Crowe Smart decison. Lasting value

Al Azem, Al Sudairy, Al Shaikh & Partners
For Professional Consulting - Member Crowe Global

SUMOU REAL ESTATE COMPANY
(SAUDI JOINT STOCK COMPANY)

CONSOLIDATED FINANCIAL STATEMENTS AND INDEPENDENT
AUDITORS REPORT
FOR THE YEAR ENDED DECEMBER 31, 2022

www.crowe.sa



SUMOU REAL ESTATE COMPANY
(SAUDI JOINT STOCK COMPANY)

CONSOLIDATED FINANCIAL STATEMENTS AND INDEPENDENT AUDITORS REPORT

FOR THE YEAR ENDED DECEMBER 31, 2022

INDEX

Independent Auditors’ Report

Consolidated Statement of Financial position
Consolidated Statement of profit or loss

Consolidated Statement of comprehensive income
Consolidated Statement of changes in shareholders’ equity
Consolidated Statement of cash flows

Notes to the consolidated financial statements

PAGE

1-4

9-10

11-38



Al Azem, Al Sudairy, Al Shaikh & Partners

For Professional Consulting

Member Crowe Global
Crowe P.0.Box. 10504 Riyadh 11443

Kingdom of Saudi Arabia

Telephone: (011} 2175000

Facesimile: (011) 2176000

www.crowe com/sa

INDEPENDENT AUDITORS’ REPORT

TO: THE SHAREHOLDERS OF
Sumou Real Estate Company
(A Saudi Joint Stock Company)

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Sumou Real Estate Company, A Saudi Joint Stock
Company (the “Company™), and its subsidiary (collectively referred to as “the Group™), which comprise the
consolidated statement of financial position as at December 31, 2022, the consolidated statement of profit or loss,
the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies and other explanatory information.

In our opinion the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2022, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs) as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by
Saudi Organization for Charted and Professional Accountants (SOCPA).

Basis of 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 International Code of Ethics for Professional Accountants (including International
Independence Standards) that is endorsed in the Kingdom of Saudi Arabia that is relevant to our audit of the
financial statements, and we have fulfilled our other ethical responsibilities in accordance with this Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Aundit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current year. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. We have determined the matters described below to be the key audit matters to be
communicated in our report:

A Professionat Limited Liability Company with Capital of (2,000.000 SAR) - C.R. 1010464353
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)
Sumou Real Estate Company
(A Saudi Joint Stock Company)

Key Audit Matters (continued)

Key Audit Matter

| How our audit addressed the key audit matter

1- Revenue Recognition

The Group assesses revenue recognition under
requirements of IFRS 15 “Revenue from contracts
with customers” for each of its contracts with
customers certain judgments are applied, and
estimates are made in assessing the timing of
revenue recognition and measurement of revenue
based on completion of the underlying performance
obligations. The company estimates total
development costs required to meet performance
obligations related to revenues and determines
appropriate proportion of related revenue and cost as
percentage of completion of those obligations as at
the end of the reporting period.

Revenue recognition was assessed as a key audit
matter due to the significance of the assessment and
judgments applied and estimates made in assessing
the timing of revenue recognition.

Refer to note 3 — 17 and 22 for details about the

judgments applied and estimates made in revenue
recognition and the detail about relevant disclosures.

We performed the following audit procedures, among
others:

Obtained an understanding of the terms and
conditions of contracts with customer and identified
performance obligations on a sample basis. '
Reviewed on sample basis, development costs to be
incurred on the lands and the relevant contracts with |
the suppliers on infrastructure costs.

Tested accuracy and completeness of the tevenuei
and related cost. !
Reviewed, on a sample basis, contracts with
customers for residential units and ensured that there
is a signed contract between the group and
customers in addition signed contract between the
group and banks they finance the customers.
Assessed the appropriateness of discourses in the
consolidated financial statements.

With regard to revenues with related parties, in
addition to some of the audit procedures mentioned
above, we evaluated the process followed by the
group when identifying, recording and reporting on
revenues from related parties and determine whether
according to natural line of the group and on
commercial conditions.

2- Investments ih_companfes designated by eq.

» method

As of December 31, 2022, the Group has
investments in associate companies by SR
329,863,587 (2021: SR 341,327,173).

The results of the associate are included in the
financial statements using the equity method as
significant influence is evident from the group’s |
ability to make financial and operating decisions. i

We consider this as a key audit matter because of the
importance of the balances related to it in the
accompanying financial statements.

{ Refer to note 3 — 9 and 14 for details about the

judgments applied and estimates made in revenue |
recognition and the detail about relevant disclosures. |

We performed the following procedures in relation to |
investments in an associate companies:

Evaluating the appropriateness of the group's
accounting policies to measure investments using !
the equity method to be in the line with the |
requirements of international Financial Reporting
Standards.

We have obtained financial statements of the
associate for the period ending 31 December 2022
and reviewed the significant items of those financial
statements and obtained sufficient evidence to
validate the numbers of the financial statements.
Assessment of significant influence impact on
associated company.

