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1. Introduction from Monica Merli, Regional Head of Moody’s 
Investors Service for Europe, the Middle East and Africa 

In this section we describe who we are and what we do. 

Moody’s Investors Service (“MIS”) has decades of experience in helping market participants across Europe, the Middle East and 
Africa (“EMEA”) understand credit risk. 

We define credit risk as the risk that an entity may not meet its contractual, financial obligations as they come due and any 
estimated financial loss in the event of default. This risk is inherent in bank loans, fixed-income securities and other financial 
products that are amongst the building blocks of the world’s capital markets. In addition to traditional bank loan markets, debt 
capital markets are a powerful mechanism for channeling funds into companies preparing to expand and for governments that 
intend to fund a variety of projects, including infrastructure projects. 

Credit ratings and research help investors analyse the credit risks associated with fixed-income securities and other financial 
obligations. As a leading global provider of credit ratings, research, and risk analysis, MIS helps contribute to the funding of the 
economy by analysing available information to assess the credit risk in an accessible and digestible form for use by market 
professionals. 

We have developed a rating system that rank-orders our view of the relative credit risk of the issuers and financial obligations we 
rate. This credit rating system communicates an informed opinion of how issuers or financial obligations across all geographies and 
asset classes in a given rating category will perform over time relative to other issuers and obligations in higher or lower rating 
categories. 

In so doing, credit ratings have standardised the language of credit by establishing common points of reference that can be 
compared across markets, industries and geographies. This comparability is especially important as capital markets have become 
increasingly global and interconnected and investors are faced with an extensive choice of investment opportunities. 

Our credit rating methodologies are freely available online, along with information on the performance of our credit ratings. This 
data shows that, our ratings have historically proven to be effective predictors of default, with lower rated entities and obligations 
expected to default, on average, at a higher frequency than more highly rated entities and obligations. Our most recent annual 
default survey is available on Moodys.com here. 

Supporting KSA capital markets 
MIS began assigning credit ratings to entities domiciled in the KSA in 1996, and remains committed to the development of the 
KSA’s capital markets, building on our decades of experience helping market participants understand credit risk in the KSA, Gulf 
Cooperation Council and wider Middle East region.  

MIS maintains over 30 credit ratings in the KSA, spread across several sectors. Our deepest coverage is in the Banking sector, 
where we rated 12 out of 13 Saudi Arabian banks until June 2019 and 11 out of 122  from June 2019. We also cover large 
corporates, certain supranationals in the Kingdom and infrastructure credits. In 2019 we also hosted MIS’s first annual conference 
in Riyadh, following the opening of our KSA office in 2018. 

  

 
2 In June 2019, two of the Saudi Arabian banks became one legal entity. 

 

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1206734


 
 

 
 MOODY’S INVESTORS SERVICE  /  KINGDOM OF SAUDI ARABIA (KSA) TRANSPARENCY REPORT 2019   
 

6 

1.1 How We Determine Ratings 
MIS’s credit ratings are determined by rating committees in which methodologies, not formulae, provide a framework for group 
decision making. Our methodologies, which are publicly available, set out the key analytical factors that we believe are the most 
important determinants for generating predictive credit ratings. Below, we describe a typical rating process: 

 

 

1.2 Key Attributes of MIS’s Ratings 
MIS’s credit ratings are intended to augment – not replace – the independent credit analysis that sophisticated investors and other 
market participants conduct for portfolio management, capital allocation and other purposes. 

KEY ATTRIBUTES OF MIS’s RATINGS 

 

  

Analytical Team Assigned 
The credit is assigned a Lead Analyst.  Collection of  

Information 
The Lead Analyst assembles relevant 
information from a wide variety of 
available sources. 

 Analysis 
The Lead Analyst applies the appropriate 
credit rating methodology and 
recommends a rating, drawing on a wide 
range of support within Moody’s. 

 

Rating Notification 
The issuer is notified of the rating committee 
decision solely to check for factual accuracy and 
to make sure confidential or non-public 
information is not inadvertently disclosed. 

 Rating Dissemination 
All public credit ratings are available 
through Press Releases on our website, 
moodys.com, and are distributed via 
newswires. 

