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INDEPENDENT AUDRITORS' REVIEW REPORT
OMN THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders

Dar Al Arkan Real Estate Development Company
{A Saudi Joint Stock Company)

Riyadh — Kingdom of Saudi Arabia

Introduction:

We have reviewed the accompanying interim condensed consolidated statement of financial position of Dar Al
Arkan Real Estate Development Company (A Saudi joint stock company) (the “Company”) and its subsidiaries
(collectively referred to as the "Group") as at March 31, 2018, and the related interim condensed consolidated
statements of profit or loss and the other comprehensive income, changes of shareholders' equity and cash flows
for the three-month period then ended, and a summary of significant accounting policies and other explanatory
notes. The Company's management is responsible for the preparation and presentation of these interim
condensed consolidated financial statements in accordance with International Accounting Standard No. 34
"Interim Financial Reporting” endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these interim condensed consolidated financial statements based on our review.

Scope of Review:

We conducted our review in accordance with the international standard on review engagements 2410, "Review of
Interim Financial Information Performed by the Independents Auditor of the Entity" endorsed in the Kingdom of
Saudi Arabia. A review of Interim financial information consists of making inguiries primarily to persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International standards on auditing that
are endorsed in the Kingdom of Saudi Arabia and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express
such an audit opinion.

Conclusion:

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidated financial statements are not prepared, in all material respects, in accordance with
International Accounting Standard No. 34 endorsed in the Kingdom of Saudi Arabia.

For Al-Kharashj ohammed Al-haij & Co.

/ =
Suliman Al-Kharashi Mohammed A. Al-haij
ifled Public Accountant 14 Sha'ban 1439 H Certified Public Accountant

30 April 2018
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DAR AL ARKANM REAL ESTATE DEVELOPMENT COMPANY
SAUDI JOINT STOCK COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)

AS AT 31 MARCH 2018

31 March 2013 31 Decernber 2017

Notes (Unaudited) [Audited)
SR 000 SR 000
ASSETS
Mon-current assets
Investment properties, net 5 3,272,470 3,290,010
Long-term development properties & 12,814,180 14,751,565
Froperty and equipment, net T&I2a 78,500 70,925
Investments in associates and joint ventures B 812,812 211,189
Other assets 9 2,724 1,950
Total non-current assets 16,980,686 18,925,639
Current assets
Short-term development properties & 118,072 122,675
Trade receivables and others 10 6,096,988 4,033,325
Cash and cash equivalents 11 5,240,498 2,159,666
Tatal current assets 11,455,558 7,315,666
TOTAL ASSETS 28,436,249 26,241,305
LIABILITIES AND SHAREHOLDERS' EQUITY
Mon-current liabilities
Borrowing -long-term maturity portion 12 6,484,759 4,720,334
End of service indemnities 13 21,702 21,961
Total non-current liabilities 6,506,461 4,742,295
Current liabilities
Borrowings-short-term maturity portion 12 1,680,961 1,678,648
Trade payables and others 14 625,994 537.142
Zakat provision 15¢ 558,160 549,670
Total current liabilities 2,865,115 2,765,460
Total liabilities — 8 T e S 9,371,576 7,507,755
Cortifiag Ac l:l}uumrﬂ_
Shareholders' Equity 7, & Auditors
Share capital % = 16 10,800,000 10,800,000
Statutory reserve 1,058,720 1,058,720
Retained earnings 7,205,948 6,874,830
Total shareholders” equity 19,064,668 18,733,550
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 28,436,244 26,241,305
Chief Financial Officer

The accompanying notes form an integral part of these interim condensed consolidated linancial statements
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DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUDI JOINT STOCK COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT DR LOSS AND
OTHER COMPREHENSIVE INCOME {UNAUDITED)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018

Three-month period ended
31 March 2018 31 March 2017

Notes (Unaudited) (Unaudited]
SR 000 SR 000

Revenue 17 2,793,913 360,329
Cost of revenue 18 (2,319,302) (224,636
GROSS PROFIT 474,611 135,693
Operating expenses:
General and administrative expenses 19 (38,164) 138,494
OPERATING PROFIT 436,447 97,195
Finance costs 20 (122,545) {82,408
Other income, net 24,083 22
Share of net profits from associates and joint
ventures Ba 1,623 3,824
PROFIT BEFORE ZAKAT 339,608 12,633
Fakat provisions 15b (8,490] (500)
MET PROFIT FOR THE PERIOD 331,118 12,133
Other comprehensive income:
Total comprehensive income for the period 331,118 12,133
Total comprehensive income attributable to:
Dar Al Arkan shareholders 331,118 12,133

Eh |k
Vs
AL et 8
SR e g e

Earnings per share { in Saudi Riyal )

o ——

Lic: SI@ISTY L 247
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MWT Chief Financial Officer

The accompanying notes form an integral part of these interim condensed conselidated financial statements
et

Basic and diluted 0.321 0.01




DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY

SAUDI JOINT STOCK COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY (UNAUDITED)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018

2018

Balance as at 1 January 2018
MNet profit for the period
Other comprehensive income
Total comprehensive income for the perlod

Balance as at 31 March 2018
2017

Balance as at 1 January 2017

et profit for the period

Other comprehensive income

Total comprehensive income for the period

Balance as at 31 March 2017

el

Director

Statutory Retained
Share capital reserve earnings Total equity
SR 000 SR 000 SR 000 SR 000
10,800,000 1,058,720 6,874,330 18,733,550
- - 331,118 331,118
- - 331,118 331,118
10,800,000 1,058,720 7,205,948 15,064,668
10,800,000 1,003,383 6,374,124 18,177,507
- - 12,133 12,133
. - 12,133 12,133
10,800,000 1,003,383 6,386,257 18,189,640

Corifled Acgount
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Chief Financial Officer

The accompanying notes form an integral part of these interim condensed consolidated financial statements
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DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUDIJOINT STOCK COMPANY

INTERIM CONDENSED COMNSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED]
FOR THE THREE-MOMNTH PERIOD ENDED 31 MARCH 2018

Threa-month period ended
31 march 2018 31 March 2017
{Unaudited) {Unaudited)
SR 000 SR OO0
OPERATING ACTIVITIES
Profit before Zakat 339,608 12,633
Adjustment for:
Deprediation 19,356 19,917
End of service Indemnities 1,236 743
Finance costs 122,545 88,408
Share of net profit from associates and joint ventures {1,623) (3,824)
Operating cash flows before movements in working capital 481,122 117,877
Development properties, net 1,941,988 69,303
Trade receivables and others (2,063,663) 183,972
Other assets (774) 2
Trade payables and others 88,852 62,188
Cash from operations 447,525 433,340
Finance costs paid (112,795) [81,948)
End-of-service indemnities paid {1,495) {583)
MNET CASH FROM OPERATING ACTIVITIES 333,235 350,809
INVESTING ACTIVITIES
Purchase of property and equipment (9,391) (1,748)
MET CASH USED IN / FROM INVESTING ACTIVITIES (9,391) {1,748)
FINANCING ACTIVITIES
Long term borrowings 1,756,988 {56,579)
NET CASH FROM / USED IN FINANCING ACTIVITIES 1,756,988 {56,579)
INCREASE/{DECREASE) IN CASH AND CASH EQUIVALENTS 2,080,832 292,482
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD 3,159,666 582,088
CASH AND CASH EQUIVALENTS, END OF THE PERIOD 5,240,493 874,570
Lic: 53b
- Certified Accountants
", "f-"" & Audiors
/ ‘ﬁ?',l : ra‘-:l“\' =
han Director Chief Financial Officer

The accompanying notes form an integral part of these interim condensed consolidated financial statements
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DAf AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SALIDYIQINT STOCK COMPANY

MOTES TO THE [NTERIM CONDEMSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH PERIOD CHOED 31 MARCH 2018

GENERAL INFORMATION

Ie

established under the Company Laws & Regulations of The Kingdom of Savdi Arabia. The Campany is registered in
Rivadh under Commercial Registration No, 1010160195 dated 16/M,/1421H, correspond|ng ta 18572000 G. The

Company i domiciled in The Kingdam af Sawdi Arabia (K.5.4.) and its registered office address is P.O. Box Mo
105633, Alyadh-11650, K54,

DAR AL ARKAN REAL ESTATE DEVELDPMENT COMPANY {the “Compary®l, is a Saudi Jolnt Stock Compamy

The equity shares of the Compary are lsted with the security market of The Kingdorm of Szudi Arabiz.

The Company and its Subsidiaries are collectively called “the Growp" and s predominantly engaged in the
business of development, sale and leasing of real ostate projects and associated activities, The Company manages
its activities throwgh subsidiaries established for each line af business. These Substdsaries aperate under their own
commets il reaiztration and are summarised below:

PAR AL-ARKAMN PROPERTIES [REAL ESTATE} COMPANY — |5 3 Lmnited hability company, a whelly owned
subsidiary, repistered in Rivadn under the Commarcial Registraton Mo, 1510253052, dated 25/7/1429 H
leerresponding to 28/7/2008 G), |c operates in devebopment and acguisition of commerciat and residential real

estate, 1t pegvides managament, operation and maintenance of residentist and commercial buildings and public
Tacillties.

DAR AL-ARKAN PROJECES COMPANY = is 2 Timited liability company, a wholly ewned subsidizry, company
registerad In Fivaoh under the Cormmercial Reglstration Mo, 1010247583, dated 287371429 H {carresponding to

(50402008 G). 1 operates in gengral construction of residential angd ¢ommercial buildings [constructian,
malntenance, demolitlon and restructarlrg),

DAR AL-AREAN COMMERCIAL INVESTHMENT COMPANY — 35 & bimnlted hability compzny, 2 whelly owned
swbsidiary, registered in Riyadh under the Commercial Begistration o, 1010247585, dated 28/3/1425% H
{coresponding to S8/ 2008 ). It aperates im purchase and acqubsition, loass of real estate investmgnts.

DAR AL-ARKAN SUKUK COMPANY —i5 a limited llability company, 3 whelly owned subsidiary, registered in Riyadh
under the Commceroial Registration Mo, 1010256421, dated 16/91429 H {carrespending to 16/93003 G} It
operates in Real Estate investments and gevelapment.

SUKUK AL-ARKAMN COMPANY —i5 2 limited Niability company, 2 wholy owned sudsidlary, registered In Riyadh
under the Commercial Registration Mo 1010274407, dated 11/10/1420 H {correspanding to 017102009 G). [t
operates in develspment, mattenance and managament of real estates, purchase of tand and general
cankracting.

THAWABIT INVESTMENT COMPANY-~ 5 2 linited Eability company, a wholly owned subsidiary, registered in
Rivadh under the Commercial Registeation No. 1010275448, dated 30/18/1420 H (corcespanding to 19/10/2003
G). It operates in Real Estake investments and development.

DAR SUKLK, iINTERMATIOMAL COMPANY — it 2 limited lizhility campary, formerly knewn as Siyada Investment
Carmpany, 3 Wholly owined subsidiary, registeréd in Riyadh under the Commercial Registration Mo, 1010373448,
dated 3/10/1430 H [corresponding to 191072009 G}, [repecates infeal Sstate investments and develapment.

DAR AL-ARKAN FROPERTIES COMPANY —is o limited [ahllity company, a wholly owned subsidiary, registered in
Rivadh under the Commercia! Reglstration Mo, 1010521509, 22/6/193F H (corresponding to 21/3/2017 G). It
opeTates in Real Estate investments and developrments, lezsing and groperty manage ment,

Dgr Al-frkzn Real Estate Development Company wholly awns directly and indirectly the above mentioned
subsidiaries,



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUDI! 1CINT STOCK COMPANY

NOTES TQ THE INTERIM CQNDENSED CONSOLIDATED FINANCIAL STATEMENTS {LINAUDHITED)
FOR THE THREE-SONTH PERIOD ENDED 31 MARCH 2015 [CONTINUED)

The accompatying inkedim condensed eonsalidated financial statements include the assets, habilities and the
results of operations of the subsidiaries mentloned abaue,

2. SUMMARY OF S1GMIFICANT ACCOUNTING POLICIES
2.1 BASI5 OF PREPARATION

The interim condensed corsolidated Fnancial statements have been grepared In accordance with the
International Accounting Standard No.34 “Intedim Financial Reporting” and other standards acnd pranoangerm ents
gndarsed by SOCPA and adopted in X5A, consistent with the Group's socounting polfctes,

These interim condensed censolifated financial staterments are presented W Ssudl Rivals (SR), which is the
Group’s functignal currency.

