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T SHAREHOLDERS

DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
SAUDESHAREHOLDING COMPANY

RIVADH - KINGDOM OF SAUDE ARABIA

Subjeer: Review Repore

We have reviewed the accompanyving balance sheet of DR At ARKAN REAL ESTATE
DEVELOPMENT Saudi Sharcholding Company as ool A0 March 2007 and tie
stutements ol mcome, cash Hows and changes i sharcholders™ cquity for the period tfrom |
January 2007 to 3 NMarch 20070 These Tinancial statemients have been prepared by the
company's management and subnntied o us o long with the entire in Tormation requested.
Our review was based on anternim ancial reporting stapdard set Jorth by the Sauds
Organtzatien for Certified Public Accountants. The review consisted  principally of
analvtical procedures and mquaries of company personnet regarding financral datas Te s
substantially less moscope than audit in accordance with generally accepted  auditing
standards, the objective of which 1s the expression of an opimon recarding the financial
statements. therclore, we will not express such opinion.

Buased on our review. we are not aware of any matenal modifications that should be made
o the accompanying mterim Inancial statements moorder for then to bean contornnty with

venerally aceepted accounting principles.

Date: (1 Jumada’ 1 1428 1.
28 May 2007 G.

Signature: - .
Abdul Qader AL Al-Wahaib
(1.icense No. 48)




DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY

Saudi Shareholding Company
Riyadh - Kingdom of Saudi Arabia

INTERIM BALANCE SHEET AS AT 31 MARCH 2007

ASSETS

Current Assets

Cash and cash equivalents
Accounts receivable, net
Short term inveshnents
Projects under construction
Devefoped fands

Prepaid expenses and others
Due from related party
Total current assets
Non-Current Assets

l.and

Note

I ong term investiments (5)
Fixed assers, net (10)
Dieferred charges, net (1)
Total Non-Current Assets

TOTAL ASSETS

FOARILITIES AND SHAREHOLDERS' BEOQUITY
Current Liabilities

Estamic Murabaha (12
Projects” sharcholders (13)
Accounts pavable (4
Acerued expenses and others (15)
Due to related party {16)
Towal current Habilities

Non-Current Liabilities

Islamic Sukuk 17
Provision tor end-ot-scryvice benetiis (18
Potal Non-Cuarrent Liabihines

Shareholders’ Eguity

Capital {19
STHULOrY reserve {20

Retamed carnings

Total sharcholders’ equity - Exhibit D

TOTAL LIABIITTES AND SH

ARFIHOLDERST EQUITY

St March 2007
SR

1.683,613.956
423,051,441
77,000,000
9.145,733.400
2.638,635.167
618,189,602
178,495

I-l,b‘)l 402.0()

9,545,400
37,510,000
151,948,213

S’()-H-H?i

I-l 84‘} (H() 479

819,600,000
21,326,233
59,741,539

650,817,805

,I 501,463 )

1,559.247,130

2.230,000,000
RN

00,000,000
42,253,763

5
2
394,026,469

I l ()‘().-8(' 2 3’

14,849,040, 47‘)

58,640,805

EXHIBIT A

! \!mll
SR

06

V0,548,542
420,038,745
121,024,965

8312444557
[.394,780, 154
198216870

F1.037.673,653

135.000.000
130,093,262
3290982
’(1‘8 384244

[ l..a()().‘ )7.877

PR SeT e

13:4023,661
61,969,137
35.650.852

274.065.752

SOST13 402

|1, s()()()\/x7

THE ACCOMPANYING NOTES FROM (1) TO (235) CONSTITUTE AN INTEGRAL
PART OF THESE INTERIM FINANCIAL STATEMENTS



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
Saudi Shareholding Company
Riyadh - Kingdom of Saudi Arabia