Review and verify the adjustments made during the
year on the investment in an associate company. We
also reviewed the adequacy Group's disclosures
included accompanying financial statements.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)
Sumou Real Estate Company
(A Saudi Joint Stock Company)

Other Information

Management are responsible for the other information. The other information comprises the information included in
the Group’s annual report, other than the consolidated financial statements and our auditor’s report thereon. The
annual report is expected to be made available to us afier the date of this auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above 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. We are required to communicate the matter to those charged with governance.

Responsibilities of the 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 IFRSs as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by SOCPA, Group’s By-laws and the applicable requirements of Companys’ regulations, and for such
intemal control as management determines is 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 (Board of Directors) are responsible for overseeing the Group’s fnancial reporting
process.

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 ISAs as 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 ISAs as 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Sumou Real Estate Company
(A Saundi Joint Stock Company)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

* 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 exist 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 disclosure 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.

¢ Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures and whether the consolidated financial statements represent the underlying transactions and events in

a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit. We also provide those charged with govemance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current year and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest

benefits of such communication.
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SUMOU REAL ESTATE COMPANY
(Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2022
(Saudi Riyals)
31 December 31 December

Note 2022 2021
Assets
Non-current assets
Property, and equipment - net 9 1,783,276 946,940
Investment properties 10 60,220,776 60,220,776
Projects under development 11-25 45,375,062 67,297,279
Right of use Assets, net 12-a 20,730,732 21,443,629
Intangible assets, net 13 786,688 1,033,379
Investments in companies designated by equity method 14 329,863,587 341,327,173
Total non-current assets 458,760,121 492,269,176
Current assets
Accrued revenue 8 66,402,008 -
Murabaha investment deposits 7 15,000,000 -
Due from related party 17-a 32,247,290 -
Rea] estate held for sale 6 12,390,644 12,390,644
Prepayments and other assets 5 49,653,327 42,355,057
Accounts receivables - 1,150,000
Cash and cash equivalents 4 83,797,263 71,854,674
Total current assets 259,490,532 127,750,375
Total Assets 718,250,653 620,019,551
Shareholders’ equity and liabilities
Shareholders’ equity
Share capital 21 375,000,000 375,000,000
Statutory reserve 3-23 44,238,472 35,474,924
Retained earnings 108,727,489 67,226,608
Revaluation reserve for investments through OCI 6,221,116  (23,130,863)
Total shareholders’ equity 534,187,077 454,570,669
Non-controlling interest (607,554) (334,698)
Net shareholders’ equity 533,579,523 454,235,971
Non-current liabilities
Lease obligations - non-current portion 12-b 19,749,167 20,177,856
land obligations against project under development-non-current portion  18-b 14,654,354 43,693,645
Advance payments from customers 19 - 43,626,072
Employees benefits obligations 20 3,550,667 3,500,903
Total non-current liabilities 37,954,188 110,998,476
Current liabilities
Zakat provision 16 4,958,878 2,445,894
Lease obligations - current portion 12-b 1,534,017 1,586,928
Accrued expenses and other labilities 15 16,894,667 10,134,285
Due to related parties 17-b 1,817,492 2,268,171
land obligations against project under development - current portion 18-b 58,617,418 29,578,127
Account payables 62,894,470 8,771,699
Total carrent liabilities _ 146,716,942 54,785,104
Total Liabilities 184,671,130 165,783,580
Total Shareholders’ equity and liabilities 718,250,653 620,019,551

C ol e
FinancelManager Chief Executive Officer

The attached notes (1) to (33) form an integral part of these co
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SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

(Saudi Rivals)

Note 2022 2021
Revenue 22 282,419,948 103,128,366
Cost of revenue 23 (206,466,877) (41,538,609)
Gross operating profit 75,953,071 61,589,757
General and administrative expenses 24 (10,603321)  (8,314,615)
Net profit from main operations 65,349,750 53,275,142
Finance cost (278952)  (1,561,427)
The company's share of the results of the business of the associates 14-c 26,605,077 31,700,693
Other income (expenses) 645,631 (98,821)
Net profit before zakat 92,321,506 83,315,587
Zakat o0 (4,958,878)  (2,445,894)
Net profit for the year 87,362,628 80,869,693
Net profit attributed to:
Shareholders 87,635,484 81,209,527
Non-controlling interest (272,856) (339,834)

87,362,628 80,869,693

Earnings per share:
Basic and diluted eamings per share from net profit for the year
attributed to shareholders 26 2.34 2.16

C

- -

Finance MAnager Chief Executive Officer

The attached notes (1) to (33) form an integral part of these conso
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SUMOU REAL ESTATE COMPANY

(Sandi Joint Stock Company)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

(Saudi Riyals)

2022 2021
Net profit for the year 87,362,628 80,869,693
Items that will not be subsequently reclassified into profit or loss:
Net change of fair value for investmeats through OCI 29,351,979 (8,869,776)
Actuarial gain (losses) from re-measurement of Employee benefit obligations 128,945 (135,497)
Other Comprehensive income for the year 29,480,924 (9,005,273)
Total comprehensive income for the year 116,843,552 71,864,420
Total comprehensive income for the year attributed to: 117,116,408 72,204,254
Shareholders (272,856) (339,834)
Non-controlling interest 116,843,552 71,864,420

.