2.2 ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

Stondards ond interpretotions effective in the corrent period
In the current peried, the Group has adopted all new Interpretations issued by the Internaticnal Financigl

Reporting interpratattan Committee (IFRICT) that are nandatary for adoption in the annual periods Beginning ¢n
or after 1 January 2014,

[FRS I% clarification = Rewenue Irom Contracts with Custamers
s 19 amendment - Plan Amendment, Curtailment or Setttemant

Generally the adoption of these interpretarions has ngt led 0 any changes in the Group's accounting policies and
disclosures provided in the interim cendensed consalidated financial statements.

Standards and (nterpretations in issue but notyet adopted

The following standards, amendments and interpretations were inissue ot the date of autharlsation of these

financial staternents, but not yet effective, and therefore were not applied o these interim condensed
- censolidated financial seatements.

The impact of the adoptian of these standards is currently being assessed; however the directors anticipate that
the adoption of those standards, amendments and inteegretations in future pariads will not have 3 Signlficant
impact on the interim cendensed cansolidated Mrancial statemeats of the Graup.

IFRS 3 & 11 Annual - Cefinltion of a Buslness and Actounting for Freviousiy Held
improvernants Inkerests

IFR5 2 Avrendrnent - Amendments regarding prepayment fealurgs with negative
compensation gnd modifications of finandal liakilities

IFR% 17 Mew slandard -~ Insurance Contract _

A5 12 Amendment - clarify that all income fax conseguences of dividends [ie.
distribution of profits) should be recogrlsed in grofit or loss,
repardless of how the tax arises.

23 ACCOUNTIMG COMVENTION

The interim condensed consolidatod financial staternents have been prepared on the historical cost basis, as
modiffed by the revaluation of certain financial instruments =t fair value and investment in associates ak equity
method, The ohiigation af gost- employment benefits are accounted Tar the present value of Tuture otligation,
The principal accounting policies eC 501 aut bolow.

“B-



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SALDI OINT STOCK COMPANY

BOTES TQ THE INTERIM CONDENSED CONSOLIDATED FINAMCIAL STATEMENTS [UNAUDITEL)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018 [CONTINUED)

24 BASIS OF CONSOLIDATION

The Greup ¢ansalidates the financial statements of the Company and entities where the proup has power over the
investees, it s enposed, or has rights, to vaniable return from its involvements and has the ability ta use its power to
rontral and affeet its return from the investees ar subsidiaries. The interim condensed consolidated financial

statemnents of the Group tonsist of operations of the Compary ad entities contralled the Comazny ar ite
Subsidiaries made up to 31 darch 2015.

Subsidiaries
Subsidizries are entities that are controd’ed by the Group, The Group casteals an entity when, it s cxposed, or has
righ's, (o vanakle returns from its invelvernent with the entity apd has the abiliny b affect those returns through its

power gvar that entity, Subsidiaries are fully consalidated from the effective date of acquisition or up to the effective
date of disposal, as apprapriate.

The purghase mathod of accounting is used to account for the acquisition of sebsidiarles by Lhe Sroup. The costof an
acqulsition |5 measured as the fair value of the assets given, equity instruments issued and labllities incorred or
assumed af the date of exchange, plus costs directly attributable to the acquisition. ldentiflable assets acquired and
lighilites and contingent liabilittes assumod In 2 busingss combination are initially measured at fair value at the
acquisition date irrespective of the extent of any non-controlling interests. The interests of nor-controfling
shareholders are stated at the non-controlling proportion of the fair values of the assets and Fabilities recognised,

Subsequently, any losses applicable to the non-cantrolling interests in excess of the non-geniralling interests are
allecated against the interests of the parent.

The extess of catt of atqulzgition awer the far value of the Groug's share of identifiable net assets acpuired is
recognised ai gootwill. Any deficiency of the cost of acquisition Gelow the fair value of identifiable nel assets

acquired fle. diseaunt o acquisition) is racognised dizectly in the interim condeénsed consolidated staterment of profit
o |0ss and comprehenslye incame.

Al intra-graup transactions, balances, and unrealised gains on fransactions benween Groun cormpanies ane eliminated
or cansalidarion. Unreatised losses are also ellminated unless the ransaction pravides evidence of an impairment of
the asset transferred.

Investments in associates 2nd joint venture
Ar assaciate [5 an antiby ove s which the Segup s i g positicn ba exercise ssgnlficent influense, buk nat contrel or joint
eanted), through participation in the financial and opatating pelley declslens of the investes.

Ajoint wenture is 3 joint arrangament where the parties to the [olnt veature have nights to the net assets of the jaint
amangement and have contractually agreed sharing of joint contral aver the relevant activities through which the

partiss to the arrangement can participate to the decisian making of the relevant activities reguire unanimous
consents and (oint cantrol.

Eguity method

Under aquily method of accounting, the [nvestments in associgtes or 4 joint venture |5 initially recognised in the
Tnterlm cendensed consolidated financial pasitian al cost and adjusted by the post-goquisiticn changes in the Group™s
share of the profit ar [oss and other comprehensive Thcame and the net assets of the agsociate or 3 jint ventore, less
any impairment in the value of Individ wal investrnents. The results, assets and liabilities of associates oo oot ventures
are incorporated in these interim conden sed consotidated firancial staterments using the egulty methed of accounting
exceptwihen classified as held far sale. Losses of the associates or 3 joint venture Inexcess of the Group's Interests [n
those sssotiates or joink venture are recognised only to the extent that the Group has incurred legal or constructive
obligations or made payments an behalf of the associate or ppint venture.

An inestmant in associates or a joint venture is accountad under gquity method of accounting from the date of
aequisition, Ay excess of cast of 2cqulsition aver the Group’s share of the fair values of identifiable net assets of the

-9.



DAR AL ARKAN REAL ESTATE DEVELCFMENT COMPANY
SAUD| JCHNT STOCK COMPANY

MWOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS [UNALDITED)
FORTHE THREE-WIONTH PERIOD ENDED 31 MARCH 2018 [CONTINUED)

Z.5

assnciate or 2 joint venture at the date of acoulsitlan |s recopnised as geodwill. The goadwitl 15 ineluded within the
carrying amount of the Investment and is assessed for impaizment as part of that investment. Any deficiency of the
cost of acguisition belaw the Group's share of the falr values of identifiable net assets of the assoclate ar a joint
venturg gt 1he date of siquisition (ie. discount on acquisitisn) is recognised in the interim cond cnsed consolidaged
staternent ¢f profit or loss and comprehensive income.

When the investrment In assasiates or a joint ventare it classified a4 hefd for sale or ceases 1o be an associatos oF 3
joint venture, from that date, the group discontinue the uge of gguity stogunting, When z partial sale of an assoriate
or 2 [aint venturs which resulis in losing significant ‘nfluense owver that assaciate ar a foint venture, the remaining
investrnent is measured at falr value an the date of sale &nd recognised a5 a financial asset. The differences batween
the attributable shares of carrying amount fer the retaining interest in that associate or a joint vengire and its fair
walug is inchuded in the determinaticn of gain or loss of the disposal of the assodates or a joint venture, In additsn,
the Group reclassifies the gains or losses from equity, previously recogmised in the ather tormprehensive income to
the staternent oF profit ar [oss ard comprehensive income.

Where a Group comparny trans aets with an atsociate or 3 joint venture of the Group, profite and lesses are eliminated
to the extent of the Group's interests in the selevant assaelate ar & jeint venture, Losses may provide evidence of an
impairment of the asset ransferrad in which case appropriate provision is made far impairment.

Investment in joint operation

A joint operation is an arrangeront where Groun entities have joint contral of an arrangement and bave legally
winding rights to the assets and obligations far the lablfitles of the amangement. A Jint comtral is a legaly agreed
sharing of central of an srangement ant all the relevant activities of the arranganent reguire ynanismas cansent of
the partiet charing eontrol,

Whern the Group entity carcy out its activities under joint operations, the Group recagnises it inlerest ueder the joint
cperation as follows:

- The asset belongs to the Group, Induding its share of any &ssats soquired and held jointiy:

= The Liabilittas asseciated with the Geaug, induding ks share of any lizhilities incumed jointly;

= Group's share of revenue arising from the |30t operation;

- Group's expenses, inciuding the share of expenses Incurred jlntly in the joiet operations.

The Group accounts far the zssets, liabilities, revenues and expenses assoriated with its intere in 2 jaint gparationin
accordance with IFRSs applicalle to the parbdoular assets, liabilities, revences and expenses. When the Group entity is
2 joint opertor and the Group s inwdlved with 3 531 &r aset contribution tothe joint cperation, the profit and losses
resulting Trdm Sueh Transitiang are racoghlsed it the Groups eonsehdated financial statement only e the extent of
Clher parties’ shace i tha jont cperation. When the Groud entity is 3 Joint operater and the Group is involved with 3
purchase transaction with the joint eperation, the Groep does not recogrise tha shace of it gain or lass until such
assets are resald toa third party.

FROPERTY AMD EQUNPMIENT

Property and equipment are stated at cost less acoumulated depreclation and any recagnised impairment [oss.

Cost inzwdes all directly aptnbutable expenses incurred in bringing the praperty and equipment te their present
lscatian, comditian untl the property and equigrment is available for wse. The management pericdically review
and regssess \he estimated future useful life and residual value and accordlngly may change of madify the
depreciation rates.

- 10 -



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUD JOINT STOCE COMPANY

MOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEWENTS (LINAUDITED}
FGR THE THREE-RMAONTH PERIOD ENDED 31 MARCH 2018 {CONTINUED]

Depreciation is charged <o 23 te write off the cost less estimated eesidua’ vafle of assets, other than lard, over
thidr estirated useful lives, using the stralght-line meathed, on the faliowing rates:

Blaildipgs -
Leasehdd imp rovemeants E26 - 205
Vihicles 5%
tachloery and togls 264
OFfigl eoyyiptagrt 20H - 25%

The galr ar less aniging an the disposal or retirement of an ascet |5 determired as the difference between the

sales proceeds and the careying amount of the asset and is recognised in interim egndensed consolidated profit or
loss.

At each reporting date, the Groug reviews the carnding amoints of its tangible assets to determine whether there
is any indication that those assets have suffered am npairtment Iess. I any such ind|cation exists, the recoverable
amaunt of the agsset is estimated in order to determine the exient of the impalrment |03, Where the sseet does
nat generate ¢ash flows that are independent fram other asscts, the Sraup estimates the recoverable amount of
the cash-generating unit to which the asset helengs. If the recoverable amourst of an asset s estimated to be |ess
than its tarrping amount, the carrying amaunt of the dsset is reduced toits recoverable amonel, An imp airment
lose is recagnised o ntesim condensed consalidated profit or loss immediately.

L6 INVESTMMENT PROPERTIES

Invastment properties principally comprise completed projects {including propertles and develgped fand held fer
long term capltal appreciation) and projects under develapment {including property projects under constructlon,
langd prajects under development and land walting for develapment]. Investrient properties are held to garn
rentals andfor for eapital appreciation or both, rather than for sale in the ardinary course of business or for use in
producticn or administrative functian. Prajects under develapmeat include thase properties in progress of
development ar waiting for development to commence, These properties arg not used for gernerating sales
revenues through normal business pperations. The investment properties are initially recopnised at cast and the
cost of an acqulsition s measured at fair value of the assets acquired S tronsferred. All developments costs
(lesign, development and staff cost} that are directly atiributable o the asquisitionf development of the
prapertics are capitallzed to derive the total cost.