 Surveillance 
Credits are monitored and reviewed as 
appropriate based on the credit 
environment, with each credit being 
reviewed at least once annually. 

 

Rating Committee 
Our credit opinions are determined by a majority vote of the rating committee after rigorous discussion and debate, which is 
moderated by the Rating Committee Chair. The number of members depends on the complexity of the credit, as well as the industries 
or sectors relevant to the rating being assigned. Committees may include analysts from different global offices to maximise the 
diversity of views considered and to help achieve global consistency in our analysis. All are vetted for conflicts of interest. 

 

Dedicated, experienced analytical 
teams using proprietary analytics 

A common language  
of credit risk 

A process that brings 
together analytical 
views 

Long history analysing 
creditworthiness   

A comprehensive view of credit risk in the capital markets based on 
unparalleled coverage 
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2. Compliance with the CRA Regulation 
MIS operates as a branch of Moody’s Investors Service Middle East Limited in the Kingdom (“MIS KSA branch”).3 MIS KSA branch 
is committed to complying with the CRA Regulation and other relevant laws and regulations applicable to its business. MIS’s 
credit ratings of entities or securities domiciled in the KSA and subject to the CRA Regulation (“KSA Credit Ratings”) are issued by 
MIS credit rating agencies outside the KSA where the lead analyst for the relevant entity or security is located. The codes, policies 
and procedures described below are applicable to MIS staff in these offices when KSA Credit Ratings are assigned.  

The obligations of the CRA Regulation are codified in codes of conduct, policies and procedures as described below and are 
implemented through MIS’s operational and control structures. MIS staff are expected to comply with these codes, policies and 
procedures to the extent relevant to them when assigning KSA Credit Ratings and adherence is overseen by the business and 
tested by each of Compliance, the Methodology Review Group and Internal Audit as appropriate. 

2.1 Codes of Conduct 
MIS operates under both the Moody’s Corporation (“MCO”) “Code of Business Conduct”, which sets out guiding principles to 
which each employee and corporate director is expected to adhere, and the “MIS Code of Professional Conduct” which establishes 
guiding principles applicable to MIS employees and the assignment of credit ratings, including KSA Credit Ratings. 

2.2 Policies and Procedures 
The principles established by the codes of conduct described above are elaborated upon in MIS’s policies and procedures. These 
documents implement MIS’s obligations under applicable laws and regulations in the countries in which it operates, including in 
the Kingdom, and govern the conduct of employees during the credit rating process, including with respect to KSA Credit 
Ratings. These documents establish a consistent approach throughout MIS and extend to, among other matters, the 
independence of the credit rating process, the avoidance of conflicts of interest and disclosure requirements. 

2.3 Management of Conflicts of Interest 
While it is not possible for MIS to eliminate all conflicts of interest in its business model, those that cannot be eliminated are 
identified, managed and disclosed to maintain objectivity, independence and integrity in the credit rating process. MIS has 
published a specific list of its potential conflicts affecting KSA Credit Ratings4 and has adopted policies and procedures to 
prevent, identify and manage them. In particular, MIS has put in place the following: 

» MIS and MCO’s codes of conduct establish both high-level principles addressing potential conflicts of interest and high-level 
standards on the handling of confidential information. Pursuant to MIS’s policies and procedures, employees are subject to 
restrictions with respect to receipt of gifts, personal ownership and trading of securities and other personal interests that 
could create a potential conflict with the independence of MIS’s credit rating activities. 

» MIS is operationally and legally segregated from MCO’s non-ratings businesses. 
» As an institution, MIS does not act as a principal or make markets in securities. 
» MIS’s Commercial Group, which is responsible for all commercial relationships with issuers, is operationally segregated from 

any analytical rating group and any involvement in credit rating activities. Analysts are prohibited from participating in fee 
discussions with issuers or their agents. 

» Credit ratings are determined by rating committees. 
» Analysts are not compensated or evaluated based on the amount of revenue that MIS derives from issuers that the analyst 

rates or with which the analyst interacts. 
» MIS applies a mechanism for the gradual rotation of relevant analytical staff to protect their independence. 
» MIS conducts a “look-back review” when an analyst leaves MIS and joins an issuer with which he or she had significant 

dealings as part of his or her duties as an analyst. 
  

