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Independent Auditor’s Report
To the shareholders of Saudi Real Estate Company
(A Saudi Joint Stock Company)

Opinion

We have audited the consolidated financial statements of Saudi Real Estate Company (the “Company”) and its
subsidiaries (the “Group’), which comprise of the consolidated statement of financial position as at 31 December
2021, and the consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to these
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2021, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
endorsed by the Saudi Organization for Chartered and Professional Accountants.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the professional code of conduct and ethics endorsed in the Kingdom of Saudi Arabia that are
relevant to our audit of the consolidated financial statements, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matters

1 We draw attention to note (15-a) to the consolidated financial statements for the year ended 31 December
2021, as stated therein, certain land parcels owned by the Company are currently not available for use or
development due to various reasons, of which certain reasons relate to the areas where these lands are
located and other related to the fact that they are under study from specialised committees to resolve these
matters. The management is currently communicating with the related government agencies and
committees to address these reasons to allow the use of these lands. The impact on the net realisable value
of these lands is still uncertain and depend on the final results of the study by the assigned committees.
The carrying value of these lands amounted to SR 417 million as at 31 December 2021 (2020: SR 417
million).

9 We further draw attention to note (15-b) to the consolidated financial statements. As stated therein, during
the year ended 31 December 2021; it has come to management’s attention that the land which was
designated for the Al Widyan project is located within an area that is currently under study by the relevant
government agencies with the aim of developing it, which may result into a fundamental change to the
original project’s plan and may impact the land’s realisable value. The effect of the extent of this study
remains uncertain and is dependent on future development by the relevant government agencies’ plan.
The carrying value of the land and capital work-in-progress amounted to SR 2,168 million, and SR 849
million respectively as at 31 December 2021 (2020: SR 2,168 million, and SR 829 million respectively).

Our opinion has not been modified in respect of the above matters.
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Independent Auditor’s Report
To the shareholders of Saudi Real Estate Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements for the current year. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming auditor’s opinion thereon, and we do not
provide a separate opinion on these matters. For each matter below, our description of how our audit addressed

the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report, including in relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures, including the procedures performed to
address the matters listed below, provide the basis for our audit opinion on the accompanying consolidated

financial statements.

Key audit matter

How our audit addressed the key audit matter

Liquidity management

A fundamental principle in the preparation of the
consolidated financial statements in accordance with IFRS
is the assumption that an entity will continue in existence as
a going concern, which contemplates the realisation of
assets and settlement of liabilities occurring in the ordinary
course of business.

As shown in the consolidated statements of financial
position, the current liabilities of the Group exceeded its
current assets by SR 1,439 million. The consolidated
financial statements have been prepared on a going concern
basis.

We considered this as a key audit matter as the
management’s assessment of whether the Group will have
available sufficient funding to be able to continue meeting
its obligations are important for the going concern
assumption and, as such, is considered a significant aspect
of our audit. This assessment is largely based on the
expectations made by management that can be influenced
by subjective elements such as estimated future cash flows
and forecasted results.

Refer to note 39 “liquidity risk” to the consolidated
financial statements.

Our audit procedures comprised, amongst others:
1 Reviewed the management’s cash flows forecast to
understand the model used in preparation of the cash
flows for the purpose of the going concern

assessment.

9 Assessed the reasonableness of the inputs used in the
cash flows forecast against historical performance and
the Group’s strategic plans for the coming 12 months.

1 Reviewed the existing loan facilities agreements
(including any amendment) relating to loan
covenants, unutilised borrowings and others.

1 Reviewed correspondence with lenders during the
current year and subsequent period in connection to
the renewal of loan facilities and any breach with loan
covenants.

9 Ensured adequacy of the related disclosures in the
notes to the consolidated financial statement.
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Independent Auditor’s Report
To the shareholders of Saudi Real Estate Company
(A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)

Key audit matter

How our audit addressed the key audit matter

Investments properties

As at 31 December 2021, investments properties of

SR 5,377 million represent around 69% of the Group’s
consolidated total assets, which are stated at cost, net of
accumulated depreciation and impairment, if any.

For the purpose of impairment assessment and the
disclosure of the fair value in the Group’s consolidated
financial statements, the investment properties are valued
externally by an accredited independent external valuer
(“the Valuer”). The valuation uses common valuation
techniques and methods, which are based on assumptions
and estimates that relate to several factors that impact the
fair value of the investment properties.

We considered this as a key audit matter, as the
impairment assessment of investments properties
requires significant judgment by management and also
involves key estimates. Also, the potential impact of
investment properties’ impairment could be material to
the Group’s consolidated financial statements.

Refer to the summary of significant accounting policies
to the consolidated financial statements (note 4) and for
the details of investment properties and fair values (note
15)

Our audit procedures comprised, amongst others:

9 Assessed the Valuer’s objectivity, independence and
experience.

1 Compared the fair value of investment properties held at
year end to the valuation results included in the valuation
report provided by the Valuer.