Finance Minager ~ Chief Executive Officer

The attached notes (1) to (33) form an integral part of these cons
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SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

(Saudi Riyals)
2022 2021

OPERATING ACTIVITIES
Net profit for the year before zakat 92,321,506 83,315,587
Adjustments to reconcile net profit with net cash (used in) provided by
operating activities:
Depreciation and amortization 1,836,989 1,450,338
Amortization of intangible assets 246,691 200,075
Gain from sale of property and equipment (100,000) -
The company's share of the results of the business of the associates (26,605,077) (31,700,693)
Finance cost 763,812 783,045
Non-controlling interest - 5,136
Employees benefits obligations 647,136 501,209

69,111,057 54,554,697
Operating assets and liabilities:
Account receivables 1,150,000 10,158,855
Prepayments and other assets (7,298,270) (36,559,066)
Accrued expenses and other liabilities 5,895,935 358,891
Account payables 54,122,771 (10,767,762)
Accrued revenue (66,402,008) -
Net change in related parties balances (24,391,875) (12,311,034)
Advance payments from customers (43,626,072) 43,626,072
Employee benefit obligations Paid (468,427) (30,983)
Zakat provision paid (1,581,447) (1,853,524)
Net cash (used in) provided by operating activities _(13,488,336) 47,176,146
INVESTING ACTIVITIES
Purchase of property and equipment (1,347,450) (451,932)
Projects under development 21,922,217 (67,297,279)
Murabaha investment deposits (15,000,000) -
Land obligations against project under development - 73,271,772
Purchase of Intangible assets, - (1,233,454)
Dividends recetved 39,300,000 -
Recovery of permanent financing against investment in associate company 19,814,548 -
Proceeds from sale of property and equipment 100,000 -
Net change in real-estate project under development - 141,781,209
Net cash provided by investing activities 64,789,315 146,070,316
FINANCING ACTIVITIES
Lease obligations paid (1,858,390) (276,800)
Dividends distribution (37,500,000) (18,750,000)
Payment of loans - (110,000,000)
Net cash used in financing activities _(39,358,390) (129,026,800)
Net change in cash and cash equivalents 11,942,589 64,219,662
Cash and cash equivalents at beginning of the year 71,854,674 7,635,012
Cash and cash equivalents at end of the year 83,797,263 71,854,674




SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
For the year ended 31 December 2022

(Saudi Riyals)

Non Cash Transactions

Unrealized gain (loss) from re-evaluation of fair value for investments through OCI 29,351,979  (8,869,776)
Increase in capital - 125,000,000
Shares transferred from investments in real estate projects to investments in an

associate company - 68,055,778
Recovery of permanent financing against investment in associate company 19,814,548 35,697,240
Transferred from zakat provision to general provision 864,447 -
Due from related party 23,941,196 -

< o s

Finance Mahager Chief Executive Officer

The attached notes (1) to (33) form an integral part of these cons
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SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
For the year ended 31 December 2022

(Saudi Riyals)

1. ACTIVITIES
Sumou Real Estate Company is a Saudi Joint Stock company operating under commercial registration number
2051034841 dated 3 Jumada Al Thani 1428H (corresponding to June 18, 2007) issued at Al-Khobar.

The address of the company's head office is in Al-Khobar, Prince Turki Street, Al-Yarmouk District, PO Box
250, Al-Khobar 31952, Kingdom of Saudi Arabia.

The main activity of the company is represented in general construction of residential buildings, general
construction of non-residential buildings, including (schools, hospitals, hotels, etc.) construction of airports and
their facilities, construction of prefabricated buildings on sites, renovations of residential and non-residential
buildings, purchase and sale of land and real estate and its division, and off plan sale activities.

These consolidated financial statements include assets, liabilities and the main activities of the above-mentioned
commercial register and the following branches commercial registers:

Sub CR No. Location/registration
1010261561 Riyadh
4030189816 Jeddah
4031275053 Makkah Al Mukarama

The consolidated financial statements include the financial statements of the company and its subsidiaries as

follows:
Country of Actual Ownership
Company name Legal entity  Incorporation Percentage
2022 2021
Al Mahafel Trading and Contracting Co. Ltd. Limited Kingdom of

0, 0,
Liability Co  Saudi Arabia BOGE0G
The assets, liabilities and results of operations of the above-mentioned subsidiary are included in the
accompanying consolidated financial statements.

- Al Mahafel Trading and Contracting Co. Ltd. is a Saudi limited liability company registered under
Commercial Registration No. 4030127728 in Jeddah, dated 4/15/1420H. The main activity of the company is
represented in the general construction of government buildings, sales agents in food and beverages,
construction of prefabricated buildings on sites, and general construction for residential & non-residential
buildings.

2. BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
2-1 Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as endorsed in Saudi Arabia and other standards and pronouncements endorsed by the Saudi
Organization for Chartered and Professional Accountants (SOCPA).

2-2 Preparation the consolidated financial statements

The accompanying consolidated financial statements have been prepared on the basis of historical cost and
accrual basis except investments in equity instruments by fair value and recognition of employee benefit
obligations that are recognized at the present value of future liabilitics using the expected credit unit method.
The consolidated financial statements are presented in Saudi Riyals, which is the Company’s functional and
presentation currency.

