that the Company continued its operational 
activity as a normal through the period ended 
December 31, 2015, as only the legal status 
changed from a limited liability company to a 
Saudi closed joint stock company.

The Company’s registered postal address is as 
follows:

Alistithmar for Financial Securities and 
Brokerage Company - Alistithmar Capital
P. O. Box 6888
Riyadh 11452
Kingdom of Saudi Arabia

The Company’s share capital of SR 250 million 
as at December 31, 2015 and 2014 consists of 
25,000,000 fully paid shares of SR 10 each, 
and is wholly-owned by the Saudi Investment 
Bank.

The foreign shareholding in the Company is 
represented indirectly through a 10% stake 
in The Saudi Investment Bank (the “Bank”), 
which resulted in an effective 10% foreign 
shareholding in the Company as at December 
31, 2015.

The principal activities of the Company are 
dealing in securities as principal and agent, 
underwriting, management of investment funds 
and private investment portfolios on behalf 
of customers, arrangement and advisory and 
custody services relating to financial securities.

(All Amounts In Saudi Riyals Unless Otherwise Stated)

NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015 The principal accounting policies applied in the preparation of these financial statements are set out 

below. 

Basis of preparation
The accompanying financial statements have been prepared under the historical cost convention 
on the accrual basis of accounting, as modified by revaluation of available-for-sale investments to 
fair value, and in compliance with the accounting standards generally accepted in Saudi Arabia and 
promulgated by Saudi Organization for Certified Public Accountants (“SOCPA”). 

Critical accounting estimates and judgments
The preparation of financial statements in conformity with generally accepted accounting standards 
requires the use of certain critical estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the reporting date and the 
reported amounts of revenues and expenses during the reporting period. Estimates and judgments are 
continually evaluated and are based on historical experience and other factors, including expectations 
of future events that are believed to be reasonable under the circumstances. The Company makes 
estimates and assumptions concerning the future. The resulting accounting estimates will, by 
definition, seldom equal the related actual results.

2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES
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Foreign currency translation
(a) Reporting currency
These financial statements are presented in 
Saudi Riyals (“SR”) which is the functional 
currency of the Company.

(b) Transactions and balances
Foreign currency transactions are translated 
into Saudi Riyals using the exchange rates 
prevailing at the dates of the transactions. 
Foreign exchange gains and losses resulting 
from the settlement of such transactions and 
from the translation at the year-end exchange 
rates of monetary assets and liabilities 
denominated in foreign currencies are 
recognized in the statement of income

Cash and cash equivalents
Cash and cash equivalents include cash at 
bank and highly liquid investments that are 
readily convertible into cash with original 
maturities of three months or less from the date 
of original acquisition

Margin loans and murabaha financing
Margin loans and murabaha financing are 
recognized when cash is advanced to the 
borrowers. They are derecognized when 
either borrower repays their obligations, or the 
balance is sold or written off, or substantially 
all the risks and rewards of ownership are 
transferred to other party.
Margin loans and murabaha financing 
are carried at the amount advanced to the 
customers, including related transaction cost 
less any provision for credit losses, if any. A 
provision against credit losses is established 

when there is objective evidence that the 
Company will not be able to collect all 
amounts due according to the original terms. 
All margin loans and murabaha financing at 
December 31, 2015 are maturing within one 
year

Available for sale investments
Available for sale investments are those 
intended to be held for an unspecified period 
of time, which may be sold in response to 
needs for liquidity or changes in commission 
rates, exchange rates or equity prices or that 
not classified as held to maturity or held for 
trading. These investments are included in 
non-current assets unless management intends 
to sell such investments within twelve months 
from the balance sheet date.
All investment securities are initially recognized 
upon acquisition at cost, including acquisition 
charges associated with the investment. 
Subsequently, available for sale investments 
are measured at fair value at the balance sheet 
with any gain or loss arising from a change 
in the fair value is recognized directly under 
equity. On de-recognition, any cumulative 
gain or loss previously recognized in equity 
is included in the statement of income for the 
period/year
For securities traded in organized financial 
markets, fair value is determined by reference 
to exchange quoted market bid prices at the 
close of business on the balance sheet date. 
Fair value of investments in mutual funds is 
determined by reference to declared net asset 
values.