An Investment property is derecognised on $ate or disposal when permanently withdrawn or transferred to
development properties. Any gain or [o$s arising from dereedgnliion of the property is recopnised in interim
condensed consolidated profit or loss immediately.

Inrvestment properties are bald to garn rentals andfar for capital appreciatian, are stated at costless accumulated
depreciation and eny recopnized impalrment [pss, Depreciation s charged <o a5 ta write off the cost less estimated
reesidual value of assets, ¢ther than land and properties under construction, aver thelr estimated wseful lives, using
the straight-ling method, on tha Follpwing bass

Buildings 7
&ains or losses arising from the retirement or disposal of investment properties velng the diiference hetween the

net dispasal procesds and carrying value are ncluded in the interin condensed consolidated prafit or loss Tar the
period of the retiremens/disposal except those that relate ta sale and leaseback arrangements.

-1 -



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPARMNY
SAUD! JOINT STOCK COMMPANY
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2.9

DEVELOPMENT FROPERTIES

All development properties are inittally measured at asquisition cost and subsequently measured and accounted
for towser of cost and net realisable value. This principally ¢ansists of projects under progress and land parcels
under development fer sales in the ordinary course of business, rather than to be he'd for rental ar capital
apprecialion, Cast comprises all directly attrlbutable cost including direct material cost, dircet labour couts,
borrowing costs and those overheads that have heen incurred in bringing the development propecties to thelr
present location and condition. Cost is calouiated using the average methed. impairment is tested comparing with

net realizable value, which represents the estimaled selling price less sl estimated costs to eompletion and seling
e0sts ta be incurced,

The aperating eyeie of develapment properties is such that the majority of development praperties are held for
lenger period and will not be realised within 12 months. If there I1s a change in management intention and
identify any development prope ey for nmegdiate s3le then the same is split between long-term and short-term
devglapriant propert|es representing non-rorrent and cureent portion of development preperties respectivily,

Ar cach roporting date mManagement categorises ﬂevelupment praperties projects as gng ferm or short term
depending o 1ts pstimated cargletion date. |f the completion dake of a project is expected to be within a year

from the date of the interir candensed ¢ansolidated statement of finarcial position, the project is classified as
shart term devel opment properics

IMPAIRMENT OF TANGIELE A55ETS

At each reporting date, the Graup reviews the carrying amounts of its Langible assels for any indication that those
asgets have soffered impairment losses. When it is not possible {0 estimate the recoverable amount of an
Individual asset, the Group estimates the recoverable amount of the cash-gencrating unit to which the atset
belanps, When a reasonable and consistent basis of allecaticn can be identified, corporate assets sre also
allocated to individual ¢ash-generating units, or otherwise thay are allocated to the smallest group of cash-
generating units for which 2 reasenable and consistent allocation basis can be identified, When such an indication
existz, the receverable ameunl of the asset is sstimated in urder to determine the extent of the impalment loss.
Recaverahle amount 15 the higher of fair value less caste to sell and valoe ir use. In assessing value in use, the
estimated fufyre cach flows are discounted to thelr present value using a dscount rate that reflects current
rharkat assesaments of the time value of money and the risks specifiz to the aszet for which the estimates of
future cash flows have not been adjusted. If the recoverable amount of an asset is estimated to be less than s
carrying amount, the carming amaunt ¢f $he assel s redusad toits recoverable amaunt. An Impaltmant |oss is
recopmised inthe interton condensed conselidated profit or loss,

I5LAMIC BORROWING COSTS

Islarnie barcawing costs directly attributable to the acquisition, constructien or production of qualifying assets,
which ane assets that necessarily take a subztantial period of ime to get ready far thelr intanded use or sale, are
addad to the cast of those assets, until such time as the assets are substantially ready for thelr intended wse or
sale. All other borrowing costs are recognised as finance cosks 0 the Interlm condensed consolidated profit or
lass in the period inwhich they sra Incurred.

210 FINANCIAL INSTRUMENTS

Financial assers and financlal liabilities are recogrized an the Sroup's interim condensed consalidated skatement
of financiat positiot when the Group has become a party to the contractual provisions of the instrument.
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Classiflcation and measurement = flnancial assets
Chassification and measurement of finanglal assets are based on the wunderlying business model and
“estimated cash flows, Any dervatives embedded in the eontracts are not separated and b5 considered as a

whole for classification. The financial assets are principally categorised as under;

- Measured &t amartised cost

- Fgir valye through other comprebentive ingomeal FYTOC )

= Falrwvalue through profit or 1085 (FVTPL)

Financlal assets that are ioitially recopmised &t fair valwe are sulsequently meaasured at amortised cost

based on exgected credit 1oss {ECL) described balow:

- 12-mcnth axpected credit 1osses- expected cradit lasses that resutt from those defaull events on the
financial instrument that are possible within 12 months after tha reperting date,

- Lifetirng expected credit [0330s- expactad ¢radit |osas that result feam 3l possible default events owver
the life of the financial instrument.

A lpss allowance far full lifetime expected credit losses s required far 8 financial instrurment if the credit

risk of that financial instrument has increased significantly since initial recognition, as well as to contract

assets or trade receivablas that do not canstitute a financing transaction in accordance with [FRS 15.

Trade receivables

Trade recetvables are classified as loans and receivables and are initially recognised at fair value, They are
subsequentily measured at their amortised cost using the effeclive inlerast rate method {ess any provisian
for impairment. & provision for impairment is rnade whera there is chlective avidance, intluding costamers
with financial difficutties or in defavlt on payments, that amaunts will not be recoveragd in eccordance with
criginal terms of the agreement, An #llpwance (o impaltment 1o recapnized when the carrying value of the
recelvable excesds the present walge af the Euture cash flow discounted using the ariginal effective
cammission rate. The carrying value of the receivable is reduced through the use of an allowance account
and any impairment 1055 is recognised in the interim condensed consolidated praflt ar lass.

Cash and cash aguivalents

Cash and cash equivalents camprise cach in hand and ax bank and other shart-term depasits held by the
Sroup with ariginal maturltles of three maonths or less,

Held for trading investmignts

Held for trading investrmients are recoghised initially at Fair value; transaction costs ate taken directly to the
interim condensed consolidated statement af income and thereafter stated at fair value oy reference La
exthange quated market bid prices at the ¢lose of business en the interim condensed cansalidated balance
sheet date. The unrealized and realized galas and losses from sale of held for trading Envestrments are
recprded in the interim condensed conselldated statement of income.

Financial fizbilities

Financial Tiabilities intlude slarmic Sukuk and Islamic Murabaha and are classified accarding ta the substance of
the respective tontractual arcampement and are initially measured at their fair value, net of transactlon costs,
Financial lighilities are subsequentiy carried at their amottized cost, with commission cost being recopmsed an an
effective yleld basls in the interim condensed consolidated statement of profit or loss over the term of the
Imstroment.

Trade payables
Trede paysblas are witially recognised at fair value and subsecuently at amortised cost using the affective
interest rete method.

tslamle variakle financial instruments

The Group designates certalr: hedging instruments, which include Istamic variable financial instruments in cespect
of foraign currency risk, as either fair value hedges, cash flow hedges, or hedges of net investments in foreign
operations, Hedges af Foreign exchange risk on firm commitments are accaunted for as a cosh flow hadges.
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The Greup initialy recogaises lslamic wariable finarcial Instruments a3 either 3 fnancial assct or a finandal
Niablllty, at Fair value, ard subsequently re-moasured to their fair value at the and of each reporting period. The
aceounting far changes in Lhe fair value of an Islamic varlable financal Instrument depends on the intended use
and the resulting designation of the Jslamic variable financial instrament. The cesuiting galn o (o8 is recognised
m the [nterim condansed consolidated statement af proflt or loss immediately, unless the Blamic variabte
financial nstrument is designated and effective as a hedging insirument, in which event the timing of the
receghition in profit or loss depends on the nature of the hodge relationship.

For an Islamis variakle finang'al instrument designated as a fair valwe hedge, the pain or Joss is recognised in the
interim condensed consolidated statement of prafit or loss in the peried of change tegether with the offsotting
l¥ss or gain on the hedged item atiributed to the risk baing bedged. Hedge accounting is discentinued when the
Growp revokes the hedging relationship, when the hedging instrument explres or is sald, terminated, or exercized,
or when it no longer qualifies for hedge sccounting, The fair value adjwstment to the carrying amount of the
hedged tem srising fearm the hedgsd risk is amortised to grofit or loss from that date.

111 REVEMUE RECOGMITION

212

fevenue represents the sale of properties, revonue from contract with customers and rental agtivities.

Sale of Praperties

Fraoperties develnped and sold on complelion or 35 5 are recognised 1o the extent that it s probable that
gconamic benefits will Flow to the Group and significant risks and resards of qwngeship bave been wansferred to
the buyer, which i assessed to be at the titne of legal completion of the sale or ungonditianal exchange, Bevenue
Is measured at the fair value of cansideration received.

Contract with customer

Promerties devoloped and sold under a construction eontract or agreament where the objactive and the outeomae
af such comtracts can be estimated eeliably, the revenue and cost of such develepmrents are recognised In
praportion to the performed/measured stages of completian aégainst the totsl contractual obligations/miles
stanes including variation, claims and incentives at the end of each reparting period, escept where tha performed
wark are not 3 representative of the stage of cormpletion.

Whare the cuteome of the contract cannot be estimated reliably, the contract revenue is recognised to the extent
af cost incurred and probability recoverable againgt such captract. Al the cost Ineurgd 15 reesgnlsed I expanies
in the pericd in which it is indurrad.

When it is probable that the total contract cost will eigeed total contract reverwe, The estimated Jogs i
recopnised 85 expenses Imrmediakely

Leases
With respect to lease rental income, the Group recogrises revenue on a stralght line basis over the lease term.

TAKAT

Zakat is caleulated parsuant to Zakat Regulation in the Kingdam af Saudi Arabia and recognised in the respective
subsidiarios or in the interim condented conidolidated statemant af profit or loss In each pariod. The provision ia
based on an gstimate of Zakat that is adjusted in the financial period it which the flnal asscssment of Fakar is
issued by the General Autharity of Zakat and Tax {"GAZT"). Any change in the estimate resulting from the final
agsessment is recogmised inthat peripd,
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i.13

FOREIGMN CURRENCIES

Tranzaclions in currencies sther than Saedi Rivals, the presertations] and functionsl corrency of each subsidiany
within the Group, are recerded al the rates of exchange prevailing an the dates of the transacticns, At the reparting
date, monetary assets and liabilities that are denominated in forefgn cumencies are retranslated at the rates prevailing
gt that date Nen-mgretary asiets and Nabilities carried a1 Fair value, that are denominated in foraign cunrencies, are
translated at the rates preveiling at the date when the fair value was determined. Mon-manctary items that are
measured In terms of histarical cost in 4 foreipn currency ane nat retrarslated. Yhe resulting exchange gains or lossas
are recognised in the interim cendensed consclidated statement of profit orlass and ¢omprehensive income,

2.14 STATUTORY RESERVE

According tp the articl: [125) of the Coampanies” Regulation [Amerdment 2016], the Sroup is required to retain
192 of net incerne in the statutory reserve, The Graep may stop the transfars when this resecve rasches 30% of
the share cagital. This reserve is not available far dividend distribution,

2.15 END OF S5ERVICE INDEMINITIES

The Greup provides end of service benafits v2 its employvees it accordance with the labaur law provishons of Saudi
Arabia. The cotitlgment 0 those indemnitles i3 based upon the employee's final salary, length of service and the
campletion of a mirimum service period. The costs of these indemnlties are accrued over the period of
ernployment, based on the estimared ultimate payment.

Re.measurements, comprising of actuarial gaine and Iosses, are recogrized immediztely in the statement of
fimancial position with a corresponding debit or credit to retained eamings thravgh ather somprabengive income,
in the period in which they ococur, fe-measurements are not reclassified te profie or loss in subsequent periads.