2-3 Basis of consolidation of financial statements
The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries
detailed in note 1. Control is achieved when the company:

e has power over the investee;
¢ is exposed, or has rights, to variable returns from its involvement with the inveslee; and
® has the ability to use its power to affect its returns.

The company reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed above.

11



SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
For the year ended 31 December 2022

(Saudi Riyals)

2. BASIS OF PREPARATION CONDENSED FINANCIAL STATEMENTS (Continued)

2-3 Basis of consolidation of financial statements (continued)

When the company has less than a majority of the voting rights of an investee, it has power over the investee

when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee

unilaterally. The Group considers all relevant facts and circumstances in assessing whether or not the company’s

voting rights in an investee are sufficient to give it power, including:

e the size of the company’s holding of voting rights relative to the size and dispersion of holdings of the other
vote  holders;

® potential voting rights held by the company, other vote holders or other parties;
rights arising from other contractual arrangements; and

e any additional facts and circumstances that indicate that the company has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting patterns
at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the company obtains control over the subsidiary and ceases when the
company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed
of during the year are included in the consolidated statement of profit or loss and other comprehensive income
from the date the company gains control until the date when the company ceases to control the subsidiary.

Consolidated and each component of other comprehensive income are attributed to the owners of the company.
Total comprehensive income of subsidiaries is attributed to the shareholders of the company. When necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with
the company’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the company are eliminated in full on consolidation.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of the significant accounting policies adopted by the company

3-1 Use of estimates

The preparation of consolidated financial statements in accordance with International Financial Reporting
Standards requires the use of estimates and assumptions that may affect the value of restricted assets and
liabilities, and disclosure of potential assets and liabilities in the date of the financial statements, and the value
of revenue and expenses were disclosure to the period of the financial statement’s preparation. Although these
estimates and judgments are based on management’s best knowledge and events available to the management
in the date of the financial statements, it is possible that actual final results differ from these estimates.

These estimates and assumptions are reviewed on a continual basis and effects resulting from these accounting
changes will be disclosed in the year and future period which are affected by it.

Below are the estimates and assumptions that are subject to a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within subsequent financial years:

A) Impairment of Non-financial assets

The Company assesses at each reporting date whether there is an indication that the asset has been impaired. If
any indication exists, the Company estimates the recoverable amount of the asset. The recoverable amount of
the asset is the higher of the fair value of the asset less costs to sell and its value in use. In assessing the value
in use, the estimated future cash flows of the asset are discounted to their present value using a discount rate
that reflects current market assessments of the time value of funds and the risks specific to the asset.

When determining fair value less costs to sell, the latest market transactions are taken into consideration. If the
recoverable amount of the asset is estimated at less than it carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is recognized immediately in the statement of profit or
loss. If a subsequent impairment loss is reversed, the carrying amount of the asset is increased to the revised
value of its recoverable amount, but only to the extent that the carrying amount does not exceed the carrying
amount that would have been determined in the event that there is no impairment loss on the asset previous
years. An impairment loss is recognized directly in the statement of profit or loss.
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SUMOU REAL ESTATE COMPANY
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
For the year ended 31 December 2022

(Saudi Riyals)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-1 Use of estimates
B) Provisions
Provisions are recognized when the Company has contingent liabilities (legal or constructive) arising from past
events and the payment of the liability is probable and can be reliably measured. The amount recognized as an
allowance is the best estimate of the consideration required to settle the present obligation at the reporting date,
taking into account the risks and uncertainties surrounding the obligation, When an allowance is measured using
estimated cash flows to settle the present liability, its carrying amount is the present value of those cash flows.
If some or all of the economic benefits required to settle a provision from a third party are expected to be
recovered, the amount due is recognized as an asset if the amount is certain to be recovered and the amount of
the receivable can be reliably measured.

C) Useful lives for real estate investments & property, plant and equipment

The Company's management determines the estimated useful lives of property, property, plant and equipment
for the purpose of calculating depreciation. This estimate is made after taking into account the expected use of
the asset or the actual obsolescence. The management periodically reviews the estimated useful lives at least
annually and the depreciation method to ensure that the method and periods of depreciation are consistent with
the expected pattern of economic benefits of the assets.

D) Assumptions of liabilities of employee’s benefits

After-service benefits represent liabilities that will be settled in the future and require the use of assumptions
against expected liabilities. IAS 19 "Employee Benefits" requires management to use more assumptions
regarding variables such as discount rates, rate of compensation increases, return on original, mortality rates,
turnover, and future health care costs. The Company's management leads an actuarial valuation of the liability
account. Changes in key assumptions can have a significant impact on expected benefit liabilities and / or
periodic employee benefit costs incurred.

E) Zakat

The company is subject to zakat according to the regulations of the Zakat, Tax and Customs Authority in the
Kingdom of Saudi Arabia, and the accrued zakat is recorded and charged to the profit or loss statement.
Additional zakat liabilities, if any, related to reassessments of previous years by the Zakat, Tax and Customs
Authority are recognized in the year in which the final assessments are issued.