1 Ensured that proper valuation technique and
methodology are adopted by the Valuer.

1 Reviewed on a sample basis, with the assistance of our
specialist, the valuation of investment properties done by
the Valuer, and assessed the reasonableness of key
assumptions that were used in determiningthe fair values.

9  Obtained the title deeds for the investment properties and
discussed the current status of these with the management
and in-house legal department.

9 Ensured that the consolidated financial statements contain
adequate disclosures regarding the valuation of
investments properties.
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Independent Auditor’s Report
To the shareholders of Saudi Real Estate Company
(A Saudi Joint Stock Company) (continued)

Other information included in The Group’s 2021 Annual Report

Other information consists of the information included in the Group’s 2021 annual report, other than the consolidated
financial statements and auditor’s report thereon. Management is responsible for the other information in its annual
report. The Group’s 2021 annual report is expected to become available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

When we read the Group’s 2021 annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and
other standards and pronouncements that are endorsed by the Saudi Organization for Chartered and Professional
Accountants and the provisions of Companies’ Law and Company’s By-laws, and for such internal control as
management determines necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report
To the shareholders of Saudi Real Estate Company
(A Saudi Joint Stock Company) (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of
Saudi Arabia, we exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

9 Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

9 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

9 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

9 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.






Saud-i Real Estate Company and its Subsidiaries
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2021
(In Saudi Riyals Thousands, unless otherwise indicated)

Notes 2021 2020

Continuing operations
Revenue A 1,028,841 553,466
Cost of revenue 8 (681,345) (368,012)
Gross profit 347,496 185,454
General and administrative expenses 9 (173,798) (171,530)
Selling and marketing expenses 10 (54,553) (52,631)
Operating income (loss) 119,145 (38,707)
Financial charges 11 (77,153) (17,294)
Declined in value of investment properties 15 - (82,698)
Impairment provision for prepayments and other receivables 20 (8,829) (38,370)
Impairment of property and equipment 14 - (5,755)
Gain on disposal of investments designated at FVPL 18 354 -
Gain on revaluation of investments designated at FVPL 18 1,288 9,646
Share of profit of an associate 16 11,573 16,042
Dividends income 6,730 6,019
Reversal provision of expected credit losses related to prepayments 20 & 37 50.000 .
and other receivables due to collections of legal cases i
Other income 12 9,185 21,989
Income (loss) before zakat from continuing operations 112,293 (129,128)
Zakat 36 (31,770) (25,304)
Income (loss) after zakat from continuing operations 80,523 (154,432)
Loss after zakat from discontinued operations 22 - (4,661)
Net Income (loss) for the year 80,523 (159,093)
Attributable to:

Equity holders of the parent company 54,909 (140,741)

Non-controlling interests 27 25,614 (18,352)

80,523 (159,093)

Earnings (losses) per share (SR):

Basic and diluted earnings (losses) for the year attributable to

equity holders of the parent company 13 0.23 (0.59)
Earnings (losses) per share for continuing operations (SR):

Basic and diluted earnings (losses) from continuing operations for

the year attributable to equity holders of the parent company 13 0.23 (0.57)

grfancial Officer Chief éxe'cutive Officer and Managing Director Chairman, Board of Directors

The attached notes 1 to 44 form an integral part of these consolidated financial statements.
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Saudi Real Estate Company and its Subsidiaries
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2021
(In Saudi Riyals Thousands, unless otherwise indicated)

Net income (loss) for the year

Other comprehensive income:
Other comprehensive income to be reclassified to profit or loss in
subsequent periods (net of zakat):

Net change in fair value of investments in equity instruments designated
at FVOCI
Share of other comprehensive income of an associate

Net other comprehensive income to be reclassified to profit or loss in
subsequent periods

Other comprehensive income (loss) not to be reclassified to profit or loss
in subsequent periods (net of zakat):
Remeasurement gain (loss) on defined benefit plan

Other comprehensive net profit (loss) that will not be reclassified to
profit or loss in subsequent periods

Total other comprehensive income for the year
Total comprehensive income (loss) for the year (net of zakat)
Attributable to:

Equity holders of the parent company
Non-controlling interests

Notes 2021 2020
80,523 (159,093)
18 57,006 31,284
16 22,998 3,479
80,004 34,763
30 1,686 (2,691)
1,686 (2,691)
81,690 32,072
162,213 (127,021)
136,891 (107,768)
27 25,322 (19,253)
162,213 (127,021)

B 70 e

Chief, |M\Ofﬁcer Chief Executive Officer and Managing Director

Chairman, Board of Directors

The attached notes | to 44 form an integral part of these consolidated financial statements.
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Saudi Real Estate Company and its Subsidiaries
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2021
(In Saudi Riyals Thousands, unless otherwise indicated)