2.16 RETIREMENT BEMEFIT CO5TS

17

The Group makes cantributions in line with the Gereral Jrganisation for Social nsurance Regolations and are
caloulated as a percentage of employees’ wages. Payments made ta state-managed retirement benefit schemes are
deall with a3 payments ta deflined cantribution plans where the Group's obllgations under the schemes are
gguvalent b these arising in 3 defined contribution retirernent benefit plan, Payments made ta defined contribution
retiremant benefit plans arg charged as an expense as they fall due.

LEASING

Group as a lessor

Fentals receivable under operating beases are regognlsed o the interiem condensed consalidated profit or loss on
a straight-line basis aver the term of the refevant [ease.

Group 2as a lessee

&t the inception of non-cancelfakle operating leases an asset identified as "right-of-use assets” measured at cost
with appropriate discounting applied on relevant corpenents of [ease term and payment chligations including
initia! direct cost, lease escalations and lease incentives menticmed tn the underlying lease agreement.
Subseguent to the initial messurement and recogrition, the "right-ofuse assets” are perodically measured by
using cosk model which camprises intkially measured cost and aoy ré-meascrement adjustments less accomulated
depreciation.

Corresponding to thls cammencoment date @ “lesse Tability” 33 messured at the net present value of ail the
unpaid brase payments as on that date discounted at an appropriate rate. 3ubgeguent te the initial
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r

measutEments “lease hability” ara periodically measured by increasing the carrying cost to reflect the inlerest

charge on unpaid future lease llabllity and any re-mezserement adjustnent 1255 lease payments made up to that
date.

An apprapriate rate of depreciation and profis rate is applied on “right- of-use assets” and “lease liability”

respectively. Such cepreclation and mtergst s charged to the intenim fondensed cansolidated profit or loss as
depreciation ard finance chargns,

In case of existing, short term, small value 3ad cancellable operating leases, 1he entity cantinues to charge the
periodic leage payments to the interim condensed consclidated probit or [oss as an expense an stealght-ling basis
over the term of the relevant [ease.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and |udgments are contlnually evaluated and are based an historieal experience, internal contrals,
advice from external experts and other Factars, including expectations of future events that are believed to be
reasonable under the circumstanges,

The Group makes estimates and assumptions concerning the future. The resulting accounting Judgments will, by
definition, seldom equal the related actual results, The estimates and assumplicns that have a significant rick of

causing @ material adjustment ko the carrying amaunts of assets and liabilities within the next finamcial pesiods
are discussed oelow,

Revenue Recagnition

The Group recognizes revenue an sale of it propecties when significant sisks and rewards of pwmeship transfer
to the buyer, which |s assessed €2 be ot the time of legal completion of the sale or unconditigral exchange.

With respect o land properties/projects, the Group receives an initial non-refundable deposit epen signing the
sale contract with the balance Belng paid on a deferred basis, which lypicaliy does not exceed three manths. The
Group reccpnises the full amount of the consideration at the tme the sale contrach i signed.

With respect to resldential and commercial projects, The Srawp typleally receives an intizl depeiit on the
signature of the sales contract amd the balence i colbected over a period as pes the terms of the cantract.
Reyenue from the sale of these properties is only reccgnized when the sales and purchase ageeement is sighed
and the completed properly is delivered o the purchaser,

With pespect tooresidential and commerdial prejects seld ender 2 construction contract or agreement and the
abjective and the outcome of such contracts ¢an be estimated reliably, the reveoue and cosy af sueh
developments are recognised as per under IFRS 15 in prepartion tg the perfermed/measured stapes of
completion against the total contractual otligations/milestones including variation, claims and incentives at the
end of each reporting period, exceat where the performed wark aee not 3 reprasentative of the stage of
completion,

With respect to lease rental income, the Group resogrises revenue on a straight line basis aver the lease term in
accordarce with IFRS 16,

Recognition of ¢cost of sales

The Graup has dewvelopments which typleally contain a number of individual projects within each
develapment. In order to determine cost of sales related to properties er units sold during the peried the
managerent estimates and average the costs of the entira developmente, incluging infrastructure cocts and
overall constructian and ather directly attributalde costs to arrive the total estimated cost of the project, These
eekimated costs are allarated to gach project within the development and each unit within a project, These
gstimates are revicwed regularly on a prohfit per project basis and revised a5 necessany, Any sigrificant change in
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these estimates may resuit in additional costs being recorded n future periods related (o revenus recognised in a
micr period.

Measurement of contract assets and trade receivables

The group maragement maxes stgaificant as¢umptions on the estimation of expected cradit lass [ECL} in
connection with contract assobs and/or trade receivables which is assessed based an the tarms of cantract
and cvaluation is made where thore iz ebpective evidence, including customers with financial dilficulties or
in default on payments, possibilitics of bankruptey af the cuskamer that amounts will nat be recavered in
accordance with criginal terms of the agreement. Bascd op sweh periodic assessment the Company
recognise for full fifetime expectec losses for all contract assets andfor all grade rocolvables with or without
signhificant finantlng transaction and for (ease recewables. For all other financial instewments, expected

eredit losses are measured at an amount equal ta the 12-month expected credit lasses in accordance with
IFRS 9.

Classification of properties

The Group's properties are classified as either investment propertles of develapment properties, Manggement
has made various judgments to determine whether 2 propergy qualifies as an imvestment property which bs kheld
to earh rantals and/or fior capital appreciation or both. These are nat used far generating sales reventes thraugh
nermal businegss aperations. & development property comprises completed proporties, developed land, praparty
prajects under canstecction, land projeces under development and land awaiting developrment predominantiy
identified for sale in the ordinary course of business, In making itz judegment, management considers its intended
use of property, When managemeant assess khat certain investmeant propeciies will be disposed a3 part of normal
business aperation, thelr carrying ¢ost will be transferred to develogpment properties for final completbon of
development znd transfer.

Subsequent transfer of Investiment Properties

Investment properties are the loterests in land andfor Buildings that are held for their investeent potential and
not for sale in the ordinary course of business. Management assesses the ntended use of its real estate
propertles on continuaus basis and summarises the portfalio at every reporting period. When the periodic
trabpgement assessment identifies any change in the use of a property previowsly ciassified as investment
properties, thair carnying cast is transferrad ta devalopment propertics for further development and final transfer
uader ordinary course of business. While re-assessing the intended use, management canslders the holding
periad, possibility of further appreciations, related economic activities around such properties and need for
tfurther development to make the praperty ready for sale,

Transfers are made ta investment property when, and only when, tharg s a change in use, evidenced by the end
of awner oecupation or commensement of an operating lease, Transfers are made from investment property
when, and only wher, there i a change in wuse, evidenced by commencement of gwner oodupation or
commencement of develepment with the intent ta sale.

Carrying value of development properties

The Growp's princlpal activity is currensly the development and sale of land, residential and commercial property.
Oue to the rature of this activity, much of the develaprment is specelative in nature, Accordingly, the interim
condonced conselidated statement of financial position at 321 Marth 2018 reflects current assats thak arg nat
cavered by forward sales conlracts.

The Group assesses the net vealisabie value of 1t development properties at each reéparting date. This
assessment s based on a profit per preject basis and compares the careying and estimated future costs to
complete with the sxpected selling price per unit based en historical actlvitles and available comparatles in the
surrcunding kocatizn, A5 a result of this process, there have been no inctances where the estimated net realisable
value of the sitefunit was less than its current carcying walue within the interim condensed consclidated
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statement of financial pesition. A change of those estienates in the future could have an impact on the valuation
of the development properties.

Fair value measurements

fair value is the price that weould be received te sell an asset or paid ta transfer a liabllity in an orderly
transaction between market participants at the measurement date, regardless of whether that price is direchly
shservable or estimated using anether valustion technigue,

White estimating the fair vaiue of an asset or a liability the group Lake inte corslderatian of the assumpiions thal
market participants would e when pricing the asset or lishility for their best ¢conomic interest,

Falr valug measurement of 3 non-financial asset takes inte account a market participant's ability 1o generate
economic bewefits from the best use or by selling it to anather market partlelgant for the best use,

The Group uses valuation technigues that are appropriate In the circumstancss and for witich sufficlent data are
available to measure fair value, masimlzlng the use of relevant observabile inputs and manimlzing the use of
uvnabservable inputs,

Far the financia reporting purpose, The Group uses the fullowing hierarchy for determining and diselasing the
fair value of assets and liabiities;

- Lewet 1 Quoted prices in 2ctive markets for the same instrument (7.2, withaut modification or addigions);

- Level 2 Quoted prices in actve markets for similar assets and liabilities or ather valuation techniques for
which afl significant inpots are based on observable market data and

- Level 3 Valuation technlques Eor whick any sigmificant input 15 not based on observable market data,

Far the determinateon of the Fair value of the propertles, walustions sre arrived internally by using graup
management's subjective expertise and location knowledge together with comparable transactions resorded in
the surrounding area far non-related arms lengths transactians, The group also engage third party independent
real esfate valuation experts wsing recogrized valuatian methads 16 value the propecties wherever it is passible
and practical, The fair value arrived using this methodolegies disclosed as a percentage (3] of net-margin over the
carrying cost,

The eroup also estimates the fair value of its investment properties and development propeirties by using the
Inkternal Rate of Return and Irncome Capltalisation Method.

Under IRE method the group estimates Futare cash flows Meom adsets considening future revenue streams,
developrnent costs and all directly attributable cost including firancing cast, market risk and targeted profit.
These assumptlons and estirmates are reviewed pericdically based onthe market conditions existing ak the end of
every reporting periad, ta arcive a targeted IRR.

Under capitalisation method the income receivable under existing |ease agreernents are axtrapalated (o arrive a1
prajected future rental vevenues, which is capitalised st approprigte rates reflecting the investnent arket
conditions at the valuation dates,

The groups future rental stream estimations are based on certain assumptions and are subject ko market
vaolatility, uncertainky and can matedially differ fromm the actual results. The absenee of well-developed and active
rarket candition brings greater depree of uneertalnty and volatility to estlnated fair valuation of investment
praperties than which exlste In 2 more active market,
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Belew are the key assumptions the group used to estimate fair value of (13 investments agsets:

Pl 2017

Range Range
Profit margin on carrying cost —developrent properiies 25% - 35%% 3% - 37%
Targeted IRRE —development properties 3% 7-1tH4
Estimated Capitalisation of yields: Investmeant prageriies 5% 5-7%

4  REPORTING SEGMENTS

tAanagement has organised the Sraup into three segments for the purpose of reporting to the chiel aperating
decision maker. Management develops Its strategic planning and business model around these segments thal
consist of;

¢« Dovelopment Properties — the development of basic infrastructure on undeveloped land [“Lend
Projects”} and the development of residential and commercial prejects and the sale of urits on such
projects {“Aesidential and Commercial Projects”).

»  nvestmants — strategic investment in companies that manzgement helieves are complementary to the
Groug's real estate development aperations.

*  Asset Management — leastng and management of properties that the Sroup kas retained as rental
propertics including cormmercial and residential units an its Yaster-Flanned Cammunities for generating
TECATFING revenues,

The Graup dees nol allocate share of prafits of associates, gencral administration, selling and marketing costs
including diregtars” salaries, finance costs, other income and Zakat expense 1o (s segments. Substantially all of
cepment operatng activity (including revenue and costs) for the pariod ended 21 March 20L& and the period
ended 31 March 2017 was generated from the developed properties segment. The Group previded dreakdown of
revenue, profit, assets and fiabilikles by operation segment. The acceunting policies of the operating segments
are the same as the Group’s accounting policies descrited in Mote 2.

The Graup operates exclusively in Saudi Arabia and &1 it reverwes aee derived from its portfelia of properties
which the Group manages.
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The segment wise revenue, gross margin, Gperating expenges, peafit, assets and liabiities from sales oF dowel opemert
praperkies {land, residential and commercial projects) and l2aslng of praperties are presented helow!