3-2 Investment properties

A) Recognition

Land and buildings owned by the company for purposes of generating rental income or for capital appreciation,
or for both purposes, are classified as investment properties. Properties that are created or developed for future
use as investment properties are also classified as investment properties.

B) Measurement

Investment properties are measured at cost, less accumulated depreciation, if any. As no land is accounted for
depreciation. Building consumption is calculated according to the straight-line method on the basis of its useful
life.

Investment properties are stated at cost in accordance with IAS 40, the standard give choices for recording its
investment properties are at cost or at fair value provided that there is no impediment to the ability to reliably
determine the value of the investment. The management has chosen the cost model to record its investments.

3-3 Project Under development

Projects under development are properties that are being developed for sale. The development cost mainly
includes the cost of land, infrastructure costs, construction cost and all other costs necessary to obtain the
properties ready for sale. The cost of land and infrastructure is transferred when there is a change in the use of
investment properties as evidenced by commencement of development with a view to sale, and accordingly,
such investment properties are reclassified as property under development at their carrying value at the date of
reclassification. They are subsequently stated at cost or net realizable value, whichever is lower. Net realizable
value is the estimated selling price in the ordinary course of business less the estimated costs of completing
development and resale expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-4 Impairment
A) Financial Assets
At the date of each statement of financial position, the values of the financial assets are reviewed, to determine
whether there is any indication of impairment in their value. As for financial assets such as accounts receivable
and assets assessed individually as not impaired, they are assessed for impairment on a collective basis.
Objective evidence of a decline in the value of a portfolio of receivables may include the company's past
experience with collecting payments, an increase in the number of late payments that exceed the average credit
period, and may include observable changes in local and global economic conditions that correlate with default
on receivables. The carrying amount of the financial asset is reduced by the amount of the impairment loss
directly, for all financial assets with the exception of trade receivables, where the carrying amount is reduced
through the formation of a provision account. When a receivable is considered uncollectible, the amount of the
receivable and the corresponding amount in the allowance account are written off.
Changes in the carrying amount of the allowance account are recognized in the statement of profit or loss.

B) Non-financial Assets

At the date of each statement of financial position, the company reviews the carrying values of its assets to
determine whether there is any indication that these assets have suffered impairment losses. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the impairment loss (if
any). When it is not possible to estimate the recoverable amount of an individual asset, the company estimates
the recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent
basis of allocation can be identified, collective assets are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified. Recoverable amount is the higher of fair value less costs to sell and value in
use. If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognized immediately in the Statement of Profit or Loss, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

3-5 Intangible assets

Intangibles assets comprise software licenses for computers, which have finite lives and are amortised over the
period of its useful life on a straight line basis and are tested for impairment whenever there is an indication
that the intangible may be impaired. The amortization period and the amortization method for an intangible
asset with a finite useful life is reviewed at the end of each reporting period. Any changes in the estimated
useful life or the expected pattern of consumption of economic benefits are treated as change in accounting
estimates. The useful life for an intangible asset is reviewed at least at the end of each reporting period. The
amortisation expense on intangible assets is recognised in the consolidated statement of profit or loss and other
comprehensive income. Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in the
consolidated statement of profit or loss and other comprehensive income when the asset is derecognised. The
estimated useful lives for the current and comparative periods are 5 years.

3-6 De-recognition

A financial asset is primarily derecognized when the contractual rights to receive cash flows from the asset have
expired, or the Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a -pass through'
arrangement; and either the Company has transferred substantially all the risks and rewards of the asset. Or the
Company has neither transferred nor retained substantially all the risks and rewards of the asset. But has
transferred control of the asset.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3-7 Property, plant and equipment

Property, plant and equipment are stated at cost net of accumulated depreciation. The cost is including the
expenses related to purchase the asset. When parts of an item of property, plant and equipment have different
useful lives, they are accounted for as separate items (major components). Expenditure on maintenance and
repairs is expensed, while expenditure for betterment is capitalized. Depreciation is computed using the straight-
line method over the estimated useful lives of the assets. Sold or disposed asset is deleted from the books at
date of sale or disposal along with its accumulated depreciation.

The percentage rates of depreciation are as follow:

Description Percentage
Improvements on leaseholds 5%-10%
Fumniture and fixtures 20%
Office equipment’s 20%
Motor vehicles 20%

The useful life and depreciation method are reviewed periodically to ensure that the depreciation method and
period are commensurate with the expected economic benefits from property, plant and equipment.

3-8 Right of use assets and lease obligations

The Company has recognized new assets and liabilities for its operating leases of operating leases of land. Each
lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability
for each period.

The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-
line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis.

1- Right-of-use assets are measured at cost comprising the following:

- the amount of the initial measurement of lease liability

- any lease payments made at or before the commencement date less any lease incentives received
- any initial direct costs, and

- restoration costs.