INTERIM STATEMENT OF INCOME FOR THE PERIOD

FrROM | JANUARY

To 31 MARCH 2007

Exmsit B

For the period from

Note I January 2007 To
L 31 Mareh 2007
SR.
Revenues 912,976,196
Cost ol revenucs ~(460,164,340)
Gross income (21) 452,811,856
Principal activities expenses:
Sales and Marketing expenses (22) (3,975,415)
General and administrative (23) (6,111,093)
CXPCnses
Participation expenses (3,511,042)
Depreciation of tixed assets (4,071,519)
Amuortization of deferred charges - (1,611,453)
Netincome from principal activities 433,53],334
Results of other activities
Murabha Charges (15,949,746)
sukuk Charges (11,328,629)
Other income

Netincome for the period -
exhibit D

18,351,472

424,604,431

For the perod from
U danuary 2006 To

31 March 2000
SR

846,327,380
((446,942.592)
399,384,794

(3.617.020)
(5,416,569

(5,928.138)
(3.431.375)

(320.690)

380,670,996

(523,681)

239018
380,380,333

THE ACCOMPANYING NOTES FROM (1) TO (25) CONSTITUTE AN INTEGRAL

PART OF THESE INTERIM FINANCIAL STATEMENTS

fra
«



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
Saudi Shareholding Company

Riyadh - Kingdom of Saudi Arabia

INTERIM STATEMENT OF CASH FLOWS FOR THE
PERIOD FROM | JANUARY 2007 TO 31 MARCI 2007

ExXHIBITC

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period

Adjustments for:

Depreciation ol fixed asscts

Amortization ol deferred charges

Provision for end-ot=service benelits
Provision for doubttul accounts

Changes in current assets and liabilities
Decrease in accounts receivable, net
(Increase) / Decrease in developed lands
(Increasce) in projects under construction
(Increase) i prepaid expenses and others
(Increase) in due Trom related party
{Decrease) in projects” shareholders
Increase/ (Decrease) in accounts pavithle
Inerease m acerued expenses and others
[ncrease m due o related party

Ner cash (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Delerred Charges
Investments

Ner cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITLES
Islamic Murabaha

[slamic Sukuk

Net cash from financing activities

Increase / (Decrcase) in cash and cash equivalent
Cash and cash equivalents, heginning of the period

CASH AND CASH EQUINVALENTS AT END OF 't PERIOD
EXHIBEE A

PART OF THESE INTERIM FINANCIAL STATEMENTS

For the perivd from
I January 2007 To

31 March 2007

SR.

424,604,431

4,071,519
1,611,453
366,639
73,521

57,533,764
(107,851,912)
(1,209,865,900)
(402,668,237)
(653,671)
(13,003,839)
14,562,499
84,720,828
631,499

(1,145,867,426)

FFor the period from
I January 2006 To
31 March 2006
SR.

380,380.333

17.192.724
200,888,120
(719,533.633)
(119,625.703)

(21,856,934
(39.216.472)
48,588 767

(269,094 351)

(37,740,094)
50,000,000
(7,740,094)

405,576,339
. 2:230,000,000

2,655,576,339

134.023.601

1501908819
183,045,137

1,685,613,950

e . B S A B 0

(135,070,670)

525,619,212

390,548,342




DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY

Saudi Shareholding Company

Riyvadh - Kingdom of Saudi Arabia

INTERIM STATEMENT OF SHAREHOLDERS™ £QUITY FOR T
PERIOD FROM [ JANUARY 2007 To 31 MARCH 2007

EXHIBIT D

Statutory
Capital - Reserve
SR, SR.