 
3  Further information on the legal structure of MIS KSA branch is set out in section 3 below. 
4  See Moody’s Conflicts of Interest Related to the Issuance of Credit Ratings statement on https://www.moodys.com/pages/default_me.aspx . 

https://www.moodys.com/pages/default_me.aspx
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2.4 MIS Compliance Department 
The MIS Compliance Department is part of the wider Legal and Compliance organisation, which reports to the Global General 
Counsel of MCO and is independent of the rating groups. It is responsible for assessing MIS’s adherence to regional and local laws 
and regulations as well as codes of conduct, policies and procedures. The MIS Compliance Department monitors the adequacy 
and effectiveness of the measures and procedures put in place to maintain compliance with the CRA Regulation and provides 
reports to a Supervisory Committee of MIS KSA branch (“MIS KSA Supervisory Committee”). 

2.5 Internal Audit 
Although not a requirement of the CRA Regulation, MCO maintains a centralized and independent Internal Audit function, which 
is responsible for performing internal audits in relation to all MIS entities, including MIS KSA branch. The Internal Audit function is 
responsible for bringing a systematic and disciplined approach to evaluating and improving the effectiveness of MCO’s internal 
controls and governance processes. The Board of Directors of MCO has established an Audit Committee (the “MCO Audit 
Committee”) to whom the Internal Audit function reports. 

Internal Audit’s coverage of the ratings process is assessed through a combination of the following types of audits: (1) rating 
compliance audits; (2) office reviews of MCO’s international locations; (3) regulatory obligation process reviews; (4) audits of 
corporate functions such as Compliance or Credit Strategy and Standards (“CSS”); and (5) operational and strategic process 
reviews.  
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3. Legal Structure and Ownership 
3.1 Regional Management  
MIS’s management group is complemented by three regional managers for each of Europe, Middle East and Africa (EMEA), 
Americas and Asia/Pacific. Monica Merli is the Regional Head of MIS EMEA and is based in London. The Regional Head of MIS 
EMEA oversees information flow between MIS’s subsidiaries in EMEA and provides centralised oversight in the region.  Reporting 
to the Regional Head of MIS EMEA on a dotted line basis, the Head of EMEA Emerging Markets for Relationship Management 
and Regional Management provides managerial oversight of MIS country managers in the Middle East, Africa and the CIS5. The 
Head of EMEA Emerging Markets for Relationship Management and Regional Management is responsible for overseeing the 
management of MIS KSA branch as conducted by its country manager. 

3.2 Detailed Information on Legal Structure and Ownership  
MIS KSA branch is a branch of Moody’s Investors Service Middle East Limited (“MISMEL”). MISMEL is a wholly-owned indirect 
subsidiary company of MCO, a Delaware (USA) incorporated company listed on the New York Stock Exchange (“NYSE”). MIS 
KSA branch is registered in accordance with the laws of the Kingdom and operates as part of the MIS division of MCO. 

Legal Structure of MIS KSA branch: 

Name of Shareholder % Shareholding Country 

Moody’s Investors Service Middle East Limited 100% UAE (DIFC) 

Moody’s EMEA Holdings Limited 100% UK 

Moody’s Shared Services UK Limited 100% UK 

Moody’s Holdings Limited 100% UK 

Moody’s Group UK Limited 100% UK 

Moody’s Group Cyprus Limited 100% Cyprus 

Moody’s Holdings LLC 100% US 

Moody’s International (UK) Limited 100% UK 

Moody’s Group (Holdings) Unlimited 100% UK 

Moody’s Financing (BVI) Limited 100% BVI 

Moody’s International LLC 100% US 

Moody’s Overseas Holdings Inc. 100% US 

Moody’s Corporation 100% US 

 

  

 
5  The Commonwealth of Independent States. 



 
 

 
 MOODY’S INVESTORS SERVICE  /  KINGDOM OF SAUDI ARABIA (KSA) TRANSPARENCY REPORT 2019   
 

10 

4. Internal Control Mechanisms Ensuring the Quality of MIS’s 
Credit Rating Activities 

MIS’s approach to maintaining key internal control mechanisms to ensure the quality of its credit rating activities includes the 
structures and operations outlined below. 