Three-month period ended 32 March 2018

Nokes {Unaudited)
Sale of Developed Leasing of Group Total
PFroperties Praperties .
SEGMENT WISE PROFIT & LOSS SR 000 £R Q00 SR OO0
Revenus 2,754,336 34,017 2,793,913
Cost of revenue 12,301,762} {17,540 (2.315.302)
GROSS FROFLT 453.154_ 16477 474,611
Operating expenses:
General and administrative expenses 19 (38,164)
OFERATING PROFIT 435,447
Finance costs Z0 {122,545}
Otherincame, net 24,084
Shana of met profit from assoriates and
jint ventures &a 1,523
SEGMENT PROFIT FOR THE FPERIOEB 339,508
SEGMENT WISE ASSETS & LIBILITIES
TOTAL ASSETS 25,076 857 3,359,387 28,435,244
TOTAL LIABILITIES 9,313,46_3_ 53,108 8371.57%
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Three-manth period ended 31 March 2017

Metos {Unaudited)
Sale of Develgped Leasing of Fegup Total
____ Properties Properties

SEGMENT WISE FROFT & LO5S SR oD SR 000 SR 000
Revenue 321,511 38,818 AR, 329
Cost of sales o _ . lzosge2y (18844} (224,636)
GROSS PRAOFIT 115718 19,974 135,693
Operating expenses:
General and administrative expenses 19 (32,493}
CPERATING PROFAIT 52,1495
Financo Costs 20 {88,408)
ther income, net 2?
Share af net profit from assaclatas and
joint ventures £a 3,814
SEGMENT PROFIT FOR THE PERIOD 12,633
SEGMENT WISE ASSETS & L1IBILITIES
TOTAL ASSETS 20,986,675 3,523,951 24,510,635
TOTAL LIABILITIES 5,262,334 58,662 £,320,996
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DAR AL ARKAN REAL ESTATE DEVELORMENT COMPANY
SAUDIJOINT STOCK COMPANY

NOTES TO THE INTERIM CONDENSED SONSOLIDATED FRNANCHAL STATEMENTS (UNAUDITED)
FOFR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018 [(QNTIMUED]

5

INVESTRIENT PROPERTIES, NET

The movemeant in invastrnent prapearties is as follows:

Threg-menth Year Ended
period ended 31 Decenber
31 hiarch 2018 27
{Uira ud iad) [Audited)
SH (M) SR 000
COST
&t beginning of the periedfyear 3,637,174 3,714,173
Transfer to developrment propertles - {76,999}
Additions - -
At end of the periadfyear 3,637,175 1637170
ACCUMULATED DEPRECIATICHN
At heginning of the period fyear 347,169 R0 400
Transfer to developrent properties - (14,114)
Charged during the perivdfyear 17,540 71879
Al end of the peried/year A34,709 347,164
CARRYING AMOUNT AT THE END OF THE PERIODS Y EAR . 3,2?2,4?!]. 3,290,010

Included within investment propertles is land with an ariginal cast of SR 5731 millien {31 Decembor 2017:

SR 578.1 millien).

Falr value estimation:

Fair value of the investment properties are estimated by manzgement by using incame capitallzation methad, the
tange of copitalisation rates are determined based on the nature and the designated use of the assets and various
external valugtion referemces for similar type of assets, The annualised lease cash flows are estimated by
extrapplating and adjusting current lease revenues for optimal occupenoy and capitalising it at an annual reat yleid
of 5-7% hetwean resldantial and commercial leased properlies ko arrive the faie value estirmated as below:

2018 2017
5R DA SR D00
COAT 3,272 470 3,290 010
ESTIMATED FAIR VALUE
Estimated on rent yield of 5-7 % en
Imestoent properties 3,313,153 3,313,183

The Fair valuation of investment properties is estegonised under Level 3 inthe faor value hierarchy

[



DaF AL ARKAN REAL ESTATE DEVELOFMENT COMPANY
SAUD| JOINT STQCK COMPANY

ROTES TO THE INTERIM CONDENSED COMEOLIDATED FINAMEIAL STATEMENTS {UNALDITED)
FOR THE THREE-MONTH PERIOD ENDEDR 31 MARCH 2013 {CONTINUED}

&

DEVELDPMENT PROPERTIES

The maovement in development prapertias, the princinle aperation of the Company, are summarised as follows:

COST

At oeginning of the period

Additians during the period

Transfer

Charged to cost of sales during the period

CARRYIMG AMOUNT AT THE END OF THE
PER1IOD

shart- term development propoerties

Long-term development properties

COST

ik beginning of the pergd/vear
pdditians during the periodfyesr
Transter

Charged to cost of sales

during the periodfyear

CARRYIMG AMOUNT AT THE END QF THE
PERICID/YEAR

Short- term development properties

Lorng-tarm development properties

Threg-manth period ended 31 March 2018 (Unaudited)

Shart-term Shari-term Frojacts Taotal
Developed Developed Developed under
Frojocts land lamd Develepments
SR 000 SR 000 SR 0O0 SR 000 SR 000
49,227 73,448 773,030 13,375,535 14,874,240
130 . - 359,844 189,774
(4,733} - {512,433} (1,784,596} (2,301,762}
44,624 79,448 262,537 12,551,588 12,932,252
118,072
12,814,180
Year ended 31 December 201 7 Audited)
Short-term Short-term Projects Total
Developed Ceveloped Developed under
Prajects [and land Dovelopments
SR 000 SF. KD SR 00 5R 000 SR 000
- 317225 1581442 15135615 17,038,338
892 0,432 16,643 1,292 036 1,321,758
42,389 - - - (2,229
[14,354) {34930 (523,060] {2,462 00 [3,548,753]
49,227 73,048 F75,050 13,976,535 14,874,241
122,675
14,751,565

Brojects under development Includes land worth SR 9.92 billien [31 December 2017 3R 6,63 billian), which
represents the Geoup’s share of co-ownership with thied parties according ta the contracts of land development.

During the peried endad 21 March 2018 the Graup has rapitalised Islamic borrowing costs amaunting ta SR il {31
Cecember 2017; mil} an qualifying assets. 1lamic borrowing costs were capitalised at an annual weighted average

capitalisation effective rate of 03 (31 December 20171 0%,
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DAA AL ARKAN REAL ESTATE DEVELOPMENT COMPANY

SAUL JGINT STOCK COMPANY

NOTES TO THE INTERIMW CONDENSED CONSOUDATED FINANCIAL STATEMENTS {UNALDITED)
FORTHE THREE-MONTH PER|OD ENDED 31 MARCH 2018 |[CONTINUED)

Fair value astimatlan:

Curing the peried the Group's management and directars canducted an internal review and valuation of the real
gstate portfoelie of development properties which resulted in 8 fair value indicating an average uplift of 25% (31
Cocember 2017 35%) aceess the development property pertfolio. The management Believes that the resultant
uplift an the boek value is 3 conservative indication of the fairvalue of the properties of tne Group,

In view of the conkinuing volatility and uncertainty in the real estate market the transaction volumes are showing
cansiderable stabilisalion on lewering price trend. Fence to normallse the fair value assumptions along with
known comparable transaction at arms-length around propesties, the management Included additianal valuation
methodolagies and measures of average IRR in the range of 5-7% far development properties ta arrive at the Fair

value estimate,

COET

ESTIMATEDR FAIR VALUE
Estimated @ 30% marglns
on cost— Land
Estimated @ 5-7 % IRR — Land

Average fair value on land
Estimated fair value

COsT

ESFIMATED FAIR YALUE
fstimated & 25% margins
an ¢osk = Laid
Estimated (8 5-7 % \RR —Land

Average fair vxlue ot land
Estimated falr valuz

Sensitivity in fair value ostimation:

Three-mpnth peripd endad 31 March 2018 (Unaudited}

Shart- Prafocts Total
term Short-term under
Develyped Developed Developsd Dewvelopments

Froject land land .

SR 00 SR 000 SR 000 SR O SR 000
44,624 73,445 362,507 12,551,583 12,932,282
25,000 85,000 341,000 15,318,000 16,797,000
45,000 145, 407 GO0 19,295,000 19,852,000
45 000 120,000 374,000 17,785,000 1H, 324,000
45,000 120, G 374,000 17, 108,000 13,235,000

¥ear ended 31 December 2017 [Audited]
Short- Projects Total
term Short-term undar
Develaped Peveloped Developed Developments

Project land land

SR 000 R 400 SR O0D SR Q0a SRO0O
49,237 73448 775,030 13,576,535 1,274,240
50,000 §8,000  1,046000 18.863,000 20,062 000
20,000 151,000 1.330.000 21,628,000 23219004
50,004 125,000 1,218,000 203,245,009 21,541 00¢
50,000 125000 1,210,000 20,240,000 21,625,000

The estimated fair value of Group's investmeant prope:ties and development properties can be Impacted by the
aceurrenca of imtesrelated unaobservable inputs determined by exlsing market conditions. The lmpact of two
unobservable inputs may nat be off-setting each ather; for example, 2n increase in capitalisakion rate may off- set

S



DAR AL ARKAM REAL ESTATE DEVELOFPMENT COMPARNY
AN IQINT STOCK COMPANY

NOTES TO THE INTERIN CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018 [CONTINUED])

an increase in annlal fent bl an incréase in anoual rent with 2 decreate in capitalisatian rate would boost the fair
value.

' Increase Decrease

: SR D00 SR 00D

: Change in fair valua onland
10% change in comparable margins 1,487,000 {1.487,000)
1% change in IRR 1,838,000 11,632,900}
Avarage change in Tair valia anland 1,663,000 {1,584,0000
Change in fair value on Fropecties
A awis points change w capitalisation rate 257,000 {215,000]

Senstivity Impact an estimated fair value 1,820,000 [1,503,000)

The Faic walugtion of investrment prapertios are cateparlsed under Level 3 n the fair value hierarchy

e
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DAR AL ARKAN REAL ESTATE DEVELCPIVMERT COMPANY
SALDNJOINT STOCK COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS {UNAUDITED)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2015 (CONTINUED)

8. INVESTMENTS IN ASSOCIATES AND JOINT VENTURE

Investments in associates and joint wenture represent investments in shares of companies, where the Group
exercises significant influence. The shares of thesa campanlas are not publicly traded, The Group's ownershlp
in thase Saudi Arabia based private’y cwned companies ranges frorm 15% to 51%. For entities whera the
investnent is less than 20%, management beleves that it is able to exert sienificant influence due to its
invalvement at board level. Mavement in investments in assogiates and joint ventures is as foll aws:

#.  Investments in associates and jpink ventures:

Three-rmonth perlod Year Ended
ended 31 December
31 blarch 2013 2017
{Lnaudited) [Audited)

SR a0 SR 000
Ivsestraents, beginning of period,fyear - 811,139 FH1,525
additions - -
Share of profit during the periadfyear 1,623 20,604
Imvestenents, end of period,fyear I £12,812 Bl1,1%8%

b, Summarised detalls of halding in respect of the Group’s associates and joint venture |5 set aut balow:

#Hame of the entity Atneunt
Thvested % of Halding
=R 009

Saudl Horne Loans {SHL} 120,000 1%
Alkhair Capital 2audi Arabia [ACE) 102,014 34%
Khpzam Real Estate Development Company {l] (KDC) 525,547 51%
uman company 1,500 18%
Accomulated share of profits 63,765

Balance, end of the pericd £12,812
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DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY

SALIDL JOINT 5TOCK COMPANY

NOTES TO THE INTEREM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS [LUNALDITED)
FOR THE THREE-MONTH RPERIOD ENDED 31 MARCH 2018 [CONTINUED)

L.