2- Lease liabilities include the net present value of the following lease payments:

- fixed payments (including in-substance fixed payments), less any lease incentives receivable

- variable lease payments that are based on an index or a rate

- amounts expected to be payable by the lessee under residual value guarantees

- the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

- Payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the incremental borrowing rate, being the rate that the lessee would
have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment
with similar terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognized on a straight-line basis
as an expense in Condensed Statement of Profit or Loss. Short-term leases are leases with a lease term of 12
months or less.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions.
In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options are only
included in the lease term if the lease is reasonably certain to be extended. In determining the lease term, the
management generally considers certain factors including historical lease durations and the costs and business
disruption required to replace the leased asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-9 Investments in companies designated by equity method
Associated companies are those companies over which the company exercises significant influence. The major
effect is the ability of the company to participate in the financial and operating decisions of the investee
company but it is not a joint control or control of these policies.
The results, assets and liabilities of the associate are included in these financial statements using the equity
method, whereby the investment in the associate is recorded at cost in the statement of financial position and
the cost is adjusted thereafter so that the company’s share of the profit or loss and other comprehensive income
of the associate is recorded. When the company’s share in the losses of the associate exceeds its ownership
(which includes any long-term ownership that is part of the company's net investment in the associate) the
company stops admitting its share of the additional losses and records the additional losses only to the extent
that the company incurs legal or contractual obligations or made payments on behalf of the associate. If the
associate company subsequently records profits, the company will resume recording its share of these profits
only when its share of the profits equals with its share of unrecorded losses.

The company’s investment in the associate is accounted for using the equity method from the date the
investee becomes an associate. Upon acquisition of the investment in the associate, any increase in the
investment cost over the company’s share in the net fair value of the assets and liabilities identified for the
investee company is recorded as goodwill and is included in the book value of the investment. Any increase in
the company's share of the net fair value of the identifiable assets and liabilities of the associate over the cost
of the investment immediately after the revaluation is recorded in the statement of profit or loss in the year in
which the investment is acquired.

3-10 Financial instruments

Financial assets and financial liabilities are recognized when a Company becomes a party to the contractual
provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognized immediately in profit or loss.

First: Financial assets

Financial assets are classified into the following categories according to the company's business model:
financial assets at fair value through profit or loss, and financial assets at fair value through comprehensive
income, and ‘loans and receivables’. The classification depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All regular way purchases or sales of financial assets are
recognized and derecognized on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame established by regulation or convention in
the marketplace.

A) Financial assets at fair value through statement of profit & loss

Financial assets designated at fair value through statement of profit or loss are designated when they are

either held for trading or have been chosen to be classified as such in accordance with the company's business

model.

A financial asset is classified as held for trading if;

- It has been acquired principally for selling it in the near term.

- On initial recognition it is part of a portfolio of identified financial instruments that the Company
manages together and has a recent actual pattern of short-term profit-taking.

- Itis a derivative that is not designated and effective as a hedging instrument.

Financial asset other than a financial asset held for trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be designated as at FVTPL upon initial recognition if:

e such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-10 Financial instruments (continued)
First: Financial assets (continued)
A) Financial assets at fair value through statement of profit & loss (continued)

e the financial asset forms part of a group of financial assets or financial liabilities or both, which is
managed, and its performance is evaluated on a fair value basis, in accordance with the Company’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis.

e it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entire
combined contract to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on re-measurement
recognized in the statement of profit or loss.
Dividends or interest earned on the financial asset are included in the in the statement of profit or loss.

B) Financial assets at fair value through other comprehensive income

The Listed shares which owned by the company and traded in an active market are classified as available-
for-sale financial assets and are stated at fair value. The Company also has investments in unlisted shares
that are not traded in active markets but are also classified as available-for-sale financial assets and are
carried at fair value, in the belief that the fair value can be reliably measured. Gains and losses arising from
changes in fair value are included in other comprehensive income and are added to the revaluation reserve
under equity except for impairment losses that are recognized in profit or loss. If the investment is disposed
of or is impaired, the cumulative gain or loss previously recognized in the revaluation reserve is included in
other comprehensive income.

Any income from dividends related to the investments available of sale are recorded when the company have
the rights to receive those dividends.

C) Receivables
Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Receivables including trade and other receivables, bank balances and cash are measured
at amortized cost using the effective interest method, less any impairment loss which is recognized in profit
or loss. :
Interest income is recognized by applying the effective interest rate, except for short-term receivables when
the effect of discounting is immaterial.

Classification of financial assets

IFRS 9 includes three main classification categories for financial assets: financial assets that are measured
at amortized cost, assets that are measured at fair value through other comprehensive income, and assets that
are measured at fair value through the statement of profit or loss. This standard excludes the current IAS 39
categories of investments held to maturity, loans and receivables and investments available for sale.

Under IFRS 9, financial derivatives that are embedded in contracts in which the primary instrument is
financial assets within the scope of the standard are not divided, but rather the mixed financial instrument as
a whole is evaluated for the purpose of classification.

Impairment

IFRS (9) replaces the loss incurred model in IAS 39 with the expected future credit loss model. This requires
a significant estimate of how economic factor changes affect the expected credit loss models that will be
determined on the basis of the probability.

The new impairment model will be applied to financial assets measured at amortized cost or fair value
through other comprehensive income, except for investments in equity instruments as well as on contract
assets.

Under IFRS 9, provisions for loss will be measured according to one of the following bases:

1- The expected credit loss over 12 months. This expected credit loss is due to default and probable default
events within 12 months after the reporting date.