4.1 Credit Strategy and Standards (“CSS”) 

4.1.1 CSS Structure 

CSS comprises several functions: the Methodology Development Group ("MDG"); the Methodology Review Group ("MRG"); the 
Ratings and Process Oversight Group (“RPO”); the Analytical Tools and Solutions Group (“ATS”); and, the Strategy & Research 
Group (“S&R”). Each function reports to the MIS Chief Credit Officer. 

4.1.2 Methodology Development Group 

MDG is responsible for credit rating methodology development and delivery across MIS. MDG provides analytical resources and 
leadership, manages a robust end-to-end process and has direct accountability for credit rating methodology development and 
publication. 

4.1.3 Methodology Review Group  

The MRG's four main responsibilities are to (1) approve new and revised credit rating methodologies, acting through the 
Methodology Review Committee, (2) review specifications of MIS credit rating models for consistency with published credit rating 
methodologies, (3) review the appropriateness of existing credit rating methodologies on an annual basis, and (4) review credit 
rating actions, on a sampled basis, to evaluate the application of published credit rating methodologies. 

4.1.4 Ratings & Process Oversight Group 

Credit Officers within RPO enhance ratings quality and promote cross-sector consistency in the application of methodologies by 
contributing a broader view than that available to individual business lines and rating teams. In support of these objectives, RPO 
provides guidance on the credit implications of the global macro-economic environment and its Credit Officers provide guidance 
to analysts on complex credit situations, participate and vote in rating committees, and lead credit portfolio reviews. 

The policy development and support staff within RPO are responsible for the development and maintenance of RPO’s library of 
documents, including policies, procedures, guidance and best practices, and the implementation of key credit rating processes. 

RPO’s decision-making forum for key policies and procedures is the Rating Practices Committee, which is comprised of members 
of CSS and senior managers of rating groups, and is chaired by the Managing Director, RPO. The committee is responsible for 
setting overall best practices that govern MIS’s credit rating process. 

4.1.5 Analytical Tools and  Solutions Group 

ATS is responsible for the quantitative models and analytical tools used in the rating process and across MIS.  ATS also serves as an 
innovative hub for MIS, and helps coordinate and drive  technology innovation across the firm. 

4.1.6 Strategy & Research Group 

S&R is responsible for proactively identifying and prioritizing emerging strategic credit issues, defining a cross line of business 
strategic viewpoint, and generating macro-financial and thematic research. S&R gathers, analyses, and synthesises external and 
internal data sources to identify key credit issues and guide credit strategy. S&R includes the Default & Ratings Analytics group, 
which generates default transition and loss severity research and rating performance measurement statistics.  
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4.2 Enterprise Risk Management 
Although not a requirement of the Regulation, MCO has established an Enterprise Risk Management function. MIS has appointed 
a risk officer who oversees risk identification, assessment, mitigation and reporting globally. 

4.3 Rating Committees 
Credit ratings are determined by rating committees pursuant to a majority vote of the rating committee’s voting members and, 
not by individual analysts. The rating committee is a critical mechanism for promoting the quality, consistency and integrity of 
MIS’s credit ratings. MIS has established policies, procedures and guidelines governing the preparation for, convening and 
conducting rating committees. Among other things, those policies, procedures and guidelines cover the composition of rating 
committees, the type, quality and format of information that needs to be provided and retained, voting procedures, management 
of conflicts of interest and maintenance of confidentiality. 

4.4 Methodologies 
MIS’s credit rating methodologies are publicly and freely available on its website. They are typically global in nature and tailored 
to take account of structural or regional variations. New credit rating methodologies or changes to existing credit rating 
methodologies are approved by MRG as necessary. They are subject to ongoing refinement and are reviewed at least annually. 
MIS’s credit rating methodologies represent the core of MIS’s analytical approach in a given sector and are applied consistently in 
the credit rating process. Credit rating methodologies applicable to MIS KSA Credit Ratings are available in both English and 
Arabic on MIS’s website. 