(All Amounts In Saudi Riyals Unless Otherwise Stated)

NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

For securities traded in organized financial markets, fair value is determined by reference to exchange 
quoted market bid prices at the close of business on the balance sheet date. Fair value of investments 
in mutual funds is determined by reference to declared net asset values. 
For securities when there is no quoted market price, a reasonable estimate of the fair value is 
determined by reference to the current market value of another instrument which is substantially the 
same or is based on the expected cash flows of the security. Where the fair values cannot be derived 
from active markets, they are determined using a variety of valuation techniques that includes the 
use of mathematical models.
The input to these models is taken from observable market where possible, but where this is not 
feasible, a degree of judgment is required in establishing fair values.
For investments where the fair values cannot be reliably measured, these are carried at cost

Goodwill
Goodwill represents the difference between the purchase value and the fair value of the net assets 
acquired at the purchase date. The price is determined as the fair value at the acquisition date. 
Goodwill is stated at the balance sheet date at cost reduced for impairment in value, if any.

Property and equipment
Property and equipment are carried at cost less accumulated depreciation except work-in-progress 
which is carried at cost. Depreciation is charged to the statement of income, using the straight-line 
method to allocate the costs of the related assets over the following estimated useful lives:

       Number of years 
 
Leasehold improvements                           Over the lease period or 5 years, whichever is lesser
Computers                                                                                           4
Vehicles                                                                                           4
Furniture and office equipment                                                     4-10

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are 
included in the statement of income.
Maintenance and normal repairs which do not materially extend the estimated useful life of an asset 
are charged to the statement of income, as and when incurred. Major renewals and improvements, 
if any, are capitalized and the assets so replaced are retired.

Impairment of financial assets
An assessment is made at each balance sheet date to determine whether there is objective evidence 
that a financial asset or group of financial assets may be impaired. If such evidence exists, any 
impairment loss is recognized in the statement of income. Impairment is determined as follows:

•     For assets carried at fair value, impairment is the difference between the cost and fair value.

•      For assets carried at cost, impairment is the difference between the cost and the present value of 
future cash flows discounted at the current market rate of return for a similar financial asset.

•   For assets carried at amortized cost, impairment is based on estimated cash flows that are 
discounted at the original effective interest rate.
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Accounts payable and accruals
Liabilities are recognized for amounts to be paid 
for goods and services received, whether or not 
billed to the Company.

Provisions
Provisions are recognized when; the Company 
has a present legal or constructive obligation 
as a result of a past event; it is probable that an 
outflow of resources will be required to settle 
the obligation; and the amount can be reliably 
estimated.

Zakat and income tax
In accordance with the regulations of the 
Department of Zakat and Income Tax (“DZIT”), 
the Company is subject to zakat attributable 
to the Saudi shareholders and to income 
taxes attributable to the foreign shareholders. 
Provisions for zakat and income taxes are 
charged to the equity accounts of the Saudi 
and the foreign shareholders, respectively. 
Additional amounts payable, if any, at the 
finalization of final assessments are accounted 
for when such amounts are determined.

Employees’ termination benefits
Employee termination benefits required by 
Saudi Labor and Workman Law are accrued by 
the Company and charged to the statement 
of income. The liability is calculated; at the 
current value of the vested benefits to which 
the employee is entitled, should the employee 
leave at the balance sheet date. Termination 
payments are based on employees’ final salaries 
and allowances and their cumulative years of 
service, as stated in the laws of Saudi Arabia.

Employees’ long-term benefits
The Company offers its eligible employee 
security and savings plans that are based on 
mutual contributions by the Company and the 
employees. Also, the Company offers its eligible 
Saudi employees long-term service award.

