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INDEFENDENT AUDTTOR'S REPORT
To the sharsholders of Albitad Tvestment Company
{A Saudl Closed Joinl Stock Company )

Opinion

We have audiled the specinl-purpose financial statemunts pf Albiiad Tivestment Company (the “Cempany™)  a Saud)
Closed Juinl Siock Company, whish comprise the special-purpose balance sheot as ul 31 December 2017, and the
spccial-purpose statement of mcome, speclal-purpose stalement of cash flowe and special-purpose statement. of
changes n shareholders® cguity Tor the vear then ended. and notes 1o the special-purpese financial statements,
imcluding a sommary of significant acemmting policies.

I our opimon, the accompariying special-purpose (nascial statements present faitly, in all rratesial respects. e
finaneial position ol the Company as al 31 Lecember 2017, and 115 finangial porformatice and its cash Qows For the
veur Uien ended 10 agcordance with scconnting standanls penerally acoopted in the Kingdom ol Bagdi Arabia,

Rasgis for Opinion

We camducled onr audit m sceordance with Tnternational Standards on Awditing that are endorsed in the Kingdam ol
Sandi Arubia. Our responsibilities under those standards are further desaiibed the Auditors tesponsihilities lorihe
Audit of the Spectal-Burpese Financial Statements scelion of our repart. We are independent ol the Cumpany
accordance with professional code of conduct and ethics endorsed i the Kinodom of Saull Arabia that are relesvanl
v oour audit of the special-purpose financial statements, and we lave fulfilled aur uibier ethical Tospensibilifics in
accordance wilh these requirements, We helicve thal the andit evidenec we have ohiained is sulliclent and appropriate
toy prewiile o basis for wur opinion,

Emphusis of Matter
We draw aliention to note T tathe special-purpese financidl stulements which siate that during 2017 thelegzal formof
the Compary was chansed from u limired lighility company toa closed oot stock company. As per the by-laws aof
the closed joint stock Company, the fitsl [inuncial perind starts lrom 1o Shawnwa] 193811 (coreapondime to (0 July
2017} and ends on 13 Kahi Thani 143911 (corresponding Lo 31 Decamber 2017). Aeonrdingly, the lust finaneial perind
for the Hmiled lability company ends on 9 July 2017, However, the accompamying spesaal-marpose finansial
statemenls have heon prepared for manaucment®s intemal use and Lor the purpose of subuission o the Cupital Markel
Aulhodty (FCMA™) 16 prasent the inanclal performance and cashflows of theunderlying husiness {or the year snded
11 Tecember 2017 considering that the changs in the legal form of the Company did pot lye any efiect on the
sontinuancs of thi same lesal entity, Acvordingly, these spoutal-purpose fingncial stitenients mizht not be suituble [or
any eiher purposes, Our gpinton is nat modificd in respect of this mattes,

Other Mattey

Tn order to comply with the requirements of Minkstry of Commerce and Thvestmend, & separate sets ot financial
stutements for the limited habtlity compay (covering the periods from | Janiary 2007 10 9 Juby 2017 g Tiae the
closed joint stock company {eovering the periods from 10 Tuly 2017 Lo 31 1Fecembor 2HET) have alsa heen propared.

Respunsibilities of Manngement and the Aundit Commillee lor the Special-Purpose Financial Statemenis
Management i5 responsible for the prepucation and fair presentilion of the special-purposs firanicial statemeits in
stcordance with accannting stundards senerally sctepted inlie Ringdom ol Saudi Arahia and for such inlernal coptrel
a3 manugzemient determings s ecessary to tnable the preparation ol special-parpose nancial slatemants that are free
Vo material misstitement, whethor dus to fravd ot emor.

T preparing the spectal-pupose finaneial sialainents, mandgemenl is responsible lorassessing the Company s ability
Lo Gontinue i i paing concern, disclosing, as applicuble, watters related Lo poing concern: and vsimp e gong coneer
hiasis ol scooumting miless masasement either intends o liguidate (he Company or lo vease. perationg, nr has no
realletic alternative but ta do so.

The & udit Commmitles is responsible Lo gyverseeing the Company™s finangal reporling process
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TNDEPENDTENT ATIDATOWS WEPORL
Tu the sharsholders of Albllad lnvesimen| Company
(A Raudi Closed Toint Steck Company) (eontinned)

Auditor’s Responsibilities for the Audit of the Special-Uurpose Finanvial Statements

Mur oljectives are o obtain reasonable assurance aboul whethor the speaial-pupiose fimancial galements us whole
re free [rom maternl misstatement, whether due to frand o error, and 1o 1ssee an audilor's report that lncludes our
opinton. Keasopableassuranceds a high lovel of assurance, but is pot a guarames that an awdic sondocted in aceoedance
with Titemational Standards on Anditing that are endorsed In the Kingdom of Saudi Arabla will always detect a
mlerial mossiatemenl when 1t exists. Misstatoments can arise from Goud-or emmor snd sve considered material 10
individnally or in the apgresate, they could reusonubly be expected to influence the sconomic decisions of nzers tiken
on the basis of these special-purpose finanaial statements;