Sharchoiders Equity as of 1 Janvary 2007 SA4U,000,000

Net Incante for the period  Exhibit B

Shureholders Eqoity as of 38 Macch 2007 ExhibinnA™ S, 40,000,000

Retained
Karnings o Total
SR. SR,

1LY09.422,038 1,611,675,801

424,004,431 124,604,431

2,394,U20,409 11,056,280,232

THE ACCOMPANYING NOTES FROM (1) TO (25) CONSTITUTE AN INTEGRAL
PART OF THESE INTERIM FINANCIAL STATEMENTS



DAR AL ARKAN REAL ESTATE DEVELOPMENT COMPANY
Saudi Shareholding Company

Riyadh ~ Kingdom of Saudi Arabia
NOTES TO THE INTERIM FINANCIAL STATEMETNS

g

STATUS AND ACTIVITIES:

DAR Al ARKAN REAL ESTATE DEVELOPMENT COMPANY - Saudi Sharcholding
Company  (referred  to o hereinafter as the “Company™) operates  under  the
Commercial Registration No, 1010160195 dated 16/4/1421H, 1ssued in Riyadh.

The Company operates in the field of purchasing and possessing real estate and
lands, constructing buttdings for the purpose of investing thercof by renting or
selling in lavor of the company.

The Company operates in general construction o residential and commercial
buildings (construction, maintenance, demolition and reconstruction), wholesale,
and retail in santrary materials, plumbing, clectrical, paints, construction materials,
office equipment and motor vehicles cither in cash or by installinent payments.

SUMMARCHY OF SIGNIFICANT ACCOUNTING POLICIES:

The accompanying linancial statements have been prepared inaccordance with
generally accepted accounting principles ol the Kingdom of Saudi Arabia, The
stegiiticant accountng  policies applied v the preparaton of  these  financial
statements are as follows:

a)  Accounting Convention:

These financial statements have been prepared under the historical cost
convention using acerual basis and going concern coneept.

Iy Cash and Cash Equivalents:
For the purpose of preparing the cash flows stalement, cash and cash

cquivalents include cush on hand, unrestricted current accounts with banks and
Islamie deposits of maturity dates i less than three months.

¢)  Accounts Receivable:

Accounts receivable are stated in the accompanyving balance sheet at their
estimated net realizable value after deducting the related provision for
doubtful accounts ( 1f any ). The provision tor doubtiul accounts is estimated
based on analysis of the collectible balances ot the wccounts receivable ut the
end ol the vear,

-0-



¢)

)

)

f)

Investments:

This item represents investments in other companies’ projects against
determined  percentage ol the profit of these projects as per contracts, and  the
investments compliant with shareta.

Fixed Assets:

FFixed assets are stated at cost net of accumulated depreciation thercof up to
the date of the lnancial statements, Depreciation is computed using the
straight - line method over their estimated usceful lives as per the following
annual rates ot depreciation:

Buildings 3%
Vehicles 25%
Furniture and fixtures 20-25%
Electrical appliances 20-25%
[.caschold improvements 5-20%
Pretibricated houses 25%
Tools 200%%
Sivnboards 20%

Deferred charges:
The company amortizes Jdeferred charges using the strarght-line
method over five vears.

Provision for End-of-Service Benefits:

Provision for end-of-service benefits is calculated and provided for in
accordance with Saudi 1 abor Regulation,

Zakat Provision:

Zakal is measured and recognized in the statement ol income for cach
fnancial period pursuant to Zakat Regulation in the Kingdom of Saudi Arabig,
The provision for Zakat 1y settled in the financial vear m which the tinal
assessment of Zakat is issued, Variances between the amount of provision for
Zakat and the final assessment are recognized in the statement of income as
changes in accounting estimates and included w the financial period on which
the final assessment of Zukat is issuced.

Revenue Recognition:
Revenue from rendering of services 1s generally recognized upon selling the

projects and relinquishimg their ownership which concurrently coincide with
the issuance ol sales contracls,

-7-



h) General, Administrative and Marketing Expenscs:

General, administrative and Marketing expenses are measured and recognized
as a period cost at the ume when such cexpenses are incurred, LExpenses
benetiting more than one financial period are allocated over such periods
using their historical cost.