(All Amounts In Saudi Riyals Unless Otherwise Stated)

NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

Income recognition
Brokerage fees are recognized on accrual basis upon delivery of services to customers and is stated 
net of discounts, if any, based on agreed applicable service contracts. Commission income from 
margin loans and murabaha financing are recognized based on the effective rate of return during the 
contract period, reduced by relevant commission charged by the Bank on funds provided to finance 
the margin loans and murabaha financing.
Asset management fees are recognized on the accrual basis as services are provided. Advisory, 
including corporate finance, custody and other service fees are recognized when the related services 
have been provided. Income on time deposits with the Bank is recognized on accrual basis.
Dividends income from investments is recognized when the Company’s right to receive the dividends 
is established

Segment information
 
(a) Business segment
A business segment is a group of assets, operations or entities:

(i) Engaged in revenue producing activities;
(ii) Results of its operations are continuously analyzed by management in order to make decisions 
related to resource allocation and performance of assessment; and
(iii) Financial information is separately available.

(b) Geographical segment
A geographical segment is group of assets, operations or entities engaged in revenue producing 
activities within a particular economic environment that are subject to risk and returns different from 
those operating in other economic environment.

Expenses
Expenses are measured and recognized as a period cost at the time when they are incurred. Expenses 
related to more than one financial period are allocated over such periods proportionately.

Operating lease
Rental expenses under operating leases are charged to the income statement over the period of the 
respective lease.

Fiduciary assets
Assets held in trust or in a fiduciary capacity are not treated as assets of the Company and, accordingly, 
are not included in these accompanying financial statements. Such assets primarily comprise of 
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(All Amounts In Saudi Riyals Unless Otherwise Stated)

NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

3. CASH AND CASH EQUIVALENTS

4. PREPAID EXPENSES AND OTHER ASSETS

As at December 31, 
2015

• Cash on hand 10,000

• Cash at bank (Note 7) 1,274,966

1,284,966

As at December 31, 
2015

• Receivable from customers 5,574,761

• Staff personal loans 1,887,483

• Prepaid IT services 1,650,560

• Prepaid insurance 1,415,313

• Subscriptions 1,326,032

• Staff advance housing 887,914

• Other Receivable - mutual funds 306,362

• Prepaid maintenance expense 123,130

• Other receivables 701,713

13,873,268

5. INVESTMENTS

Investment in Mutual Funds
As at December 31, 

2015

•   SAIB Trade Finance Fund 82,703,271

•   SAIB Saudi IPO Fund 25,000,000

•   SAIB Funds – Hitteen Land 12,500,000

•   SAIB Saudi Companies Fund 10,000,000

•   SAIB Sukuk Fund 6,532,953

•   SAIB GCC Equity Income Fund 5,000,000

•   SAIB Saraya Tower Real Estate Development Fund 1,800,000

The available for sale investments  in mutual funds  and listed and unlisted companies
following:

The investment in unlisted company is carried at cost, as its fair value cannot be reliably measured.

Investment in Unlisted Companies

• American Express 1,000

• Total cost 143,537,224

• Cumulative change in fair value (385,082)

143,152,142
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(All Amounts In Saudi Riyals Unless Otherwise Stated)

NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

6. PROPERTY AND EQUIPMENT, NET

Computers
Leasehold

improvements
Vehicles

Furniture 
and office 
equipment

Capital work-
in-progress

Total

Cost

March 10, 2015 16,691,150 5,211,851 190,625 4,622,231  3,285,090 30,000,947

Additions 3,443,987 2,607,589 - 350,776 - 6,402,352

Disposals / transfers - - - - (3,285,090) (3,285,090)

December 31, 2015 20,135,137 7,819,440 190,625 4,973,007 - 33,118,209

Accumulated 
depreciation

March 10, 2015 10,500,155 3,465,036 132,250 3,563,694 - 17,661,135

Charge for the year 2,963,150 1,115,270 30,250 520,134 - 4,628,804

Disposals - - - - - -

December 31, 2015 13,463,305 4,580,306 162,500 4,083,828 - 22,289,939

Net book value:

December 31, 2015 6,671,832 3,239,134 28,125 889,179 - 10,828,270

7. RELATED PARTY 
TRANSACTIONS

In the ordinary course of its activities, the 
Company transacts business with The Saudi 
Investment Bank (the Bank), the sole shareholder 
of the Company.
The Company has an overdraft facility from The 
Saudi Investment Bank to finance the margin 
loans and murabaha financing granted to its 
customers with a maximum limit of SR 1,200 
million. At December 31, 2015, the utilized 
amount of such facility is SR 287 million. The 
Bank charged the Company commission 
expense on the utilized balance for the period 
ended December 31, 2015 amounting to SR 5.36 
million.
The Company also maintains its operating bank 
account with The Saudi Investment Bank (see 
Note 3).
The Company has several agreements with the 
Bank as follows:

i. Rent and premises related services 
agreement, under which the Bank provides to 
the Company the head office location and 8 
branch locations, rental of existing property 
and equipment, location and equipment 
maintenance, utilities, communication and 
parking lots for an annual charge of SR 5,909,570. 
Expense charged for the period ended at 
December 31, 2015 is SR 4,745,276. 

ii. Mailing service agreement, under which 
the Bank is to provide all mailing services to the 
Company through the Bank’s Mail Department 
for an annual charge of SR 39,000. Expense 
charged for the period ended at December 31, 
2015 is SR 31,500.

iii. Telephone recording agreement, 
under which the Bank is to provide recording 
services to the Company through the Bank’s 
Administration Department for an annual 
charge SR 3,600. Expense charged for the period 
ended at December 31, 2015 is SR 2,200.

iv. Archive service agreement, under which 
the Bank is to keep the Company’s files through 
the Bank’s Administration Department for an 
annual charge of SR 80,000. Expense charged 
for the period ended at December 31, 2015 is SR 
64,668.  

v. Information Technology (IT) agreement 
under which the Bank is to provide all IT services 
including services relating to e-mail, internet 
and related maintenance services for an annual 
charge of SR 880,829. Expense charged for 
the period ended at December 31, 2015 is SR 
634,525.  

Salaries and employee related expenses include 
an amount of SR 1,667,910 which represents 
the salaries and benefits of the Company’s Chief 
Executive Officer.

8. ACCRUED EXPENSES AND OTHER LIABILITIES

As at December 31, 
2015

• Accrued bonus for employees 5,000,000

• Accrued IT services 921,000

• Accrued utility charges 648,265

• Accrued professional fees 628,000

• GOSI Payable 363,497

• Subscription charges 281,610

• Other 624,606

8,466,978
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NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

9. PROVISION FOR ZAKAT AND INCOME TAX

Period ended
December 31, 2015

• Shareholders equity - beginning of the period 332,645,690

• Net income for the period, as adjusted 33,352,454

• Provisions 10,940,595

• Property and equipment, net (13,405,182)

• Investments (143,152,142)

• Goodwill (11,879,718)

• Total zakat base 208,501,697

• Saudi shareholding percentage 90%

• Zakat base for Saudi shareholders for the period 152,691,790

• Adjusted net income for Saudi shareholders 30,017,208

• Estimated zakat for the period 3,817,295

Components of zakat base
The significant components of the zakat base of the Saudi shareholders are principally comprised of 
the following:

The zakat is calculated at 2.5% of the zakat base for Saudi shareholders or adjusted net income for 
Saudi shareholders, whichever is higher

Period ended
December 31, 2015

• Taxable income of the Company - foreign shareholders 21,868,924

• Foreign shareholding percentage 10%

• Taxable income of ultimate foreign shareholders 2,186,892

• Income tax calculated at 20% - period 437,378

Taxable income

The movement in provision for zakat and income tax during the period ended
December 31, 2015 is summarized as follows:
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The Company received and settled its assessment orders of zakat and income tax with the DZIT up to 
the year 2010. The Company also filed its zakat and income tax return for the years 2011 through to 
2014 and received interim assessments for the years 2012 and 2013, see Note 15