A purl olan audit in decordsnoe with Tntemational Standards on Auditing (hal are codorsed i the Winedom of Saudi
Arabia, we exsrcize professional Judament and muinbsin professional seepticism throughoot (he audit. W also:

e ldentily and assess the risks of mdtedal misstatement of the specinl-purposs [uencial statements, whetler
duetodraud o erro, design and perfiora audil procedures responsive to those riskes, and ebiiinaedit evidenee
thut 1y sullivienl und spproprate ta provids 2 Tasis for our upindon. The sk of not detectipe o mialerial
misstatement resulting Trem Trawd ishigher than for one resalting from erenr, as Gaod may fovalvecol lisian,
foroery, intentional cmissiang, misrspresentilions, or the override of mternal eantiol,

s Cbtalnoan understzuding of infumad dontrol relovant to the andit in order (o design audit procedures that fre
approposie 10 the cireumstences, i pet for the purpost of sipressing an opinion on the effectivencss ol the
Coanpanry’s inteoal copizel

= Bwvaluate e appropasteness of accounting policies nsed arl the reasunsblencss of aceounting eslmales umd
related disclosures mads by managemuent,

o Comalode on the apprapriatencss of manzgement’s use of the aeing concern basis ol aecounting and, hased
om the adit evidence ohtained, whether o material uneertuingy cdsts related to evenis or vonditisng that wmay
cust stenlivant dosbl oo Lhe Conmpany's ability o continne as o going concem. [Dwe conelude that 4 materal
npeealoty exists we are requured o draw attention In ouraudito:s s repous fo e retuled discinsures in the
spoclal-purpose fnanelal statements or, 1T soch disclosures wre madeguate, to medily our opinion. Cor
canclisions ars based on the gudit evidence obtrined vp to the date of vur auditer s roport. Bawever, Giture
events or condiiions may cause the Uompany Lo censl Woconlinue 85 2 going concem,

#  Fvaloate the nverall presentition, sirocture und content of the special-parpase fisanoial statements, inctuding
Lhis disilusimes, dnd whether the special-pur ose feincial stalements represent the undedying truosselions
and svanis na maoier that sobicves Lo proscntation.

W gomrumeste wilk e Audil Committes vogardizg, smong othsar mattess, the planned seope and o imine of e audit
andl significant andin findings, including any sigmiicant doficiencies in internal contral thal we idemtife daring our
audit

for Ernsl & Youny

Youzef A Aldabaral
Certified Pulibic Accountant
Resistration o423y

Biyadh: 11 Rajeb 1129H
(28 Murch 2018)




ALBILAD INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Special-purpose balance sheet
As af 31 Decernber 2017
(Saudi Riyals}

Assels

Current assets

Bank balances

Murabaha deposits with banks
Margin financing

Other assets

Tetal current assets

Mon-current asseis

Available for sale Investments
Invesiment in a subsidiary
Investment in an associate
Total non-current assets

Total assets

Liabilifies and shareholders’ equity

Liabilities
Current liabilities
Short-term Murabaha financing

Acoruals and other liabilities
Zakal payable

Total current liabilities

Non-current liability

Employees’ end of service benefits

Total liahilities

Shareholders' equity

Share capital

Stafutory rezenve

Relained earmings

Investment revaluation reserve
Total shareholders’ equity

Total liabilities and shareholders’ equity

Motes

Lo I e p 4

10
11

12
13
14

15

16
17

2017 2016
150,139,187 30,293,529
£0,000,000 219,000,000
370,747,336 179,300,985
32,464,115 16,951,569
£13,350,638 444 546,083
47,787,275 41,204,121
: 135,499 666

174,569,456 a

222,356,731 176,703,787
835,707,369 621,240,970
250,000,000 100,000,000
130,127.438 132,218,658
1,684,721 599,000

381,712,159

7,648,069

389,360,228

200,000,000
29,785,675
214,100,187
2,461,279

446,347 141

835,707,369

233,717,688

236 162,582

200,000,000
22,500,218
159,501,966
1,085,104
183,087,288

521,248,870

The allached notes from 1 o 24 form pail of (ese special-purpose financial staiaments.




ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Special-purpose statement of income
For the year ended 31 December 2017
(Saudi Riyals)

Operating income

Fees from sefvices, net,
Brokerage

Assal management
Investment banking
Securities" custody

T

5ain on deemed disposal of investriieni in a
subsjdiary

Share in results of a subsidiary

Share in results of an aszociate

Income from Murabaha deposits with banks

Lividend incore

Income from margin financing

Total operating income

Operating expenses

Salaries and ctheremployees related expenses
Other operating expenses

Total operating expenses

Income bhefore Zakat

Zakat
Net Income for the vear

Earnings per share:

Allributable to income from operations and net income

for the year

Motes

1
10

11

18

14

19

Thio attached hotes fram 1 b 24 fomyrpart of these special-purpose financial slatements,

4

2017 2016
23,619,843 30,856 429
46,100,985 37,118,389

3,310,000 10 404 572
9,488,751 7,484,600
B2 517,579 B5,871.890
59,791,997 -
(19,534,263) 4,357,606
(1,187 ,944) -
2,400,615 9,400,133
2,017,729 940,877
12,215,189 821,433
138,220,902 101,452,038
48,886,489 43,070,162
25,866,014 18,034,958
74,752,503 62,105,120
63,458,399 39,386,919
(1,584,721) (989.000)
61,383,678 38,387,819
309,42 191.83



ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Special-purpose statement of cash flows
For the year ended 31 Dacember 2017
(Saudi Riyals)

Operating activities
Income before Zakal
Adjustments for;

Provision for employees’ end of service benefits
Share in results of a subsidiary

Share in resulls of an associate

Gain en deemed dizposal of investmentin a
subsidlary

Changes |h operating assets and liabilities
Other assets
Aceruals and other liabilities

Met cash from operations

Employess' end of service benefits paid
Zakat paid
Met cash from operating activities

Investing activities
Investment in a subsidiary
iargin finamcing
Purchase of avallable for sale investmienis
Murabaha deposits with banks
Dividends received from a subsidiary
Met cash used in investing activibies

Financing activity

Proceeds fronr short-term Murabah financing
Fepayment of short-term Murabah financing
Metcash from financing activily

het increase in bank balances during the year

Bank balances at beginning of the year
Bank balances at end of the year

Mon cash transactions:
Change In fair value of available for sale
investnents

Notes

15
10
11

11

10

10

2017 2018

63,468,399 39,386,919
3,564,046 2,030,228
19,534,263 (4,357.608)

1,187,944 y

(69,791,097) g
(16,512,546) (4,441.276)
(2,091,250} 28,050,575
9,359,659 50,668,840
(861,671) (1,415,874)
(989,000) (745.000)
7,498,988 58,507,966
. (135,168,000
(191,446,351) (179,300,985)
(5,208,979} (30,163,109)
159,000,000 204,000,000
= 4.055,940
(37,653,330 (136,606, 154)
250,000,000 100,000,000

{100,000,000) -
150,000,000 100,000,000
119,845,658 21,601 812
30,293.529 8,381,717
150,139,187 30,293,529
1,376,175 1,147,296

The attached notes from 1 to 24 form part of these special-purpose financial statements.
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ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statemenis (continued)
31 December 2017

{Saudi Riyals)

1.

21

Incorporation and operation

Albllad Investment Cormpany {the “Campany”), is a Saud| Closed joint stock company Incorporated
in the Kingdom of Saudi Arabia under Commercial Registration number 1010240488 dated 11 Dhul
Cia’adah 1428H (corresponding to 20 November 2007) issued in Riyadh

The Company was formed In accordance with Capital Market Authority's ("CMA") Resolution No. 2-
38-2007 dated 8 Rajab 1428H (correspending to 22 July 2007),

The Company took over the management of Bank Albilad {the "Bank") investment services and assel
management activities from 1 July 2008

Thase activities was found to act as a principal or agent, undenwriting, managing, arranging. advising
and custodian of securities regulated by the CMA

The Bank has a 100% direct ownership interest in the Cormparny
The Company's Head Office i located at the following address:

Albllad Investment Campany
P.0, Box 140

Rivadh 11411

Kingdom of Saud| Arabia

In their meeting dated 3 January 2016, the Beard of Directors of the Bank resolved to convert the
Company from a Limited Liability Company to a Saud| Clesed Joint Stock Company. According fo
the Company's bylaws, the first financial statements after conversion should cover the pariod from
the 10 July 2017 (date of commercial registration of the Saudi Closed Joinl Stock Company) to 31
December 2017 However, these special-purpose (inancial statements have been prepared for the
year ended 31 December 2017 for management’s internal use and for submission o the CMA to
present the financial performanee and cashflows of the underlying business for the year ended 31
December 2017 considering that the change in the legal form of the Company did nat have any
effect on the continuance of the same legal enfity. Accordingly, these special-purpose financial
statements might not ke sullable for any other purposes,

The accompanying special-purpose financial statements were authorized for issue by the Board of
Directars of the Company on 25 Jumad Thani 1439H (corresponding 13 March 2018)

Basis of preparation
MNew accounting framework

Effective 1 January 2018, the Company’s financial statements will be prepared under
International Financial Reporting Standards ("IFRS") as issued by the Inlernational Accounting
Standards Board ("IASBE") that are andorsed n the Kingdom of Saudi Arabia ("KSA") and other
standards and pronouncemeants that are issusd by the Saudi Crganization fof Ceartified Public
Accountants ("SOCPA") (referred to as "IFRS ay endorsad In KSA"), Upon adoption of IFRS as
endorsed in KSA, (he Company will be required ta comply with the requiremenis of IFRS 1, Firsk
lime Adoption of Intemational Financial Reporling Standards for the reporting perinds starting 1
January 2018 In preparing the opening [FRS financial statements, the Company will analyze
impacts and incorparate certain adjustmoents due to the first time adoption of IFRS as endorsed
n KSA.



ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company}

Notes to the special-purpose financial statements (continued)
31 December 2017
{Saudi Riyals)

2. PBasis of preparation {continued)

2.2

2.3

24

2.5

Statement of compliance

The accompanying special-purpose financial statements have been prepared In accordance
with the gererally accepted accounting standards in Saudi Arabia issued by ihe Saudi
Orgarnization for Certified Public Accountants (SOCPA).

Basis of measurement

The special-purpose financial statements have been prepared on historical cost basis except
for measurement of available for sale investmenis atfair value,

Functional and presentation currency

These special-purpose financial statements are presented in Saudi Riyals (SR), which is the
Campany's functional currency.