2- The expected credit loss over the life of the financial instrument. The expected credit loss that results from
all default events occurring over the expected life of the financial instrument.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3-10 Financial instruments (continued)

Impairment
With respect to the expected credit loss over the life span, the measurement is applied if the credit risk of
the financial assets has increased significantly at the date of the report since its initial recognition, and the
measurement of the expected credit loss over a 12-month period is applied. If these credit risks do not
increase significantly, the enterprise may determine not to increase the risk Credit is significant if the
instrument is exposed to low credit risk at the reporting date. However, the measurement of expected credit
losses over the life course is always applied to trade receivables and contract assets without any significant
financing components. The facility may also choose to apply this policy to trade receivables and contract
assets with significant financing components.

Second: Financial liabilities

Financial liabilities (including borrowings and trade and other payables) are initially and subsequently
Measured at amortized cost using the effective interest method.

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable is recognized in profit or loss.

- Effective interest method
The effective interest method is a method of calculating the amortized cost of a debt instrument and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument,
or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Classification of financial liabilities

IFRS 9 closely preserves the current requirements in IAS 39 in order to classify financial liabilities. However,
according to International Accounting Standard No. (39), all changes in the fair value of liabilities classified at
fair value through the statement of profit or loss are recognized in the statement of profit or loss, while according
to the International Financial Reporting Standard No. (9) The change in the fair value is presented. Related to
changes in the credit risk of the liabilities in the statement of other comprehensive income while the remaining
amount of the change in the fair value is shown in the statement of profit or loss.

3-11 Cash at banks balances

Cash at banks balances include bank balances, bank Murabaha and other highly liquid investments that are
convertible into known amounts of cash and which mature within three months or less from the date of their
purchase.

3-12 Accounts Receivable

Accounts receivable balance appear in the original invoices amount after deduction of doubtful provision
against any amount inapplicable to being collected. An estimate for the doubtful receivable is made when the
company cannot collect the balances and doubtful receivables are written-off when incurred. The provisions
appear in the statement of income. Any subsequent recovery in the accounts receivable previously written-off
is added to the revenue.

3-13 Accounts payable and accruals

Liabilities are recognized for amounts to be paid in the future for services received, whether billed by the
supplier or not. Trade payables are classified as current liabilities if the payment is due within one year or less,
and if they are not, they are presented as non-current liabilities. Trade payables are initially recognized at fair
value and subsequently measured at amortized cost, using the effective interest rate method.

3-14 Zakat provision

Zakat is a company obligation and the estimated Zakat is provided within the accompanying financial
statements and is charged to the statement of income, in accordance with Zakat standards issued by the Saudi
Organization for Certified Public Accountants. As it is computed approximately in accordance with the accrual
concept.

Zakat is calculated at the end of the year on the basis of the adjusted net profit or zakat base, whichever is
greater, according to the regulations of the Zakat, Tax and Customs Authority in the Kingdom of Saudi Arabia.
Any difference in the estimate is recorded when the final assessment is provided.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3-15 Related party transactions
Related party

The related party is the person or entity associated with the company whose financial statements are prepared.
A) If the person or a member of his family is closely related to the company whose financial statements are
prepared:

- He has control or joint control of the company whose financial statements are prepared,;

- It has a material impact on the company whose financial statements are prepared. or

- He is a member of the senior management of the company that prepares its financial statements or the parent
company of the company that prepares its financial statements.

B) If the firm is linked to the company whose financial statements are prepared in the event that any of the
following conditions is true:

- The enterprise and the company whose financial statements are prepared are members of the same group
(which means that both the parent company and its subsidiaries and associates are related to the other).

- One of the two companies is an associate or a joint venture of the other company (or an associate or joint
venture of a member of a group of which the other company is a member).

- Both companies are joint ventures of the same third party.

- One of the two companies is a joint venture of a third company and the other company is an associate of the
third company.

- A company is a post-employment benefit plan for employees of any of the companies whose financial reports
are prepared or a company related to the company that prepares its financial statements. If the company that
prepares its financial statements is the same one that prepares these plans, then the sponsors of the sponsoring
work are also related to the company that prepares its financial statements.

- The company is controlled or controlled jointly by a person specified in paragraph (a).

- The person specified in Paragraph (a) (i) has a material impact on the company or is a member of the senior
management of the company (or parent company).

- The company or any member of a group of it provides part of the services of the employees of the higher
management of the company that prepares its financial statements or to the parent company of the company
that prepares its financial statements.

3-16 Employee benefits obligations

- End-of-service indemnities

The end of service benefits provision, which is a defined benefit plan, is determined using the projected unit
credit method, with actuarial valuations being carried out at the end of annual reporting period.
Re-measurements, comprising actuarial gains and losses, are reflected immediately in the statement of financial
position with a charge or credit recognized in other comprehensive income in the period in which they occur.
Re-measurements recognized in other comprehensive income are reflected immediately in retained earnings
and will not be reclassified to profit or loss.

- Retirement benefits

The Company pays retirement contributions for its Saudi Arabian employees to the General Organization for
Social Insurance. This represents a defined coutribution plan. The payments made are expensed as incurred.

- Short-term employee benefits

A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual leave and
sick leave in the period the related service is rendered at the undiscounted amount of the benefits expected to
be paid in exchange for that service.