Summarised financial infarmation in respect of the Group's associstes and joint ventyure is set out

belows:

31 MARCH 2018 [UNALDITED)

Total assets
Taotal liabilities

Met ascels

Group’s share of net assets

Tokal revenue far the period

Total profit for the period

Total curmnulative earning at end of
the period

Tatal cumubative earning at end of
Iast period

Changea Far the periad

Group's share of cumulative profit
for the périod

31 DECEMEBER 2017 |AURITED)

Total assets

Total tiabilities

Met assels

Group’s share of net assets

Total revenue for the year

Total profit for the yaar

Total cumulative earning 2t end of

the year

Total cumwulative earming at end of

last yaar

Change for the year

Group’s share of cumulative profit
Far the year

Juman

KDC acs SHL .TCI'TA'L
SRO00 SR 040 SR 000 3R 000 SR 000

- 541,859 291,161 4,415,734 5,252,754

- {35,696 (38,373) (2,962,197) (3,043,266)

- 505,163 252,788 1,451,937 2,209,458

1,500 507,633 {45,948 21013 812,812

. 5,544 28,042 33,586

- 29 {2,904} 15,315 12,440

- [35,582) {47,212} 651,537 %0E,743

- (35,510} [44,356) B34,340 554,374

- 23 [2.85G) 17,197 14,369

- 14 1971) 2,580 1,623
Juman EDC ACE SHL TOTAL
. SR 000 SR OO0 SR DA SR ODD 5R 000

- a1, EIG 28T BT 4,235,906 5,115,610

. (26,653 {22,232] 12,851,565} {2,920,490)

- 505,135 255 644 1424,341 2,195 150

1,500_ 50?,519_ 86,915 215,151 311,129

- - £4,535 156,195 215,730

- {2,820) 23,369 91,486 111,035

- (25,6104 (44,356} 634,340 554,374

(32,330 (64, 009) 541,715 440,374

- (3,278} 24,653 52,625 114,000

11,672) B,382 13,394 20,604

Details of transactions with associates and joint ventures are disclosed under note 23 “Related Party
Transactions” &f these interim condensed consolidated financial statements.

{i] The Group had invested 51% in Khazam Feal Eslate Developement Company [KDC), with Jeddah
Develapment and Urban Regeneration Company (JDURCL As per the arrangements the pawer 1o
govern the financial and operating activitles which affect the returns of KOC 1 jeintly bestawed
with the sharefolders, Accardingly the Group does nat have any right to variable returns or
apsolute power to control with the ability o affect tre returns of the investee compary
censequently, the Graup's investment in X0C is accounted for as investrment in joing venture under

equity methad of accounting.
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DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUDLICINT STOCK SOV PANY

NOTES TO THE INTERIM CONDENSED CONSCLIDATED FINANCIAL STATEMENTS [UNAUDITER)

FORTHE THREE-MONTH PERIOD ENDED 31 MARCH 2018 [CONTINUER]

g'l

14.

(i) The KDCinvestment inzlude SR 250 million as an exclusive right to participate in the Xhozam project
gdeweiopiment and SR276 million as cagital contribution Fully paid in cash. The ather shareholder
[IDRIRC) contributed SR 265 million worth of Jand as capital contribution. The managerment believes
that the value of the total investment has not diminished. '

[ii] Buring 2016 the growp had invested in Eastern Juman Company a timited Uability Company
estabilistied mainly for the developrient of luman project loceted Between Oammarm and Ras Tanora,
The Compary is registered in Riyadh under the Cornmercial Registration No. 1010462791 dated
15/10/1437H, (carresponding to 20/07,2016} with a share capital of S4R 8.2 million. Tae group has
paid SAR 1.5 million towards the 18.29% of its share capital and managoment baligve thak e value of

the total investment has net diminished or impaired,

OTHER ASSETS {DEFERRED CHARGES), MET

The movernant during the period 15 as below;

Balance, heginning of the periogfyear

Additions during the pertodiyesr
Amortisatian charge for the periad/year

Balance, and of the pariadfyear

TRADE RECEIVABLES AND OTHERS

Trade receivahles — net of allowances for doubtiub debis of
SRA1%.02 millian {31 Becember 2017 SR 12.02 million)
Advance payments to purchase [and

Accrued rovenue

Prepayments and others

Short Lerm ivestient- brading (note 10c)

Three-month period

ended Year Ended
31 March 2018 31 December 2017
{Unaudited) {Audited)
SR Q0D SR Q00
1,950 Lag
Fra 1,122
Z2.720 1,950
31 March 2018 31 December 2017
[Unaud|ted) [Audited]
SR Q00 SR 000
5,391,871 3,333 618
559,670 559,670
4,624 221%
135,960 131,955
Bb3 863
6,096,933 4,033,325

The fair value of ficancial assets Included above approximetes the carrying amount, Mo penaltles are

charged for delayed payments,

Trade receivable disclosed above include smounts {see below For ageing analysis) that are past doe from
the date of inveice, al the ¢hd of the reporting period for which the Group has net recegnized an allewance
for doubtful debts because there has not been a significant change in credit ouality.
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DAR AL ARKAN REAL ESTATE DEVELCPMENT COMPANRY
SAUDIIOINT STOCH COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNALUDITED)
FOR THE THREE-MOMNTH FERIOD ENDED 31 MARCH 2018 {CONTINUED,

al

b}

<)

Areing of trade receivables that are due but not impaired

31 nMarch 2018 31 December 2017
[Uraudited) [Audited)
SR 000 L: il

0-00 days 2,153,384 1,839,703
B1-120 cays 1332421 656,027
121-180 days 339,144 528,452
Atove 180 days 838,922 314,336
Tetal

5,391,871 3,338 6512

Ageing are from the date of invoice and the teade receivables include about 959% (31 December 2017:

95%) recefvables against land and project sales which are fully securad against such land and project
parcels.

Movement 1n the allowance far doubtfil debts

Thrae-imanth periad

ended Year Ended
31 htarch 2018 31 Decamber 2017
[Unaudited) (audited]
SR 000 SR OGO
Balance, beginning of the perlod fyear 19,015 19,015
Allowance for thae period)year -
Balanee, end of the peripdfyear 15,019 19,019

Short term investment — Fair value through profit or (055 [FYTFL)

The group has an imeestment, classified as held For trading, thoough pottfslio management acdduat
with a leading Saudi Asset Management broking institution (“fund mansger’) and as per the portfallo
managarneak agreement the fund manager is allowed to trade in debl and equity securities on behalf
of the Group, The dransaction during the period is detailed Reldw!

Three-month pericd

ended Year Ended
31 March 2018 21 Decemnber 2017
{Unaudited) [ A lved)
SR 000 SR 003

Balance, beginning of the periad/fyear Ba3 263
Furchased f sold du:ing the period/year - -

863 863
Realised gains - -
Tatal 363 263
Transfersfwithdrawals .
Bzlance, and of the periodfyzar Eh3 863

Investment includes 5R 863 thpusard as at 31 March 2013 (31 December 2057 SR 863 thoussnd)
representing cash depesit held with the fund manager. The funds are expected to be invested in the
subsequent perieds.
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DAR AL ARKAN REAL ESTATE DEVELOPIMENT COMPANY

SAUDI IDINT STOCK COMPARNY

MOTES TC THE [NTERIM CONDENSED CONSCLUIDATED FINANCIAL STATEMENTS {UNALUDITED)

FORTHE THREE-MONTH PERIOD ENDED 31 MARCH 2018 {CONTINUED)

11. CASH AND CASH EQUVALENTS

Zash in hand
Cash with bank

Tatal

12, LONG-TERM BORROWINGS

Islamic Sukuk
Islamic hurabana

Less: Un-amertisad transaction costs (note 12 b)
Borrawings end of the period/year
Less; Barrowing -shari-term maturity portion

Borrowing -lang-tarm maturty portion

a. PRepayable as follows:

Within one year
I tTe second year
In the third tg fifthyears inclusive

-a] -

31 March Z018 21 December 2017

[Lnaudited) lAudited)

SK 9490 SR O00
1,231 1,307
5,239,267 3,158,359
5,240,498 3,158,666
31 March 2018 31 Cecember 2017
{Unaudited) [Audired)

SR 000 SR o0
6,554,263 4,715,263
167775 1.7e0,57%
A,272,0%8 6,473,833
{106, 315! [80,356)
4,185,720 B,39% 982

11.680,951) [1,673,648)
b,184,759 4,720,334

31 March 2018

31 Decermber 2017

(Unaudited) {Audited}

R 000 SRO00
1,690,463 1,690,463
L872,A50 1859315
4,709,125 2,930,050
8,272,038 5,479,435




DAR AL AREAN REAL ESTATE DEVELORMENT COMPANY
SALIDE JOINT STOCK COMPANY

NOTES TO THE INTER[M LONDENEED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITEDR}
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 201B (CONTINUED}

b. Islamic borrowings transaction costs:

Three-month perfad

ended Year Ended
31 March 20138 21 December 2017
{Unaudited} (Audited)

SR 0040 5R DQQ
Balance, beginning of the periodfyear ) £0,856 B, 155
Additions during the perind fyear 35,212 42551
Amortisation charge for the periodfyvear (9,750} (22,850)
Balance, end of the period/year 106,315 20,854

c.  Apalysis of Borepwings:

This represents SR 6.04 Billion of 15lamie Sukik comprising:

1} 5K 1849 billlon {sD 450 million} of Islamic Sukuk carried in the books of the Graup, issued by Dar
Al-Arkan Sukuk Company Ltd, at 5.75% and mataring in 2018, of which SR 243.23 rallllon [USG 91.53
millicn} bought back during 2017 resulting an outstanding of 3R 135 bilfian (USD 358,47 million} a8

at 31 December 2017,

2] 5R 1.50 killien {50 400 million) of Islaric Sukuk carried inthe bocks of the Group, issued by Dar Al-
Arkan Sukuk Company Ltd. at .5% and maturing in 20149

3] SR 1.28 billion (V5D 500 million} of Istamic Sukuk carried inthe books af the Group, issued by Dar Al-
Arkan sukuk Company Ltd, at 6.9% and maturing in 2022,

4% SR 1ER billion (USE SO mlllien) of Istamle Sukuk carcied inthe books of the Graup, isswed by Dar Al
Arkan Sukuk Compary Ltd. a0 6.9% and rmaluring in 2023,

Islarnie Sukyks listed above are dencted in US dolfars. Since the Saudi Arabian Riyal is limited to
fluctuations in the US Dallar therg is no exposure 1o fareign exchange risk. The investongnt profit is
pavable to the Saudi SPY, throuogh which the Sukuk was issued, by the sale of progerties owned by the
Group., The beneliciary rights of these proparlies are with Dar Af Arkan Real Estate Ceyslopment
Company and its subsldiaries with the rights o buy back the dwneécship of these praperties ugon tha full
repayment of the Sukyk. The Group Mas issued a corporate guarantee to the Sukuk kalders.

The Sukuk agreements inglude Anancial covenants, which the Group was In compliance with as at 21
hiarch 2013,
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DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUD! JOINT STOCK COMPANY

MNOTES TO THE INTERIM CONDENSED CONSOUDATED FINANCIAL STATEMENTS [UNAUDITED)
FORTHE THREE-MOMNTH PERIQL ENDED 31 MARCH 2018 [EQONTINUED)

13

felamtfe Murabkaho

This represents the bilateral Mursbaha facilities from Iocal and international commereial banks, secured
against certain real estate properties, in the form of 1s%amic Murabaha, [etters of guarantes and letkers
of credlt, These facilittes camprise of [ong- term and short- term tenures ranging from & months ko 10
years with various repayment sehedules like annual roll revolvers, bullet gayments and [nstalment
repayments ranging from guarcerly and half yearly as detalled below.

Summary of the Murabahas:

Questanding
Maturity date Balance Short-term Long-term
SR 000 $R 000 SR 000
2020 434,375 315,000 564,275
2023 526,400 16,200 510,200
2027 272,000 15,000 257,000
TOTAL 1,670,735 346,200 1,331,575

The total weighted average effective annual cormemisslon rate for the period ended 31 Warch 2008 is
6.12% [31 Decernber 2017 £.95%)

The factlity agreements include certain financial covenants, which the Group was in compliange with as
at 31 March 2018,

END OF SERVICE INDEMMNITIES

Tie Group provides a defined end of service benefit pan ta its employees in line with the labour law
provisians and requirement in the Kingdoerm of S3wdi Arabia for respective entities cnder the Group, The
payrments under the plan are based on the emplayees’ final salaries and allowances and their cumulative
wears of service at the date of cessation of their employment, as defined by the conditions stated in the
lahaur laws of the Kingdom of Saud| Arabia. Employees’ end of service beneflt plans are unfunded plans
where the respecilve entities meat the benefit payment obligations as if [2lls due.