4.5 Surveillance 
Once a credit rating is published, MIS monitors the credit rating on an ongoing basis and reviews it at least once annually until the 
credit rating is withdrawn. Sovereign and multilateral development bank credit ratings that appear on the EU sovereign release 
calendar and eligible sub-sovereign credit ratings are reviewed at least every six months. In most of the rating groups, surveillance 
of credit ratings is conducted by the same analytical team that is responsible for the initial credit rating. In the Structured Finance 
Group (“SFG”), however, much of the surveillance activity is performed primarily by separate teams of surveillance analysts. 

4.6 Credit Ratings Performance 
MIS periodically analyses the performance of its credit ratings to assess their consistency and quality. MIS publishes information 
including historical default, recovery and impairment rates for main geographical areas by credit rating category, the transitions 
between credit rating categories, and other periodic performance metrics so that financial market professionals can understand 
the historical performance of securities assigned to different credit rating categories. MIS’s public credit ratings are publicly and 
freely available generally through press releases and on issuer landing pages on www.moodys.com, enabling third parties to assess 
their performance. Press releases for KSA Credit Ratings are published in both English and Arabic on MIS’s website.  

http://www.moodys.com/
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5. Allocation of Staff in MIS KSA Branch 
Over the reporting period, MIS KSA branch had two permanent staff members: a country manager, who is responsible for 
business development within the KSA; and an Office Manager.6All MIS credit rating and support staff involved in the assignment 
of KSA Credit Ratings are located in other MIS offices outside the Kingdom.  

In general, surveillance of credit ratings, apart from SFG, typically is conducted by the same analytical team that is responsible for 
the initial credit rating. MIS allocates staff to a new credit rating but does not allocate staff separately to credit rating reviews. 

Methodology Appraisal: as noted in section 4.4 above, MIS’s credit rating methodologies, where feasible and appropriate, are 
typically global in nature and may be tailored to take account of regional or national considerations. CSS and, in particular, MRG 
as described above operate globally and review and approve credit rating methodologies for all MIS entities globally, including all 
entities that issue KSA Credit Ratings.  

Model Appraisal: within MIS, the Model Verification team is tasked with verifying models that are used globally. Staff undertake 
model reviews for all MIS entities globally, including all entities that issue KSA Credit Ratings, and are supported by third party 
vendors. 

Credit Ratings Support Staff directly support credit rating analysts enabling the analysts to allocate greater time to core 
analytical responsibilities. These include staff in the Global Middle Office and other support or administrative functions. 

Senior Management are persons who effectively direct the business of each of MIS’s subsidiaries and/or members of its 
administrative and/or supervisory board. 

 

 

  

 
6 Mr. Waleed Alshahrani resigned his position as Office Manager on 26th December 2019. The position will be filled in due course. 
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6. MIS’s Record-Keeping Policy 
MIS’s global Policy and Procedures for Record Retention for Rating Services, along with the Appendix of Rating Services Record 
Retention Schedules, provide the fundamental principles of MIS’s global record retention policy for KSA credit ratings, including: 

» the type of documents subject to the policy; 
» categories of document types for purposes of retention obligations; 
» retention periods for records relating to the credit rating services, in accordance with applicable law and regulation in the 

jurisdictions in which MIS operates; 
» instructions on the repositories used for record retention; and 
» specifying the parties responsible for retention and deletion of records related to the credit rating services. 

Records that are required to be retained include certain documents obtained or created during the credit rating process, whether 
provided by external sources or created by MIS. In addition, those documents and other credit-relevant documents are generally 
retained in a consolidated file for each issuer or transaction. Access rights to the document management databases are restricted 
to maintain the confidentiality of the information stored. 

Rating applications and other contractual documents with issuers, along with exchanges with issuers related to commercial and 
fee information are handled by the Commercial Group, which is segregated from the analytical teams. For credit rating services 
covered by the policy, records that relate to contracts, commercial or fee information are electronically filed in separate retention 
systems from the records filed as part of the analytical process. 