Critical accounting estimates and judgments

The preparation of special-purpose financial statements in conformity with generally acceplied
accounting principles requires the use of cerlain critical accounting estimates and assumplions
that affect the reported amounts of assets and liabilities It also requires management (o
exercize ts judgment in the process of applying the Company’s accounting policies. Such
estimates, assumptions and judgments are continually evaluated and are based on historical
experience and other factors, including oblaining profassional advice and expectations of
future events that are believed to be reasonable under the circumstances. Although these
astirmates are based on management's best knowledge of current events and actions, actial
results witimately may differ from those estimates

3. Significant accounting policies

3.1

3.2

The significant aceounting policies adopted n the preparation of Ihese special-purpose
financial siatements are sel out below.

Murabaha deposits with banks

Murabiaha depasits with banks are initially measured at fair value, including acquisition charges
and subseruently measured at amortized cosl less any amount wrillen off and allowance for
impalrment charge, if ani.

Margin financing

Margin financing are recognized when cash is advanced to the customers Including relaled
transaciion cost less any provision for credit losses, ifany. They are derecagmzed when cither
borrower repays their ohligations, or the balance Is acld or written off or substantially all the
risks and rewards of ownership are transforred (o ether party

A provision against oredit Insses is estabfished when there is objective evidence thal the
Company will not be abile to collect all amounls due according to theorigingl terms. Al mai'gin
financing at 31 December 2017 are maturing within 2 period of one year,



ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

3

Motes to the special-purpose financial statements {continued)
31 December 2017

(Saudi Riyals)

Significant accounting pelicies (continued)

3.3

3.4

35

Available for sile investmenis

Available for sale investments are those investments, that are bought neither with the intention
of being held to migturity nor for rading purposes, and ate stated at their fair values. These
are |ncluded under non-current assets unless they will be sold in the next fiscal year. These
Investmenis are inftially recognized at fair value including fransaclion costs.

After initial measurement, changes In fair value are recognized in the statement of changes in
shareholders' equity until the investment is derecognized, at which Ume the cumulative change
ir falr value is recognizad in the statement of income. Any decline in value considered to be
gther than femperary is charged to the statement of income. Fair value of available-for-sale
financial assets is derved from quoted market prices in active markets, if available. Far value
of unguoted available-for-sale financlal assets Is estimated using appropnate valuation
technigues, Otherwise, costis considered to be the fair value.

Investment in subsidiary/ associate

A subsidiary is an entity in which the Company has a long term Investment comprising an
interest of more than 50% of the voting capital and overwhich it exercises contral,

An associate |8 an entity in which the Company has significant influence and which |s neither
a subsidiary nor & jeint venture.

Investments in subsidiary and associate companies are accounted for using the equity method
of accounting, whereby the special-purpese financial statements include investors share of
the subsidiary’s / associates' post acquisition results, resarves and retained sarnings based
on their latest availahle special-purpose financial statemanis

If the Company |oses control of a subsidiary, any Investment retained in the entity will be
recognized at (15 fair value an the date on which control Is last Subsequently, any retained
Invastment will be accolnted for in accordance with relevan! accouniing standards.

The application of fhe equity methed will be discontinued if an investment value is reduced o
nil as a result of the continuous losses of the investee (unless the Company has guarantead
the obligation of the subsidiary ( associate or has otherwise committed to provide further
financial support o them). If 2 subsidiary { assuciate subsequently achieve nel income aqual
ta the net losses made during the periad, in which the equity methed was suspended, the
application of the equity methad will resume

Trade date accounting

All regular-way purchases and sales of financial assets are recognized and derecognized an
the trade date, | e lhe date that the Company commils {o purchase or sell the assets. Regular
way purchases of sales of financial assets require delivery of those assets within the lime
frame gencrally established by regulation or convention in the market place

All athar financial asset and liabilities are |nitially recognized on trade datei e the date at which
the Company becomes a party to the contractual provision of the Instrument.




ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements {continued)
31 December 2017

{Saudi Riyals)

3

Significant accounting policies {continued)

3.6

3.7

3.8

3.9

310

3N

Accrued expenses and other liabilities

Liabilities are recognized foramounts o be pad for goods and services received, whether or
not billed to the Company.

Provisions

Frovisions are recognized when the Company has a present legal or constructive obligation
as a result of & past event, it is probable that an outflow of resaurces will be required to settle
the obligation and the amount can be reliably estimated.

Short term Murabaha financing
Murabaha financing are recognised at the value of proceeds received by the Company.
Zakat and taxes

Zakat Is caleulated and provided for by the Bank (the parent company of the Company) in
accordance with Saud| Arabian fiscal Regulations and is refiected in its consolidated financial
staterments derived on consclidated zakat base (including the Company's financial
statements). The Company's share of such zakat provision is allogated by the Bank and s
charged to the Company's special-purpose statement of income.

Withholding tax is withheld from payments made to non-resident vendors for services rendered
and goods purchased according to the tax law applicable in Saudi Arabia and are directly paid
to the General Authority of Zakat and Tax ona moenthly basis.

Employees' end of service benefits

Provision s rmade for armounts payable under the Saudi Argbian labowr law applicable to
employees accumulaled years of seivice at the balance sheel date and is charged to the
statement of Income,

Revenue recognition
Fees from services are recognized as follows:

= Brokerage income 15 recognized on an accrual basis when the service has besn
provided

! Asset management and custody fee income are recognized based on the applicable
service contracts, Usually on a time-proportionate basis. '

- Investiment banking income is recognized when the service is provided and accepted by
the clienl,

Gwidend from investments s recognized when the Company's nght to receve such dividend
is established.