I) Foreign Currency 1Transactions:

Transactions in foreign currencies are converted into Saudi Rivals at rates of
exchange ruling at the date of these transactions, Asset and lLabtlities at the
balance sheet date are converted into Saudi Riyals at rates of” exchange
prevailing at the balance shect date, Gains or losses resulting from  the
vuariation In exchange rates are taken currently to statement of income,

-

BE CASIH AND CASH EQUIVALENTS:

) The details of this item are as tollows:
A Mareh 2007 31 March 2006
SR. SR.
Cash on hand 497,031 340,621
Checking accounts with local banks in
Saudi Rivals 635,116,925 590.207.921
Islaniie Deposits b 1,050,000,000 -
Total — Exhibit A 1,685,613,956 390,548,342
bh) This item represents Istumic deposits with focal banks of maturity dates in
less than three months,
4- ACCOUNTS RECEIVABLE, NeT !
The detarls of this ttem are as follows:
w/3] Nlil!‘t}.‘l{l‘;f)v['n i ? IkM;}rch 2006
SR. SR.
Accounts receivable 427,225904 424 409,166
Provision for doubtful accounts (4,174,463

(3.750421)

Accounts recetvable, net - Eahibit A 423,051,441 420,658,745

0,50 S



5- INVESTMENTS:
This item represents the company’s participation in linancing investment projects of
other companies according to authenticated conracts for achieving gains on the
share of those companics’ profits through these projects, during financial periods
ranging trom one year “short-term™ and two years “long-tem™

0- PROJECTS UNDER CONSTRUCTION:

The details ol this ttem are as tollows:

U March 2007 31 March 2006
SR. SR.
Villas 2,796,001,868 2.323.873.280
Lands 6,349,731,532 5.988,571,077
Total ~ Exhibit A 9,145,733 400 8,312,444,357

7- Diveroren LANDS:

This 1tem represents Jands owned by the company developed for the purpose
ol resale.

8- PREPAID EXPENSES AND OTHERS:

The detatds of this ttem are as tollows:

31 March 2007 51 March 2000

SR. SR,
Prepaid expenses 1,544,618 1,001,232
Prepaid Murabha charges 2,066,667 926,889
Secro Account - 7,714,664
Letters of guarantee - 10,364,611
Iimployees advances and imprests 2,412,547 2920432
Advance payments to contractors 342,691,236 34.528.612
Advance Payments to Land supphers 160,859,058 132.845.766
Others 8,615,476 7,714,064
Total - Exhibit A 018,189,002 198.210.870

9- DUE FROM RELATED PARTY:
This item represents the balance of vperating transactions with Kingdom Installment
Company as of 31 March 2007,
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I1-  DEFERRED CHARGES, NET:
Deferred charges are stated at net amount alter deducting the provision lor
amortization as follows:

31 March 2007 31 March 2006
SR. SR.
Deferred charges, beginning balance 3,497,540 5,497,540
Additions 57,740,094 .
Amortization __(4596.829) - (2,206,538)
Deferred charges) net - Exhibit A 38,640,805 3,290,982
12+ 1SLAMIC MURABAHA :
Fhis item represents Islaniie Murabaha with local bunks as of 31 March 2007,

13- PROJECTS SHAREHOLDERS:
This item represents the amount of participation by investors for the purpose of
projects’ development.

[4- ACCOUNTS PAYABLE:

The details of this item are as tollows:

31 March 2007 31 March 2006
SR. SR,
Contractors 37,525,705 31,042.311
Suppliers 2205834 4012541
Total — Exhibit A 39,741,539 35,654,852
[5-  ACCRULED EXPENSES AND OTHERS:
The detarls of this item are as follows:
L1 March 2007 31 March 2006
SK. SR.
Accrued expenses 2,455,307 3,409,022
Accrued Sukuk Charges 11,328,629 -
Accrued murabah charges 11,604,210 480,570
Zakat provision 445,337,471 175120486
Advances trom customers 182,880,894 93.202.154
Others 3,211,379 [.833.520
Total — Exhibit A 656,817,895 274,005,752