MIS KSA Branch complies with the policy to the extent relevant to its activities. 
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7. Internal Audit Review of MIS’s Compliance Department 
The MCO Internal Audit function completed the annual audit of the MIS Compliance Department, which supports MIS globally, 
including MIS KSA Branch and issued the report in October 2019.7 The audit focused on processes and controls established by 
Compliance related to securities trading requirements, global regulatory filing and reporting, certain annual employee certifications 
and activities related to credit rating action surveillance reporting 

The review resulted in an audit opinion of Satisfactory. Internal controls, governance and processes were adequately established 
and functioning well.  

 
7 The report covered the period of 1 August 2018 through 30 September 2019. 
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8. Revenue of Moody’s Investors Service Middle East Limited  
KSA Branch 

The annual revenue of MIS KSA branch is derived exclusively from the provision of business development and related services to 
MISMEL in connection with credit rating services and non-credit rating services. The revenue for the financial year ended 31 
December 2019 was SAR 2.8m. and was confirmed as such in the audited financial statements (see section 12 of this report). 
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9. Governance Statement 
9.1 Governance  
As an NYSE listed company, MCO complies with the NYSE’s Corporate Governance Standards. MIS KSA branch has enhanced its 
governance structure in line with the requirements of the CRA Regulation and has established the MIS KSA Supervisory 
Committee. 

Structure: The KSA Supervisory Committee is a sub-committee of the MISMEL board of directors. 

Composition: The KSA Supervisory Committee currently comprises two MISMEL directors. During the reporting period, the KSA 
Supervisory Committee had three members, being Jehad El Nakla8, Monica Merli and David Staples. Each member of the KSA 
Supervisory Committee is required to be of good repute and sufficiently skilled and experienced in order to perform his/her 
respective function.   

9.2 KSA Supervisory Committee’s remit 
The KSA Supervisory Committee’s remit is as follows: 

1. Oversight of the activities of MIS KSA branch; 
2. Oversight of compliance with relevant aspects of the CRA Regulation; and 
3. Oversight of compliance with policies and procedures governing MIS KSA Credit Ratings. 

To enable it to execute its duties, the KSA Supervisory Committee receives reports from each of the following: 

1. The KSA branch country manager on the operations of MIS KSA branch; 
2. MIS Compliance; 
3. The “formal review function”, being MRG; and 
4. Ad hoc from other relevant functions as appropriate in relation to executing its responsibilities. 

The KSA Supervisory Committee provides reports to the MISMEL board of directors as required. 

Meetings: the KSA Supervisory Committee will usually meet quarterly but not less than twice a year. The KSA Supervisory 
Committee meetings will normally be held concurrently with the quarterly MISMEL board meetings. Ad hoc meetings of the KSA 
Supervisory Committee can be called on request by any member of the KSA Supervisory Committee. 

Quorum and Voting: the quorum for a KSA Supervisory Committee meeting is two. Each member of the KSA Supervisory 
Committee has one vote and no member has a casting vote. In the event of a split vote, the matter can be referred to the 
MISMEL board of directors. 

Term of appointment: the members of the KSA Supervisory Committee will remain in position while they remain on the board of 
directors and will be terminated should a member resign or be removed from the MISMEL board of directors, if the MISMEL 
board of directors or shareholder resolves to change the membership, or if they cease employment with the Moody’s group or 
where otherwise determined by the MISMEL board of directors. 

Compensation: members of the KSA Supervisory Committee are not additionally compensated for their role.  

 
8 Jehad El Nakla resigned as a director of MISMEL on 31 December 2019 and ceased to be a member of the KSA Supervisory Committee on the same date. 
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10. Policies for distributing credit ratings, reports and updates 
MIS updates its policies as required over the course of a calendar year. As of 31 December 2019, MIS published the following 
policies relevant to the distribution of KSA Credit Ratings, reports and updates on its website in English and Arabic: 