Zakat Income tax Total

Balance at the beginning of the period 10,033,300 1,476,538 11,509,838

Additions during the period 6,440,000 470,000 6,910,000

Payments during the period (6,567,846) (1,027,168) (7,595,014)

Balance at the end of the period 9,905,454 919,370 10,824,824

As at December 31, 
2015

• Balance at the beginning of the period 11,042,835

• Additions during the period 2,292,734

• Payments during the period (1,255,707)

• Balance at the end of the period 12,079,862

As at December 31, 
2015

• Employees’ long-term service award 6,697,591

• Employees’ saving plan 7,703,271

• Employees’ service security plan 1,427,956

15,828,818

10. EMPLOYEES’ TERMINATION BENEFITS

11. EMPLOYEES’ LONG-TERM BENEFITS
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For the period from 
March 10 to

December 31, 2015

• Commission income 25,442,605

• Commission expense (5,364,085)

20,078,520

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia and the Company’s 
By-laws, the Company is required to allocate 10% of its net income each year to a statutory reserve. 
The Company may discontinue such transfers when such reserve reaches one-half of its share capital. 
Such reserve is not available for dividend distribution.

13. COMMISSION INCOME, NET

12. STATUTORY RESERVE

14. OTHER GENERAL, ADMINISTRATIVE AND MARKETING 
EXPENSES

For the period from 
March 10 to

December 31, 2015

• IT services 5,295,725

• Advertising and marketing 1,097,096

• Janitorial and cleaning services 875,361

• Utility charges 809,183

• Travel and conveyance 494,781

• Stationery and supplies 305,291

• Mail charges 258,238

• Insurance cost 215,192

• Independent directors’ fee 206,000

• Repairs and maintenance expenses 150,448

• Penalties and fines 2,330,000

• Other 805,920

12,843,235

Earnings per share from operating income and net income is calculated by dividing the operating 
income  and net income for the period by the weighted average number of shares for the period 
ended December 31, 2015 amounting to 25 million shares.

15. EARNINGS PER SHARE

As at December 31, 2015, the Company has commitments to extend margin loans amounting to SR 
277 million.

During 2012 and 2013, the Company received interim assessments from the DZIT for additional Zakat 
amounting to SR 1.97 million and SR 2.23 million relating to the Company’s 2011 and 2012 zakat filings, 
respectively, due to the disallowance of long-term investments in mutual funds from the zakat base. 
The Company, in consultation with its zakat advisors, has filed appeals with the DZIT, and is awaiting 
a response. The Company believes that it has the basis to challenge such amounts; accordingly, no 
liability was recorded in the financial statements for the period ended December 31, 2015

16. COMMITMENTS AND CONTINGENCIES
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Financial instruments carried on the balance sheet include cash and cash equivalents, margin loans 
and murabaha financing, accrued management fees and commission income, available for sale 
investments, bank overdraft, accrued expenses and other current liabilities. The particular recognition 
methods adopted are disclosed in the individual policy statements associated with each item.

Clients’ money accounts
As at December 31, 2015, the Company is holding clients’ money accounts, with the Bank, amounting 
to SR 1,045 million, to be used for investments upon client discretion. Consistent with its accounting 
policy, such balances are not included in the Company’s financial statements.

Assets under management
The market value of net assets under management at December 31, 2015 amounted to approximately    
SR 4,394 million.

18. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

17. FIDUCIARY ASSETS

Credit risk

Credit risk is the risk that one party of a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss. The Company has established procedures to manage 
credit exposure including evaluation of borrowers’ credit worthiness, formal credit approvals, 
assigning credit limits, obtaining collateral such as managing borrowers’ portfolios. Individual margin 
loan and murabaha financing contracts generally are for terms not exceeding twelve months.
Concentrations of credit risk arise when a number of counter-parties are engaged in similar business 
activities, or activities in the same geographic region, or have similar economic features that would 
cause their ability to meet contractual obligations to be similarly affected by changes in economic, 
political or other conditions. Concentrations of credit risk indicate the relative sensitivity of the 
Company’s performance to developments affecting a particular industry or geographical location.
The Company manages its credit risk exposure through attempting to diversify its lending activities 
to ensure that there is no undue concentration of risks with individuals or groups of customers.
The Company follows a credit methodology with its margin borrowing customers that allows 
maintaining certain collateral margin coverage against the granted margin loans. Any exception of 
individual margin loan from the coverage rule is closely watched by management to execute remedial 
cash margins or sale of the securities held.