Income from Murabaha deposits with banks and margin financing are recognized in the
special-purpose statement of income on an effective yield basis.

10



ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements (continued)
31 Decermnber 2017
{Saudi Riyals}

3 Significant accounting policies (continued)

3.12 Short term employce benefils

Short term employes benefits are recognized as an expense on &n acerual basis as the related
service is provided.

A liability is recognized for the amount expected to be paid under short term cash bonus iTtha
Company has a present legal or constructive obligation to pay this amount as a resull of past
service pravided by the ermployes and the obiligation can be estimated reliably,

3.13 Operating leases

Operating lease payments are recognized as an expense in the special-purpose statement of
income on a straight -ling basis over the lease tarm.

3.14 Foreign currancies

Transactions in foreign currencies are recorded in Saudi Riyals at the rates ruling at the daie
of the transaction. Monetary assets and liabililes denominated in foreign currencies are
retranslated at the rate of exchanae rufing at the balance sheet date. All differences are faken
1t the spesialpurpase statermnent of income.

4. Financial instruments and risk managemeant
The Company's activilies expose it to a variety of financlal risks: market risk {including currency risk,
fair value and profil rate risk), credit rigk, and liquidity risk. The Company’s overall risk management
progiam focuses on the unpredictability of financial markets and seeks to minimize potential adverse
effects on the Company’s financial performance

Risk manhagemenl is carried out by senior management under policies approved by the Board of
Directars of the Company. Financial assets and liabilities of the Company are exposed lo the
aforetnentioned risks. Financial assels carmed on the special-purpose balance sheet include bank
Halances, Murabaha deposits with banks, margin financing, avalable for sale investments,
management fee receivable and certain other assets. Financial liabiliies of the Company Include
Murabaha financing, accrued expenses and other liabilities.

4.1 Currency risk

Currency risk is the risk that the value of a financial mstrument will fluctuate due to changes in
foreign cxchange rates. The Company's transacfions are principally denominated (n Saudi
Riyals and accordingly the Company is net exposad ta any significant forsign exchange risk,
Currency risk in relation to forelgn currency balances and transactions is mitigated by regular
monitoring of such foralgn currency rates by managemeant

4.2 Fairvalue

Esir value is the amount for which an asset could be exchanged, or 2 liabllity settied betweean
knowledgeabie wiling parties in an arm's length transaction. Management reguiarly monitars
the changes in fairvalue of available for sale investments and belleves that the fair value Msks
tothe Company are not sgnilicant,

11



ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements {continued)
31 December 2017
{Saudi Riyals)

4.

5.

Finaneial instruments and risk management {continued)

4.3 Murabaha and margin financing profit rate risks

Murabaha (deposits and financing) and margin financing exposes the Company to prefit rate
risk, which represents the Cempany’s exposure fo risks assoclated with the effect of
fluctuations In the prevailing profit rates on the Company's financial position and cash fiows.
Management regularly monitors the changes in profit rates and believes that the Murabaha
and margin financing profit rate risks to the Company are not significant.

44 Credit risk

Credit risk |s the risk that ane party 1o a financial instrument will fail to discharge an obligation
and cause the other party te Ingur a finanicial loss. Bank balances and Murabaha deposits are
placed with Banks which have sound credit ratings. The Company In the ordinary colrse of is
Activities extend margin financing fo its customers and hotds collateral as security against such
financing to mitigate credi risk.

4.5 Liguidity risk

Liguidity risk is the risk thal the Company will encounter difficuity in raising funds to meet
commitments associated with financial instruments, Liquidity risk may resull from an inatality
to sell a financial asset quickly at an amount close to it fair value, Liguidity risk is managed by
regular monitoring to ensure that sufficient fupds are available through committed credil
facilities o meet any future commilments,

Related party transactions and balances

In the ardinary course of business, the Company fransacts with related parties. The principal
related parties of the Company are the Bank, the investment funds managed by the Company,
its associatel subsidiary, and companies owned by members of Ihe Board of Directors.

The Company has also ouisourced cerialn services 1o the Bank as per the Service Level
Agreement dated 14 May 2008 amended on 5 February 2013 and 21 May 2017. The
outsourced services include finance, accounting, legal and Sharah, information technology,
risk management, human resources, internal audit, administration and other support services.
The costs are agreed and aliocated on the basis of the terms of the said agreement and
payable annually in arrears. Additionally the Bank sub-legses office space to the Campany,
charges for which is determined on a basis similar to the cutsourced senvioes ahove.

The details of transactions during the year and balances at the reporting date resuling fram such

transactions are as follows

(g} The Bank:

2017 2018
Transaclions:
Shert term Murabaha finanasing 250,000,000 100,000,000
Repaymenl of short teorm Murabaha financing {100,000,000) -
Special comimisaion expensea on shiofl term Murabiaha
financing {hote 18} 4,389,513 114,633
Outsourced services expense (nole 18) 2,500,000 5,000,000
Rent and premiscs related expenses {note (E 1,862,770 1,730,031
Asset management income 1,591,576 10,028,383
Income from Murabaha depasils with banks 420,706 -
Inyestment banking incame 245,316 1,500,000
Lettzr of guaranies commission expanse 127,368 135,000
Custody rovente from Sukuk 120,000 -
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ALBILAD INVESTMENT COMPANY
{A Saudi Closed Joint Stock Company)

Motes to the special-purpose financial stalements (continued)
31 December 2017
(Saudi Riyals)

5.