16-  DUE TO RELATED PARTY:
This item represents the balance of operating transactions with Manazel Building
and Construction Company as ol 31 March 2007,

17- ISLAMIC SUKUK:
This  nem  represents  Islamic sukuk  amounted 1o SR 2.250,000.000
(UIS$ 600Million) issued by Dar International Sukuk Company in March 2007 for
the benefit of Dar Al Arkan Real Istate Development Company {or which the
returns on sukuk 1o the sukuk holders will be paid quarterly starting from June 2007
and the principal amount (US$ 600Milhon) will be paid on the mawrity date in
March 2010,



18-

PROVISION FOR END-OF-SERVICE BENEFITS:

The details of this account are as follows:

31 Marceh 2007 1 \l udl ’(J(()w

SR, SR,
Balance, beginning of the period 3,152,478 1,902,036
Allocated Lo expenses 1()6 03 ‘) 330,402

Balance, ¢nd of the period - Exhibit A

19-

CAPITAL:
The Company’s capital is SR, 3400

3,:\1)1!7

R .

000,000 divided to 340,000,000 equal shares of

SR O each and all are ordinary .\}mru.

20-

PROFITS & RESERVES:
The company distributes the annual net profit after deducting the general expensces

and costs as follows:

Description

L.ands
Villas
Total

Gross income — Exhibit B

Zakat duties deductions.
According to the article (176) of the Companies™ Regulation, the Company

retains 10% ol net imcome against statutory reserve, The deductions can be
stopped by the company when this reserve reaches one hall of the capital.
[nitial payment to the sharcholders equals 3% of paid up capital from the
rcmuining profit.

10% of net proht devoted as a reward o the board of directors and the
remaining to the sharcholders as an additional share of profit.

21- GROSS INCOME:

For the penod from
I Tanuary 2000 1o

For the period from 1 January 2007 tv 31 March 2007
3 Mach J00e

R(‘:L‘-llllt‘\ T _(:()‘,( (.I 0SS (:NIFOSS IHCOITIC
SR. SR. SR, SR
560,547,828 (285,301,891) 275,245,937 300,204,963
352,428,368 (174.862,449) 177,565,919 99,179,829
912976196 (460,164,340) e
452,811,836 399,384,794
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SALES AND MARKETING KXPENSES:

The details of this item are as follows:
For the period from
I anuary 2007 To

SR
Salarics and wages 1,045,240
Advertising 1,230,904
Marketing consulling 533,428
Meetings and exhibitions 691,784
Incentives and bonuses 423,670
Others 50,389
Total - Kxhibit B 3,975,415

31 March 2007

For the period from
I January 2006 To
o3 Mareh 2006
SR

862,637
883,298
169,838
1,355,793
320,676
24,784

3,617,026

GENERAL AND ADMINISTRATIVE EXPENSES:

The details of this item are as lollows:

For the period from
I January 2007 1o

3 March 2007

SR.
Salaries and wages 3,543,849
Fd of service benetits 366,639
[ncentives and bonuses 271,784
Subscription fees 173,049
Printings & stauonery 218,849
Soctal msurance 215,896
Repairs and maintenance 125,489
ucl 120,489
Insurance 275,785
Consulting and training 239,895
Provision for doubtful accounts 73,521
Cleaning and entertainment 85,892
Water. clectricity and telephone 209,478
Others 190478
Total — Exhibit B 6,111,093

INTERIM RESULTS:

The interim operation results are not indication ol the whole veur’s results of

aperdtion.

GENFRAL:

For the period from
I January 2006 1o
31 Mareh 2000

3,103,848
330,402
243,058
203,507
194 874
165,560

§8.822
102,584
204,584
45,152

87,651
167,843
318,082

5.416,509

Lhe tigures i the financial statements are rounded 1o the nearest Saudi Riyal.,