» Policy on Conflict of Interest Certification  
» Credit Rating Refusal Policy 
» Policy Regarding SEC Rule 17g-5(a)(3)  
» Anti-Bribery and Anti-Corruption Policy  
» Policy that Prohibits MIS from Rating MCO  
» Policy on Anticompetitive Rating Practices (SEC Rule 17g-6)  
» Policy for Fee Discussions  
» Policy Banning Recommendations Associated with Credit Ratings  
» MIS – MA Separation Policy  
» Policy for Material Non-Public Information  
» Policy for Receipt, Review and Retention of External Complaints  
» Policy on Not Maintaining Credit Ratings on Issuers From Whom Moody’s Investors Service Receives 10 Percent of its  

Annual Billings  
» Policy on the Separation of Credit Rating Personnel from Commercial Information and Activities  
» Policy For Outsourcing MIS Important Operational Functions  
» Policy for Public Point-In-Time Credit Ratings Outside Argentina  
» Policy for Disclosures  
» Policy for Solicitation or Acceptance of Money, Gifts, Favors, or Entertainment  
» Compensation of Designated Compliance Officer  
» Outside Business Interest Policy  
» Independence of Compliance 
» Policy on Communication of Public Rating Actions  
» Policy Prohibiting Sales and Marketing by Credit Rating Personnel  
» Policy for Withdrawal of Credit Ratings  
» Policy for Designating Non-Participating Rated Entities  
» Policy for Securities Trading  
» Policy for Designating and Assigning Unsolicited Credit Ratings  
» Policy for Sovereign Ratings 
» Policy for Rated Entity Notification 
» Policy for Analyst Rotation 
» Post Employment Policy 
» Policy on Shareholding 
» Policy on Credit Rating Symbols, Numbers and Scores 
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11. Material Changes 
MIS publishes the MIS Code of Professional Conduct and its core policies, including its conflict of interest policy, that relate to 
KSA Credit Ratings in English and Arabic on its website.  

For the reporting timeframe, there were no material modifications to MIS KSA branch systems, resources or procedures other 
than as set out in this report.   
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12. Financial Statement 2019 
MIS KSA branch’s audited financial statements for 2019 are attached to this Transparency Report. 
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Independent auditor’s report to the management of Moody’s 
Investors Service Company Branch 
 


Report on the audit of the financial statements 


Our opinion  


In our opinion, the financial statements present fairly, in all material respects, the financial position 
of Moody’s Investors Service Company Branch (the “Branch”) as of December 31, 2019, and its 
financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards (“IFRS”), that are endorsed in the Kingdom of Saudi Arabia and other 
standards and pronouncement issued by the Saudi Organization for Certified Public Accountants 
(“SOCPA”). 
 


What we have audited 
 


The Branch’s financial statements comprise: 
 the statement of comprehensive income for the year ended December 31, 2019; 
 the statement of financial position as at December 31, 2019; 
 the statement of changes in Branch’s equity for the year then ended; 
 the statement of cash flows for the year then ended; and 
 the notes to the financial statements, which include a summary of significant accounting 


policies.  
 


Basis for opinion  


We conducted our audit in accordance with International Standards on Auditing, that are endorsed 
in the Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.  
 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion.  
 


Independence 
 


We are independent of the Branch in accordance with the code of professional conduct and ethics, 
endorsed in the Kingdom of Saudi Arabia, that are relevant to our audit of the financial statements 
and we have fulfilled our other ethical responsibilities in accordance with these requirements. 
 


Responsibilities of management for the financial statements 


Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards, that are endorsed in the Kingdom of 
Saudi Arabia, and other standards and pronouncement issued by SOCPA, and the applicable 
requirements of the Regulations for Companies and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
 
In preparing the financial statements, management is responsible for assessing the Branch’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using  
the going concern basis of accounting unless management either intends to liquidate the Branch or 
to cease operations, or has no realistic alternative but to do so. 
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MOODY'S INVESTORS SERVICE COMPANY BRANCH 
(A branch of a foreign company) 
Notes to the financial statements 
For the year ended December 31, 2019 
(All amounts in Saudi Riyals unless otherwise stated) 


General information 


Moody's Investors Service Company Branch {the "Branch") is a branch of Moody's Investors Service Middle 
East Limited (the "Head Office"), a company registered in the United Arab Emirates (UAE). The Branch's ultimate 
parent is Moody's Corporation, a company incorporated in the United States of America (USA). The Branch is 
registered in the Kingdom of Saudi Arabia under Commercial Registration Number 1010614264 issued in 
Riyadh on 30 Rabi AI-Thani 1439H (January 18, 2018) and a license number 10211390178544 issued by the 
Saudi Arabian General Investment Authority on 12 Muharram 1439H (February 10, 2017). The registered address 
of the Branch is P.O. Box 9420, Riyadh 21413, Kingdom of Saudi Arabia. 


