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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

¶ 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).

¶ 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.



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:

¶ 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.

¶ 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.

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

¶ 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.

¶ Ensured adequacy of the related disclosures in the
notes to the consolidated financial statement.



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:

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

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

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

¶ 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 determining the fair values.

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

¶ Ensured that the consolidated financial statements contain
adequate disclosures regarding the valuation of
investments properties.



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.



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:

¶ 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.

¶ 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.

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

¶ 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.


































































