Commission rate risk

Commission rate risk is the uncertainty of future earnings resulting from fluctuations in commission 
rates. The risk arises when there is a mismatch in the assets and liabilities which are subject to 
commission rate adjustment within a specified period. The most important source of such rate risk is 
the Company’s borrowings and lending’s, where fluctuations in commission rates, if any, are reflected 
in the results of operations.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign 
exchange rates. The Company’s transactions are principally in Saudi Riyals accordingly the Company 
is not exposed to significant foreign exchange risk.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet 
commitments associated with financial instruments. Liquidity risk may result from an inability to sell 
a financial asset quickly at an amount close to its fair value. Liquidity risk is managed by monitoring 
on a regular basis that sufficient funds are available through committed credit facilities to meet any 
future commitments.

Fair value

Fair value is the amount for which an asset could be exchanged, or a liability settled between 
knowledgeable willing parties in an arm’s length transaction. As the Company’s financial instruments 
are compiled under the historical cost convention, except for available-for-sale investments which 
are carried at fair values, differences can arise between the book values and the fair value estimates. 
Management believes that the fair values of the Company’s financial assets and liabilities are not 
materially different from their carrying values.

The Company operates and conducts its business activities only in the Kingdom of Saudi Arabia. For 
management purposes, the Company is organized into business lines based on services provided 
and has the following three reportable segments:

a. Brokerage and Margin Lending – this includes the brokerage & execution services by providing 
access to the Saudi Arabia and International markets and the extension of margin facilities for these 
markets for customers.

b. Asset Management – this includes the management of conventional and Shariah compliant 
assets on behalf of investors which can be in the form of mutual funds or discretionary portfolio 
mandates.

c. Other - this includes other business lines such as Investment banking, custody and advisory 
services, in addition to the proprietary investments and corporate development and control functions.

19. SEGMENTAL INFORMATION
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NOTES TO THE FINANCIAL STATEMENTS FOR THE 
PERIOD FROM MARCH 10, 2015 TO
DECEMBER 31, 2015

Selected financial information as at December 31 and for the period then ended, summarized by 
business segments, is as follows:

20. REGULATORY CAPITAL REQUIREMENTS AND CAPITAL 
ADEQUACY RATIO:

2015
Brokerage 

and Margin 
Lending

Asset
Management Other Total

Operating income 55,557,098 32,812,331 7,636,067 96,005,496

Operating expenses 41,255,206 30,564,156 6,397,019 78,216,381

Net Income 14,301,892 2,248,175 1,239,048 17,789,115

Total assets 501,676,787 3,504,802 181,018,395 686,199,984

Total liabilities 286,853,415 - 47,200,482 334,053,897

Capital Base:
As at December 31,

2015
(SAR in ‘000’)

• Tier 1 Capital 340,266

• Tier 2 Capital -

• Total Capital Base 340,266

Minimum Capital Requirement:

• Market Risk 410

• Credit Risk 156,687

• Operational Risk 23,095

• Total Minimum Capital Required 180,192

Capital Adequacy Ratio:

• Capital Ratio (time) 1.89

Surplus / (Deficit) in Capital 160,074

a ) The Company’s business objectives when managing capital adequacy is to comply with 
the minimum capital requirements set forth by the CMA in the Rules, to safeguard the Company’s 
ability to continue as a going concern, and to maintain a strong capital base.

b ) The Company will disclose on annual basis certain information’s as per Pillar III of the 
Rules for public on the Company website (www.alistithmarcapital.com) however these are not 
subject to review or audit by the external auditors of the Company.

The financial statements have been approved by the Board of Directors on January 31, 2016

21. APPROVAL OF THE FINANCIAL STATEMENTS
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