The principal activity of the Branch is the provision of credit rating, research and risk analysis services. 
Specifically during the year/period the revenue of the Branch was derived from the provision of business 
development and related services to Moody's Investors Service Middle East Limited in connection with Credit 
Rating Services and Non-Credit Rating Services. 


Summary of significant accounting policies 


The principal accounting policies applied in the preparation of these financial statements are set out below. 


2.1 Basis of preparation 


The financial statements have been prepared in accordance with International Financial Reporting Standards 
("IFRS") that are endorsed in the Kingdom of Saudi Arabia, and other standards and pronouncements issued 
by the Saudi Organization for Certified Public Accountants ("SOCPA"). 


2.2 New accounting standards applied during the current year 


The Branch has applied IFRS 16, "Leases" in the current financial year with the initial application date of January 
1, 2019. The Branch has elected not to apply this standard retrospectively and as such the information 
presented for 2018 has not been restated - i.e. they are presented, as previously reported. 


The application of this new standard has not resulted in any impact on the Branch's financial statements. 


2.3 Basis of measurement 


These financial statements have been prepared on the historical cost basis except for items, if any, as explained 
in the respective accounting policy. 


2.4 Functional and presentation currency 


The functional currency of the branch is United Arab Emirates Dirhams ("AED"). For reporting purposes, the 
financial statements are presented in Saudi Arabia Riyals ("SAR"). 


2.5 Property and equipment 


Initial and subsequent recognition 


Property and equipment are initially recognized at cost on the date when the items are delivered. Cost includes 
expenditure that is directly attributable to the acquisition of the asset. Purchased software that is integral to the 
functionality of the related equipment is capitalized as part of that equipment. 


Subsequent to initial recognition, property and equipment is stated at cost, net of accumulated 
depreciation and/or accumulated impairment losses, if any. 


When significant parts of an item of property and equipment have different useful lives, they are accounted 
for as separate items (major components) of property and equipment. 


Depreciation 


Depreciation is recognized in the statement of comprehensive income on a straight-line basis over the estimated 
useful life of an item of property and equipment or its major components, if any. 


M:f, 
7 

























































File Attachment
Financial statement ENG.pdf



 
 

 
 MOODY’S INVESTORS SERVICE  /  KINGDOM OF SAUDI ARABIA (KSA) TRANSPARENCY REPORT 2019   
 

20 

© 2021 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, 
“PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL 
OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY’S RATING SYMBOLS AND 
DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S CREDIT RATINGS. CREDIT RATINGS 
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT 
ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S 
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S 
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE 
INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE 
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT 
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND 
PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF 
EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.  

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND 
INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN 
DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH 
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. 

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED 
FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as other 
factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in assigning a 
credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor 
and cannot in every instance independently verify or validate information received in the rating process or in preparing its Publications.  

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any indirect, 
special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any such information, 
even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or damages, including but 
not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned 
by MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory losses or 
damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the avoidance of 
doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents, representatives, 
licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT 
RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER. 

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including corporate 
and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any credit rating, agreed to pay to 
Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees ranging from $1,000 to approximately $5,000,000. MCO and Moody’s Investors Service also 
maintain policies and procedures to address the independence of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain affiliations that may 
exist between directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly reported to the SEC an ownership 
interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”  

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors Service 
Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only 
to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent to MOODY’S that you 
are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its 
contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt obligation of the 
issuer, not on the equity securities of the issuer or any form of security that is available to retail investors. 

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s Overseas 
Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical 
Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, 
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services 
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock 
rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for credit ratings opinions and services rendered by it fees 
ranging from JPY125,000 to approximately JPY550,000,000. 

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements. 
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