The mevement of the obligation accrued 1s as follows:

Three-month

perlod ended Yezr Ended
31 nMarch 2018 31 December 2017
{Unaudited) (Audited)
SR 000 SR 000
Balance, beginning of the perodfyear 21,961 5,682
Charged to expenses during the period/fyear 1,236 5,129
Re-measurament gain _ (2,675]
Paid during the periadfyear L, 495) (6,175}
Balance, end of the period/year 21,702 21361
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14,

15,

A- Effect of defined banefit plan an entity’s future cash flows

The weighted average duration of the employee benefit obligation is 8.03 years for the year ended

Deceraber 31, 2017 [31 December 2016: 9.67)h The expected maturity analysls of undiscounked
defined Eenefit obligation |5 as Tollows;

At March X918 31 December 2017
{Unaudited) {Audited)
SR 0aQ
Within one year 11% 2,286
In the second year 15% 3,741
Between third and fifth years 2a% 5440
Above five years L1 10,025
100% _ 21,582
TRADE PATABLES AND OTHERS
A1 March 2018 31 December 2017
{Unzudited) {Audited)
3R 000 SR 400
Trade payables 183,795 173,352
Cue to related parties (note 23a) 1848176 192 530
Accruals 174,155 29730
Unpaid dividend 35,320 25,550
Leasa liabilty [note 321 Z,213 2,301
Linearnad revanues 41,235 43,879
&25,994 537,142

Frade payables and others principally comprise amounts aulstanding for trade purchases and on- poing
costs. The average credit period taken for trade purchases i4 30 diys {21 December 2017 30 days).

The fafr value of financial liabllities incleded above approkimates the carrying amount.

ZARAT FROVISIONS

a) The movement in provision for Lakat:

Zakat is recogrized and provided for i the financial statements and the movement of Zakat s as
foll owis:

Three-manth

period ended ¥Year ended
31 March 2018 31 December 2017
(Unaudited) (Audited)
2R 000 SR 00

Balance beginming of the pariodfyear 544,67] 537,444
Fstimated Zakat for the period/year 8,490 14,443
Paid duzing the periodfyear - {2,267)
Estimated Zakat provision, end of the period/year 558,160 548,670

b  The Company has received the assessments from GAZT fo- the years 2002 to 2007, The company
ntad filed the consolidated zakal refurn fr years 2008 to 2R LG,

S
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MOTES TO THE INTERIM COMNDENSED CONSOLIDATED FINANCIAL STATEMENTS [UNAUDITELD
FOR THE THREE-MONTH FERIOD ENDED 31 MARCH 2013 [COMTINUED)

16. SHARE CAPITAL

31 March 2018 31 December 2017
{Unaudited) {Audlted)
SR 000 SR O00

Authgrized;

1,080,000,000 crdinary shares of 58 10 each 10,800,000 13,800,000
lssued and fully paid shares of 5R 10 each

AL the start of the pericd/year 10,200,000 10,800,060
Atthe end of the peviod/yepr 10,800,500 10,808,000

The Group has one class of ardinary shares which carry na right to figed income,
17. REVENLE

three-manth perlod ended

31 March1g 31 March2017
{Unzudited} (Unaudited)
SR 0490 SR 000
Sala of land 2,752,277 321,511
Sale of residential propartles 7,619 -
Leasimg of properties 34,017 2B,8182
Tatal 2,793,913 360,329

i3, COAT OF REVEMNUE

Three-month perlod ended

31 March2018 31 tvarch2il?
(Unaudited) {Unaudited)
SR 000 SR 000
Larg cost 2,297,029 205,782
Resdentlal properties-cost 4,733 -
Tirect cost an leasing — Depreciation 17,540 18,844
Totad 1.315,302 224624
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NOTES TO THE [NTERIW CONDENSED CONSOLIDATED FINANCIAL STATEMENTS [UNAUDITED)

FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2018 ([CONTINUED)

19,

20,

21.

GEMERAL AND ADMINISTARTIVE EXPENSES

General and agiministrative expenses
Crepreciation (refer note 7 & 223}

Total

FINANCE COBTS

Charges an Sukuk

Charges on lslamic Morabaha

Charges on Lease liabllity [ note 22h)
Amaortisation of transaction costs {note 12b}

Total

EARMNINGS FER SHARE

Three-month period erded

31 March2018 31 march2017
{Unzudited) [Unaudited)
SRO00 SR O00
16,348 37425
1,814 1,073
38,164 38,498

Three-month period ended

31 March2018 31 MarchZ0l7
[Unauditad) [Unaudited)
SR 00D SR 000
Ed,316 50,631
17,963 31,293
16 2
9,750 6,460
122 545 BE.408

The calculatlen of the basic and diluted earnings per share is based on the following data:

Earnings
For the purpose of bagic aarnings per share
(Met prafit for the peried)

Mumber of shares
Weighted average number of ordinary shares
For the purposes af basic earnlngs per share

Three-ronth periad ended

31 March2pig 31 March2D1?
{Uhaudited} {Unaudited)
3R 0gd SR 000
131,118 13133
B B R ber
_1,080,000,000 1,080,000,000

There is ng dilution of ordinary shares and a3 such the basic and diluted earrings per share calculation ara

congistent,
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FOR THE THREE-MOMNTH PERIOD ENDED 31 MARCH 2018 [CONTINUED)

22, OPERATING LEASE ARRANGEMENTS
A: GROGUP ..A.S- LESSEE

al

RIght of use assets

Below is the “right of use assets” for the lease arrangements entered ang unexpired as at the
recoriing date, qualifying for accaunting under IFRS 16, The details and mavements for this assots is
sinmmrarised as follows, and the depreciation charged to this asset iz inguded in depreciation

EXPENSES.

COST

At beginning of the periadfyear
Additlons For the perigdfyear
Transferf retirements

At end of the per;odfyear

ACCUMULATED DEPRECIATION

At beginning of the periodfyvest
Charged during Lhe pariodfyear
Transferf retiramenks

At end of the period fyear

NET BOOK VALUE AT THE END OF THE PERIDD/YEAR

Three-month

perTod ended ¥ear Ended
31 March 2018 31 December 2017
(Unaudited) [Audited)
SR 000 SR OMH
3,668 1,126
- 2,079
- (337}
3,668 % 668
1,183 357
286 923
97
1,469 1,183
2,194 2,485

The balznce in right of yse assets are incluced with the property plan and equipment [refer note 7

k)

Lease l1ability

The "lease liabllity” to accownt for its unexpired operating lease qualified for accounting under IFRS
16 requirements and the detals of the movernents arg as below, The interest oost accrued is

inluddad n the finansing charges.

LIABILITY

At beginning of the period/fyear
Additions for the parlod fyeac
Transfer! retirements

Finanrce ¢ost for the periedfyear

At end of the pariadfyear

PAYMENTS

At beginning af the perind fyaar
Paid during the period/year

at e of the perlod fvear

BALANCE AT THE END OF THE PERIQOB/YEAR
The balance in lease liability is included with trade payables and others {rofer note 14)

Three-manth

period ended ¥ear Ended
31 March 2018 11 Decembar X17
(Unaudited) [Audited)
5R 000 SR 000
3,751 11vl
- 3,079
- )
16 51
3,767 3,751
1,450 424
1041 1,021
1,554 1,450
2213 2,301
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NOTES TO THE INTERIM CONDEMSED CONSOLIDATED FINANCIAL STATENMENTS {UNALUD TED)
FORTHE THREE-MOMNTH PERIOD ENDED 31 MARCH 20158 [CONTINUED)

cl  MInimum lease payments
The mlnimum lease payments under non-cancellable gperating lease rentals are as Follows:

31 Warch 2018 31 Decemnber 2017
(Unaudited] {hudited])
SR D2 SRODO

Arrounts due;
Within one year 1025 1,425
Botweeh one 3nd five years 2270 2,463
Alter five vears - "

3,295 3,485

B: GROUP AS LESSOR
The minimom lease receivable: under ron-cancellable operating lease rentals are as fol'ows:

31 March 2018 31 December 2017
i Lieaed bed) [Audited)
SR 00 SR 000

Amounts Receivable:
Within one year b3,H32 09,495
Between ane and five years 165,527 145,604
Aftar five years 85,251 29,732
314,610 254 832

23.  RELATED PARTY TRANSACTIONS
al  Due to related parties

The Khozam Real Estate Development Comgany [KDL) management requested to invest excess cish
balarce of KDC with the group at @ nominal profit. The details of the transactions, includad in trade payable
and ather {refer note § 143, are as follows:

Three-month petiod

ended Year Ended
31 mMarch 2018 31 December 2017
{Unaudited} {Augited)
SR 000 SRO00
Balance, Beginning of the parlodfyear 192,530 193,363
Repayment of advances for the period/year [3,594) (1,553}
Profit charged for the period fyear 230 720
Balance, eng of the perlod/year 189,176 192 530
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNALITED}
FORTHE THREE-MONTH PERIOD ENDED 21 PMAARCH 2018 [CONTINUED])

b} Compensation of key management personnel

The remuneration of divectors and other members of key management personne] during the period are a5

follows;
Three-meonth perlad ended
31 March2018 31 March2d17
{unaudited) [Unaudited)
R DOO SR QgD

Short-term benefits 11 31,215
End-of-service bangtits . 13 14
Remunerations and sttendance fees 1o Board of Directors
and Exatutive Committes - -

TEL 2,829

t)

Qther related party transactions
(i} Bank Alkhair B.S.C

The Group engaged Bank Alkhalr BS.C, & non-gssociate entity, to provide geneeal finandal advisory,
Shariah’ comgpliance advises and management support for the recent international sukuk, The details of

the transactions, included in wade payable under trade gayable and others {refer note # 14], are as
follows:

Three-menth pericd

ended Year Ended
31 March 2018 31 December 2017
{Unaudited) [Audited)
LY R 1} SR 000
Balance, beginning of the perlodfyear - 115
Fees & expenses charged for the periodfyear - 115)

dmounts paid during the periodyear - -

Balance, end of the periadfyear -

(ii} Alkhair Capital Saudi Arabkia

The Group engaged Alkhalr Capltal Saudi Arabia, an aseoclate entity, to pravide genaral finangial
advizory, reprasenting and filing the documents on Behalf of the Group far requirements with CWA
amd ather statutory bodies, Shariah’ compliance reviews and management suppart for the local and
internatlonal borrowlng including recent Internaticnal suXuk lssuances and leasingfsubleasing of
propertles. The detalls of the transactions, In¢ludad in trade payahle under trade payable and others
frefar mote # 143, are a5 follows;

Threa-month periog

ended Year Ended
31 March 2013 31 Darembery 217
{Unandited] {Audited)
SR 00 SR Q00
Fees and expenses on indirect engagement with group
AlRhair Capital Dubai during the period fyear - 4,125
aricuet paid during the periadfvear . - (4,135]

Balance, end of the perlod/year - -

T
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FOR THE THREE-AMOMNTH FERIOD ENDED 31 MARCH 2018 (CONTINUED)

24,

25,

(i) Alkhair Capital Dubal Ltd-

The Groop engaged Alkhair Capital Debal, an associate eatity, b provide peneral finaocial advisary,
and secondment seraces to ke national subsidlaries, The dekals of the transsctions, mcluded in trade
payable under trade payable and athers (refer note # 14), are as follows;

Three-month periad

anded Year Ended
31 March 2012 31 Decernber 2027
{Uraudited) (Aavdited)

SR 000 5K DOO
Salance, baginmng of Lhe periodfyaar 897
Fees and expenses onindirect engagament with growg
Alkhaie Capital Pubai dueing the peecdiyear 1445 Ba7
Amount paid during the periodfyear (8a7}
Balares, and of the pariod fyear 1_,1145 297

For the thres month period ended 31 March 2018 and the year ended 31 December 2017, no other
transactions are entered into with entities that have common Board Members or Sharehalders to the
Group.

In addition, the Group entered into cerlain other ramsactlions with related parties WtRat did net have a
siprificant mgact on the financial position ar comprehensive income of the Group.