Related party transactions and balances (confinued)

{a) The Bank {continued),

Balances:
Assafs

Bank balances
iManagement fee recelvable

Liatilities

Shaort-term Murabaha financing (note 12}

Payable to the Bank {note 13)

Accrued special commission on short term Murabaha

financing

Outstanding letter of guaraniae issued on behalf of the

Company (nete 23}

2017

150,138,187
346,953

250,000,000
116,624 457

948,076

100,000,000

2018

30 293 620
5470718

100,000,000
127,615,745

114 B33

100,000 000

Payable to the Bank is in réspect of expenses paid by the Bank on behalf of the Company. This

balance carres no commigsion and has na fived maturity date,

b Makkah Hospitality Fund {an associate) (formerly: a subsidiary),

2007 2016
Transactions:
Aszset management incomne 8,815,406 232931
Subscription fee 8,700,000 BGR.000
Balances,
Amount due from Makkah Hospltality Fund (note 8) 5318481 3.277.071

Details of Company's investment in Makkah Hospitality Fund and the movemeant in such investment
during the yeal ended 31 December 2017 are disclosad (n notes 10 and 11 fo these special-purpose
finansial statements

(o) Investmeant Tunds:

2017 2016
Transaclions:
Asgzet management income 18,547,014 13,447,407
Subscriphion fee 1,179,011 1,606.432
Clvidend income 126,267 -
Calances:
Aszels
Available for sale investments 26,579,975 213,569,108
Managemeant fes receivable 13,585,924 2-,&?3{!'!9‘1 &
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ALBILAD INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements {centinued)
3 December 2017
{Saudi Riyals)

5. Related party transactions and balances {continued)

{dj Board of Directors members and Companies owned by them:

Transactions:

Margin financing

Remuneration of Board of Directars
argin financing income

Erokerage commission incoims

Rent and premises relaled expenses

Balances:

WMargin financing outstanding
Margin financing income receivable

&. Murabaha deposits with banks

2017

21,229,675
1,185,000
248,878
28,810

2017

10,777,800
182,405

2016

5,733,592
604,000
20,157
5688
2845 417

2016

5731625
20,157

At 31 December 2017, all Murabaha deposits are placed with banks with matuwrities from 1 to 12
months (2016 1 to 12 months) and carry profit rates ranging between 0.8% to 2.0% per annum

(2016: Z.0%: to 3.9% per annum).

1. Margin financing

The Company extends margin financing facilities to its customers to invest in the Saudi Stock
Exchange (Tadawul), These facilities are backed by collaterals and exiended up to a maxmim
period of one year and bear current prevalling profit rates based on the amount of margin financing.

8. Other assets

Management and performance fee recalvable from
- Discretianary portiolios

- Funids
Irvestment banking and securities' cusiody income
receivable
Amount due from an asseciale {formerly: a subsidiary)
(note 5) '

Profil receivable on Mursbaha deposits with banks and
margin financing

Prepaymeiits
{3thers

2017

553,873
13,585,824

5,837,218
5,318,481

4,335,066
2,545,213
283,240

32464115

2015

5470,718
1,394,931

2,208 724
3,277,071

1,854 512
1,008, /32
G465, 581
15,951,569




ALBILAD INVESTMENT CCMPANY
{A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements (continued)

3 December 2017
{Saudi Riyals)

g, Available for sale investments

Available for sale investmerits as at the reporting date, represent investment in the following mutual

funds and equity secunties:

Canary alkezama Fund

Ashmor Fund

LIK Sacial Fund

Al Dahiyah Private Placement Fund
Al Wasal Real Estate Fund

GCC [thmar Fund

Equity securities - Quoted

Ashmor Fund

LK Social Fund

Al Dahiyah Private Placement Furid
Canary alkozama Funcd

Al'Wasat Real Estate Fund

GCC thmar Fund

Equity securittes — Quoted

Cost

10,000,000
10,000,000
8,298,270
6,000,000
5,000,000
3,636,077
2,391,649

45,225 996

Cast

10,000,000
8,298,270
6,000,000
5,000,000
5,000,000
3,836,077
2.184 670

40,119,017

2017

Investment
revaluation
resegrve

1,457,700
553,400
535,729
437,100

{231,800}
280,898

{571,748)

2.461.279

2018

Investment
revanlisalicn resene

Carrying value

11,457,700
10,553,400
8,833,999
6,437,100
4,768,200
3,916,975
1,819,901

47,787,275

Canyig valia

Moverments in available for sale investimants during the year were as follows!