Notes 2021 2020
ASSETS
NON-CURRENT ASSETS L
Property and equipment 14 23,682 )
Investments properties 15 5,376,655 6,032,906
Intangible assets 16,573 11,401
Investment in an associate 16 277,235 252,663
Investments in equity instruments designated at FVOCI 18 327,438 281,636
Investments designated at FVPL 18 17,540 66,755
Right-of-use assets 31 71,766 73,146
Contract assets 13,363 -
Trade receivables - non-current 19 16,909 -
TOTAL NON-CURRENT ASSETS 6,141,161 6,753,585
CURRENT ASSETS
Developed properties 15 554,405 -
Trade receivables 19 339,891 146,298
Prepayments and other receivables 20 277315 103,667
Inventories 13,072 5,824
Cash and cash equivalents 21 454,797 523,319
TOTAL CURRENT ASSETS 1,639,480 779,108
Assets held for sale 22 - 5,845
TOTAL ASSETS 7,780,641 7,538,538
EQUITY AND LIABILITIES
EQUITY
Share capital 23 2,400,000 2,400,000
Statutory reserve 24 720,000 720,000
Contractual reserve 25 10,051 10,051
Accumulated losses (245,421) (262,914)
Other reserves 26 75,857 (6,125)
Equity attributable to equity holders of the parent company 2,960,487 2,861,012
Non-controlling interests 27 38,060 (21,744)
TOTAL EQUITY 2,998,547 2,839,268
NON-CURRENT LIABILITIES
Term loans 28 387,918 516,687
Loan from a related party 29 - 1,301,636
Loan from Ministry of Finance 29 1,185,130 B
Employees’ defined benefit obligations 30 21,900 25,392
Contracts liabilities 39,858 -
Lease liabilities 31 69,109 71,030
TOTAL NON-CURRENT LIABILITIES 1,703,915 1,914,745
CURRENT LIABILITIES
Trade payables 32 71,295 92,264
Accruals and other liabilities 33 445,089 220,714
Uneamned revenue 34 137,083 108,337
Term loans — current portion 28 2,208,087 2,294,262
Loan from Ministry of Finance — current portion 29 133,289 -
Lease liabilities - current portion 31 6,389 -
Zakat provision 36 76,947 56,608
TOTAL CURRENT LIABILITIES 3,078,179 2,772,185
Liabilities directly associated with the assets held for sale 22 - 12,340
TOTAL LIABILITIES 4,782,094 4,699,270
TOTAL EQUITY D LIABILITIES 7,780,641 7,538,538
) X LD e
Pipaficial Officer Chief Executi&e Officer and Manging Director Chairman, Board of Directors

he attached notes 1 to 44 form an integral part of these consolidated financial statements.
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Saudi Real Estate Company and its Subsidiaries

(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021

(In Saudi Riyals Thousands, unless otherwise indicated)

As at 1 January 2020

Net loss for the year
Other comprehensive income (loss) for the
year

Total comprehensive (loss) income for the
year

Transfer from other reserves to
accumulated losses (note 18)

Balance as at 31 December 2020
Net income for the year

Other comprehensive income (loss) for the
year

Total comprehensive income for the year

Non-controlling interests' share of a
subsidiary's dividends

Adjustments related to disposal

of a subsidiary (note 27)

Disposal of a subsidiary (note 22)

Acquisition of minority interests (note 41)

Balance as at 31 December 2021

>

Attributable to equity holders of the parent company

Statutory Contractual Non-controlling
Share capital Reserve Reserve Accumulated losses Other reserves Total Interests Total equity
2,400,000 720,000 10,051 (159,043) (2,228) 2,968,780 (2,491) 2,966,289
- - - (140,741) - (140,741) (18,352) (159,093)
- - - - 32,973 32,973 (901) 32,072
- - - (140,741) 32,973 (107,768) (19,253) (127,021)
- - - 36,870 (36,870) - - -
2,400,000 720,000 10,051 (262,914) (6,125) 2,861,012 (21,744) 2,839,268
- - - 54,909 - 54,909 25,614 80,523
= - - - 81,982 81,982 (292) 81,690
- - - 54,909 81,982 136,891 25,322 162,213
4 s 2 - - - (8,000) (8,000)
= 2 : =~ = - 7,754 7,754
- 4 = = = - 1,612 1,612
- - - (37.416) - (37,416) 33,116 (4,300)
2,400,000 720,000 10,051 (245,421) 75,857 2,960,487 38,060 2,998,547

Vb SR,

3

ial Officer

The a

Chief Exmcer and Manging Director

ed notes 1 to 44 form an integral part of these consolidated financial statements.

Chairman, Board of Directors
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