See alse note B,
RETIREMENT BENEFIT PLAMNSE

The Group makes payments to defined contribution retirement benefit plans In the form of the Geoeral
Organlsation of Secizl Insurance that are charged as an expense as they fall due. Payments are made on
the basis of 2 percentage of qualifying salary for certgin omployees to this state.managed scherme,

The tetal ¢ost charged to the interim condensed consolidated statement of proft or loss and
comprehensive inceme for the period ended 31 March 2018 wag 3R 123m0Mon (31 March 2003 38 Q.74
millicst], and the outstanding eontribution as at 31 March 2018 is 5R 371 thousand (22 December 2017; 5R
367 thousand).

CAPITAL WMANAGEMENT

The grecutlve cammittes reviews the capital structure of the Group an 3 semi-annual Basis. As parl af this
review, the comrittea considers the cost of capital and the risks associated with each class of capital. The
Group manages ks capital to ensure that antities in the Group wil be able 1o continue as a going concern
while maxinising the retuen to its parent company through optimisation of debt and equity halances. The
Growp's overall strategy remains unchanged frem 2007, when the Groop diversified its sources of funding
and issued twn medicm term Sukuks ranging from 35 years. Censidering the track record of timely
repayrment of the first two Sukuk and the group exgertise developed over the past five yoars 1o access
international markets for sharah' compliant lundiog, the management continue to maintain its relatizrishis
with the capital emarkets and monitor the markets far future issuance. The Group adhece to international
best practices in corporate governance and consider the capital market tramsactions to create additional
shareholders value,

The capital structure of the Group consists of net debt (borrowings adjusted with cesh and cash

equivalents) and equity {comprising share capltal, statutory reserye, and retained earnings). The Group is
rel subject to any externally itmposed capital requirements.
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Geanng ratie

The Group consistently megnitors it gearing ratio, to ensure comoliance with external covenant
requirements.

The geartng ratio at end of the reparting periad was a5 follows:

31 March 2018 31 December 2017
{Unaudibed) |Audited}
SR 000 SA 000
Islamic boreowings 8,165,720 6,398,947
Cash and cash equivalants and shart term depasits {5, 240,495} {3,159,666)
Net debt 2,928,222 3,239,316
Shareholders’ equity 19,064,663 18,733,550
et debt to eguity ratia , 15% 179

26. FINANCIAL RISK MANAGEMENT

The Group's principal financial Habllities are mainly comprised aof Islamic Muorabaha {term and annual
revolving] Tacilitves taken from banks, issue of Islamic Sukuk, trade pavable ard other payables to
contractors and suppliers, The paramount abjectives of these financial instruments arc to vaige the funding
base for various projects as well as for the working capital ceguiresent of the Groaup.

The Group alse has financial assets in the forem of bank deposits, cash in band, due from relared parties and
trade and ather receivables, which are integral and directly derived out of its regoiar business. On the
reparting date the Group has not entered inte any non-lslamic financial variable instrumnent gontracts by
way af purrency hedging, commission rate swap agreements o similar iNstrumenks.

The Group's financial opecations ace subject to the following risks:

Credlt Risk

Lommn|ssion Rate Rlsk

Liquidity Risk

Foreipn Currcncy Risk

Islamic tinancizfvariable instrument

g A e

Credit Risk
The Credit Bisk can he defined as a loss of value of an asset as 2 resutit of a failure by a costomer or a
counter garty to such commercially valid and legally enforoeable cpatract fo comphy with itz ohhgations,

The general sales policy of the Geoup is "Mo Credit" terms, but in some cazes there are enhanced payment
schedukes or staggered payment request by selected customers which have been accommodated. (n such
cases the Sroup has an exposuare of credit risk with respect 19 the amount due from those customers,
Howewar, in such cases the Group holds back the fina! dellvery or possession of the property 1o mitigate the
risk until the full amsum due is paid ta the satisfaction of the contrack. The monitosing and follow up of
balances is carnpleted regulariy and as a result the Group's exposure ta losses is [mited.

Witk respect to the credit risk exposure of other financial assets, nemely, due from related partles, bank
deposits and trade and other receivables, the maximum credit risk of the Graup is limited to their carrying
values, in case there [ a failure of the other party 19 ropgt ity obligation.

&s of the reposting date, the Group does not have $ignificant credit risk consentration with any single party
ar g group.
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Commisskon Rate Risk

Camrissicn Rake Risk s associated with a change in the corrmission eate avalable when renegotiating
financial instruments that are Influenced by the current global inancial market conditians. The Graun s
exposed Lo Commission rate risk with respect to its floating commission cavenants agreed For its lslamie
Murabaha [revolving eradit} facilities obtained from local banks,

The shart term revpiving borrowings” rates sre renegotiated at every renewal preposal to achlewe the best
poss Ble commission rate to reflect the given finangial credentials and related sk perception of the Group.

The Group has a sgecific shariah” cormplaint cormmission rate swap contrack to manage its commission rate
risk. Tne Grovp's internaticnal borrowing commission rates are primarily based on LIBOR and its local
Gurrpwings are kased on SABOR,. Hence the commisshan rate exposure of the Group is variable according
to the changes inthe LIBOR & SAIBOR.

The commissicn rate sensitiviey anglysis is perfarmed bhased on the eammission rate expasure of the Group

tor floating rate liahilities putstanding at the reparling dale. The calculations are done an floating
cammissian rates assuming the liabilities outstanding For a whale yoar as at the reparting date.

Durtng the period onder review the sverags cate of 3 months LI3OR varied bebween §.69% and 2.32%
[©.99% and 1.16% for 2017] and SAIBOR varied betwern 1.89% and 2. 27% (3 86% and 2.08% for 2917),

The sensitivity of commission rate varlance an the Group's external borrgwings witich affects the dnterim
condensed cansolidated financial statements of the Srown 15 shown Delow;

31 March 2018 21 December 2017
{Urraudited) {Audited)
SR 000 SR Q4D
+ 25 basis peints 4,194 . ..
- 25 basis points . (4,194} (4401

The net profit of tha Group Far the reported period would have been affected by the above amount as a
result of such changes in floating commission rates. 1f there is any capitalisatian of barcowing costs dlrectly
attributed 10 profects in progress, there would be timing differepoes on such an impact 10 the Group's
current profit and loss account and the currant Impact would be nil as there is ng capitalisation for the

current period and histarically, the managemenrt tapitalises approximately 10% of barrowing costs to
projects in progress as explalned e rote 2.8,

Liquidity Risk

Liquigtity Risk can resalt from a difficulty to meet the financial commitments and obligations of the Group as
per the agreed terms and covenants.

To mitigate the liguidity risk and asseciated losses of bhusiness and brand value appoetunities; the Graup,
where possitile, keeps sufficient liqueid assets in all business conditions. The Group refrains from funding its
lonp term capital reguirements through short term borrowings and related parkty current account
transactions. Currently the long term projects are funded from [ong term af revolving barrowings only, The
Graup alse has a dynamic cash flow assessment policy and system by which it can estimate and plan the
maturities as well as required resources to meet such obligations,

The total weighted average effactive annual commisslan rate for the period ended 31 March 2008 {5 B.12%
[31 Oecember 20171 6.95%]

See notes 12 and 14 for further datails.
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a) The maturity profile of assets, liabllities and equity a5 a1 31 March 2018 and 31 Decernber 2017 are a3

foltows;

31 March 2018 Within2 3 monthste Oneyear Mo fixed

[Unaudited) Months 1 year to 10 years maturity Total

SR 000 SR 000 SR Q00 SR 000 SE Qoo

Asgsels

Investment properties, net - - - 3,272,470 3,372,470
Development properties - 118,072 - 12,814 180 12,932 252
Praperty and eguipment, et - - - 78,500 78,500
Investments in associatas - - - 412,812 412 812
Qther assets - - 2724 - 724
Trade receivablos and others - 6,096,958 - - b, 005, 988
Cach and cash equivalants 5,240, 452 - - - 5, 240,598
Total assets 5,240,498 6,215,060 o 2,724 16,977,952 25,436,244
Liakillties and egulty

slamic borrowings 1,437,063 253,898 6,484 755 - 8,165,720
End of service indemnities . - - 21,702 11,702
Trace payables and others - 108,864 - 516,220 625,994
Lakat provisions - - - 558,140 553,160
Shareholders’ Equity - . - 19,084, 663 19,054,663
Tatal liabilities and equity 1,427,063 303,762 0084754 20,160,660 28,436,244
31 December 2017 Within 2 3 monthsto  One year Ma flxed Total
(Aurdited) Months 1vyear to 10 years maturiby

SR 000 AR DA SR 400 5R 000 SR 000

Assets

Irvestmens properties, net - - - 3,290,010 3,290,010
Develonment properties - 123 £35 - 14,751,565 14,474,240
Fiogerty and equipment, net - - - 0,925 70,925
trvestments In 25500 ates - - - 811,189 211,185
Qihar assets - - 1,950 - 1,850
Trade receivables and others - 4,033,323 - n 4,033,325
Cash and cash equivalents 3,159, 665 - - - 3,155,068
Total assets 3,158,666 4,156,000 1,950 18,923,639 26,241,305
Liabilities and equity

Islaric borrowings gx500 1595348 4,720,334 - 4,398,982
End of service indemnitias - - - 21 581 21,961
Trade pavailes and others - 149,468 - 337,674 g3V, 142
Zakat provisions - - - 249,670 345,670
Shareholders’ Cguity - - - 18,733,550 18,733,550
Tatal liabilities and equity £2,800  1,7495316 4,720,334 19,692,855 26,241,305

Farelgn Currency Risk

_4% .
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27,

23.

Foreign Currency Risk is astociated with the change in the value of the caerydng walug in the functional
turrency due te the variation of the underlying foreign currency cbligation or right by way of transaction or
translatian reasens. The functional currency of the Group is the 3audi Riyal that is pegged against the US
Dollar with & Axed exchange rate of 2.7% Saudt Rivels per US Collar. Slnee transactions, other than US
Dallzars, are negligikle; the Group dogs not assume any significant forsign currency risk,

Islamic financial varlakle struments Risk

As part of its asset and liability manapement, the Group vses lslamic finance variable nstruments for
hedging i3 edposdre o Lamenission rate and cash flow risks. This is generally achieved by hedglng specific
tramsactions. The Group uses slamic finange varable matruments primarily to manage exgosures ta foreign
currency and cammission rate risks. The Group’s principal abjective in kalding 1slamic finance variahle
inskruments 5 to reduce the cash outflows associated with changes In forelgn ceerensy and Ffixed
commission rates. The Group®s Islamic finance variable instruments are éxposed to credit risk to the extent
of that counterparty's tnability to meet the contraciual cbligations. The Group mitigates such risks by
dealing with majer financial institietions a3 its countergarties. The group Management does nok expect zny
material losses of Eisk fram the default of counterparties as the potential risk of such defaults it periodically
rmuaniiored.

COMMITMENTS AND CONTIGERCIES

To coraplote the long term construction and davelopment of irvestment and development properties, the
Group have committed to a number of contractual arrangements and agreements. Such contracts are
cancellable at the Group's discretion with no penalties. The estimated uncompleted contracts autstanding
as at 31 March 2018 amounts to SR 51 millon [31 December 2017, 58 45 rmillion} and performance
commitment through 3 bank guarantee for SR 74 million against receivable collecled (31 December 2017:
SR 75 million).

These commikments are expected to be settled within the duration of the projects in progress and shall be
funded through prospective property sales and external borrowings, if necessany.

Durlng the nodmal course of busingss thare are general litigations and legal claims. Management takes
lepal advice a5 to the [kelinocd of success of clalms and no provision |5 made whens the actian is unlikely bo
succeed.

A&k 31 March 2018, there were no significant ¢laims notified {21 December 2017: Nooe).

APPROVAL OF THE INTERIM CONDENSED COMSOLIBDATED FINANCIAL STATEMENTS

Tae interimn condensed consalidated finanslal stataments were approved by the board of directors ang
autharlzed for 1sswe on Aprit 30, 2018,
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