Cuost:
At the beginning of the vear
Additions duning the vear

Al the end of tha year

Investmeant rovaluation meenie;

Af the beginning of the year
Change in fair value during the year
At the end of the year

Carnying value of investmenis at the-end of year

15

121,800 10,121,900
- 8298270
T47, 050 6,747 060
= 5,000,000
u 5,.000.000
186 968 3,822 D45
30,176 2,214,846
1.085104 41,204,121
2017 2016
40,119,017 9,055,908
5,206,979 30,163,108
4—5.325.99’5 4[]'1 191U_1_Il'll_
1,085,104 162.192)
1376,175 1,147 295
2,461,279 1,085,104
47 78T 275 41,204,121




ALBILAD INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Notes to the special-purpose financial statements (continued)
# December 2017

{Saudi Riyals)

10,

11.

Investment in a subsidiary
Mamne of the subsidiary Type of activity Shareholding

Makkah Hospitality Fund  Real estate fund 67%

Movement in Investment in & subsidiary mavemenis during the year was as follows:

2017 2018

Balance at the beginning of the year 135,499 566 -
Acuulred during the year - 135,198,000
Share in nef results during the year (19,534,263) 4 357 BOG
Dividends received during the year . - {4,055,840)
Deemed disposal upon dilution of shareholding
(note 11) _ (115,965,403) =
At the end of the year - 135,409 665
Investment in an associate

Mame of the subsidlary Type af activity Shareholding

Makkah Hospitality Fund  Real estate fund 25.1%

IMovement in investment [N an associate movemenis during the year was as follows!

2017 2018
Fair value of investment In an associate (upen de-
conversion fram a subsidiary — see note 10) 175,757.400 .
Share in net results during the year {1,187,944) -
At the end of the year 174,569,456 -

Ciuring 2017, the Company's investrment in Matkkah HospHality Fund (the "Fund®) got significantly
diluted from B7% to 26 1% as a result of new investors investing In the Fund. As a resulf of such
dilution and other factors mcluding the changes 1o the Fund’s Terms and Condltions relating to the
remaoval of the Fund Manager, management reassessad the classification of the Company's
investment and concluded that the Fund is no longer-a subsidiary of the Company and iz infact an

‘associate of the Company from the date-of dilulion in Company's sharehalding In the Fund. As 3

result, the Company derecognized s investment in the subsidiary and recognized the investment
In the assaciate: at its fair value at the date of dilution resulting in a gain of 5K 52,791,587, which
has been recorded in the special-purpese statement of income of the Company for the current year
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ALBILAD INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Motes to the special-purpose financial statements (continued)
31 December 2017

(Saudi Riyals)

12.

13.

14.

15,

Short term Murabaha financing

This represents Murabaha financing obtained from the Bank to finance the: Company's waorking
capial requirements. This financing carmes profit at the rate of 3.4389% per annum and matures
within 12 menths from the balance sheet date.

Accruals and other liabilities

2017 2016
Payable to the Bank (note 5) 116,634,457 121,515,745
Accrued expenses 9,334,297 8,491 204
Fayable to Tadawul 2,603,197 1,274 457
Other payables 1,655,487 937 082
130,127,438 132,215,688

Zakat
{a} Zakat return

Effectve 1 January 2008, the Bank has started to submit zakat return based on its consclidated
financial statements (including the Company) and settles zakat liability accordingly, The Company's
share of such zakat liability for the year ended 31 December 2017 was SR 1,584,721 (2016: SR
899 000) and has been determined based on the Company's adjusted net income before zakat and
charged to itz special-purpose statement of iIncome

{b) Zakat assessment status

In prior years, the Company received all final zakat assessment from General Authaority of Zakat and
Tax (GAZT) In respect ot all year up to 2008

{c} Provision for zakat

The movemeant in the: provision for zakal during the year (s as follows:

2017 2016
Balance al the beginning of the yaar 999,000 45,000
Provision during the yoar 1,584,721 989 000
Payrment during the year {999,000} (745.000)
Balance at the and of the year 1.584.721 9499 000

Employees’ end of service benefits

2017 2018
Balance at the beginning of year 4,944,894 4,330,640
Provision during the year 3.564.846 2,060,228
Payment during the year {B61,671) (1,415 874)
Balance at the end of year 7.648,069 4 844 Ba4
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Notes to the special-purpose financial statements (continued)
31 December 2017

{Saudi Riyals)

18,

17.

18.

18.

Share capital
The authorized and paid-up share capital of the Company as of 31 December 2017 comprises of
200,000 shares of SR 1,000 each (2016: 200,000 shares of SR 1,000 each),
Statutory reserve
In accordance with the Regulations for Companles in the Kingdom of Saudi Arabia and the
Company's Bylaws, a minimurm of 10% of the annual net income Is required to be transferred toa
statutory reserve Uniil this reserve equals 30% of the share capital. This reserve is notavailable for
distribution.
Other operating expenses
2017 2016
Rent and premises (elated expenses (note 18.1) 6,716,603 5,524 8908
Offica administration exdpenses 4056974 2,147,509
Legal and professional fees 4,298,986 2,276,583
Finance costs (note §) 4,389 518 114,633
Outsourced services (note 5) 2,500,000 5,000,000
Subscription 2,288,982 1,270,562
Communication and data transmission 905,823 1,375,437
Others. 629,128 325338
25,866,014 18,034 958

181 Included in rent and premises related expenses s an amount of SR 1,962,770

(7016, SR 1,730,031) related to rental charge for the ulilization of fixed asssts owned by the Banlk
and sublease of office spaces.

Earnings per share

Earmings per share attributable fo income frem main operations and netincome for the vears ended
31 Becember 2017 and 2016 is calculated by dividing net income for the years, by the weighted
average number of outstanding shares (200,000} during the years ended 31 December 2017 and
31 December 2016.
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20. Segmental informalion
The Company s arganized into-the following main ocperating segmenis:

= Dealing activities includs trading in a security, whether az principal or agent, and to sale, purchase,
manage the subscription for or of undepwriting securities.

«  Managing activities include mamaging secunties belonging to another persen In circumstances
myvolving the exercise of discretion.

»  Custody activities include safeguarding assets belonging to another person including securities, or
arranging for anothar person to do so, and custody includes taking the necessary administrative
mMeasures,

=  Aranging activities include Infroducing parties in relation to securities business, advising on
carporate finance business or acting In any way o bring about a deal ina securty,

e Advising activities Include In advising a person on the merits of dealing in a security or exercising
atly right to deal conferred by a security.

= Dthers represent certain assets, liabilities, operating Income or expenses of the Company, which
fiave nol been allocated to the above segments.

Dealing  Managing  Custody  Arranging’ Advising  Others Total
Activities  Activities  Activities Activities
5R 5R SR SR SR SR
2M7
Total gusets 3,004,255 19,391,843 3,027,000 253,183,701 557,100,570 835,707,369
I'ctal liskilitics 40,052 1,014,706 2,195 252,014,886 136,288,388 389,360,223
Tutal operating _
income 31,919,802 44 100,985 9,486,751 5.310,000 47,403,364 138,220,902
Tolal expenszes 28,543,356 30,684,857 7.040,400 9,031,094 1,037 417 76,337,224
Met {lozs) income 3,376,446 13,416,028 2,446,351 {3,721,084) 486 365947 61,883,678
2078
I ntat assnts 1,505,541 14,125,174 57E,000 100,238,608 508,410 458 621,249,870
I'otat liabilfties e 1,016,408 413 108 654, 854 138 460 507 234,162 582
Toiat aparating B
InGoe alhaeE 429 37 116389 7494600 10,404 572 15,520 040 101,492 033
Tolal expenses 18,032 250 29,044 508 5625624 85074504 229,145 83,104 120
Met Income 11,824 470 50714881 1,868 976 1,831,088 14450504 38,387,919
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21. Regulatory capital requirements and capital adequacy ratio

The Capital Market Authority has issued Prudential Rules (the "Rules"} dated 30 Decetmber 2012
(cerresponding to 17 Safar 1434H) pursuant to Royal Decree Mo. M/30 dated 2/6/1424H . Accaording
to the Rules, CM#A has prescribed the framework and guidance regarding the minimum regulatory
capital requirement and its caloation methodalogy as preserbed under Pillar |, In accordance with
this methodelogy, the Company has calculated s minimum capital requirement and capital
adeguacy atios as follows:

As at 31 December

SR’ 000
2017 2016

Capifal Base:

Tier 1 Capital 443.BEG 382,002

Tier 2 Capital 2481 1,085

Total Capital Base 446,347 383 087
Winimum Capital Regquirement:

Market Risk 1,257 109

Credit Risk 245,594 165,467

Operational Risk 19,084 15,776

Total Minimum Capital Required 265,915 181,352
Capital Adeguacy Ratic:

Surplus in Capital 180,432 201,735

Total Capital Ratio {time) 1.68 211

Tier 1 Capital Ratio (time) 1.67 211

a) The capital base consists of Tier 1 capilal (which includes capital, statutery reserve and audited
retained earnings) and Tier 2 capital {include surplus an revaluation of avaiable for sale
investments) as per article 4 and 5 of the Rules. The mimmum capital requirements for market,
credit and operational risk sre calculated as per the requiremeants specilied in part 3 of the Rules.

b} The Company mahages the capilal base in the light of Pillar 1 of the Rules The capital base of
the Company should not be less than minimum capital requirement and Company’s intermal
capltal adeguacy assessmient process.

¢) The Company's business cbjectives when managing capital adequacy is to comply with the
capital requirements set forth by the CMA lo safeguard the Company's ability to continue as a
going concern, and o mainiain 2 etrong capitsl base.

d) The minimum capital required as per Articke 8(g) of the Authonzed Persons regulations issued by
the Capital Markat Autharlty (0 the Kingdom of SaudrArabia in respect of the licensed activitios
of the Company iz S5 53 milllon
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22,

23.

24,

Assets under management and custody

Assets held In trust in a fiduciary capacity are nol trealed as gssets of the Company and accordingly
are not included in the Company's special-purpose financial stalements,

The outstanding assets under management at the end of the year including mutual funds and
discretionary portfolios amounted to SR 6.6 billion (2016 7.3 billion), In addition to this an amount
of SR 1 1 Billion {2016: 1.4 bilion) has been maintained as customer deposits with the Bank,

The assets under custody services af the end of the year amounted to SR 16.31 billion (2016 10.2
billion).

Contingencies

As at 31 December 2017, the Bank has issued, on the Company's behalf, letter of guarantee
amounting to SR 100 million (2018: SR 100 million), in favor of the Saudi Stock Exchange Company
{Tadawul).

Comparative figures

Certain of the prior year amounts have been reclassified to conform to the presentation in the surrent
Wear,
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