Liabilities recognized in respect of shorl-term employee benefits are measured at the undiscounted amount of
the benefits expected to be paid in exchange for the related service.

3-17 Revenue recognition
The Group recognizes revenue from contracts with customers based on a five step model as set out in IFRS 15:

Step 1. Identify the contract with a customer: A contract is defined as an agreement between two or more parties
that creates enforceable rights and obligations and sets out the criteria that must be met.

Step 2. Identify the performance obligations in the contract: A performance obligation is a promise in a contract
with a customer to transfer a good or service to the customer.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-17 Revenue recognition
Step 3. Determine the transaction price: The transaction price is the amount of consideration to which the Group
expects to be entitled in exchange for transferring promised goods or services to a customer, excluding amounts
collected on behalf of third parties.

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has
more than one performance obligation, the Group will allocate the transaction price to each performance
obligation in an amount that depicts the amount of consideration to which the Group expects to be entitled in
exchange for satisfying each performance obligation.

Step 5. Recognize revenue when (or as) the entity satisfies a performance obligation

The Group satisfies a performance obligation and recognizes revenue over time, if one of the following criteria
is met:

1. The customer simultaneously receives and consumes the benefits provided by the Group’s performance as
the Group performs; or

2. The Group’s performance creates or enhances an asset that the customer controls as the asset is created or
enhanced; or

3. The Group’s performance does not create an asset with an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to date.

For performance obligations, where one of the above conditions are not met, revenue is recognized at the point
in time at which the performance obligation is satisfied.

When the Group satisfies a performance obligation by delivering the promised goods or services, it creates a
contract asset based on the amount of consideration earned by the performance. Where the amount billed to the
customer exceeds the amount of revenue recognized, this gives rise to a contract liability.

Over time contracts

However, the Group has determined that, for its typical contracts of multi-unit property, its performance does
not create an asset with alternative use to the Group and it has concluded that, at all times, it has an enforceable
right to payment for performance completed to date. Therefore, control transfers over time for these contracts.
For contracts that meet the overtime revenue recognition criteria, the Group’s performance is measured using
an input method, by reference to the costs incurred to the satisfaction of a performance obligation (e.g.,
resources consumed, labour hours expended, costs incurred, time elapsed or machine hours used) relative to the
total expected inputs to the completion of the property.

Point in time contracts

Where the criteria for overtime revenue recognition is not met, revenue is recognized at a point in time, only
when the contro] criteria as per IFRS 15 paragraph 38 is met. Control is normally obtained by the customers
when they are able to obtain economic benefits from the properties, this is typically on handover of the
properties. In order for the properties to be ready for handover, all the individual promises in the contract must
be complete, this will include properties which require the units to be available for operational readiness.

A- Real estate project revenue
The company recognizes the revenue over the time, the company assesses each of its contracts with
customers to determine whether performance obligations
are satisfied over time or at a point in time in order to determine the appropriate method of recognizing
revenue.
The company has assessed that based on the sale agreements entered into with customers and the
provisions of relevant laws, regulations and the real estate development sub-agreement with the National
Housing Company and with enforceable rights to obtain compensation for the work done so far in the
event of any dispute and termination of the contract.
The company does not create an asset that has an alternative use for the group, according to the
management’s opinion, as it is contractually restricted, and there are practical limitations on the ability to
direct the asset to another use. Building.
Accordingly, the Group recognizes revenue over time. The group considers that the use of the input
method, which requires proof.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3-17 Revenue recognition

A- Real estate project revenue
Revenue from the sale of residential villas is recognized over time. In order to determine the appropriate
method for recognizing revenue, a company evaluates its contracts with customers to determine whether
performance obligations have been satisfied over time or at a point in time.
The company has assessed this based on sales contracts with clients, relevant laws and regulations and the
subsidiary real estate development agreement with the National Housing Company, and the existence of
enforceable rights to compensation for the work done so far in the event of any dispute and termination of
the contract.
According to the management's opinion, the company does not create an asset that has an alternative use
for the company. The company is contractually restricted, and there are limitations of the company on the
company’s ability to direct the asset to another use. Accordingly, the Group recognizes revenue over time.
The Group believes that the use of the input method, which requires revenue recognition based on the
Group's efforts to satisfy performance obligations, provides the best reference for revenue actually earned.
When applying the input method, the Group estimates the cost of completing the projects to determine the
amount of revenue to be recognized. The Group exercises judgments in respect of recognizing the
revenue generated from the sales of residential villas under the contract signed with the customers
through enforceable rights and compensation for the work performed to date.
Fulfillment of performance obligations
The company must evaluate all its contracts with customers to determine whether the company has
fulfilled its performance obligations over time or at a point in time, in order to determine the appropriate
method for recognizing revenue. According to the Group's evaluation, and based on the sales agreements
signed with customers and the provisions of the relevant laws and regulations that apply to contracts
signed for the purpose of providing real estate assets to customers, the company has no asset to use as a
substitute and usually has an enforceable right to pay for performance completed to date. Accordingly, the
Company recognizes revenue over time. If this is not the case, the revenue is recognized at some point in
the future.

B- Revenue from the sale of real estate investments
Revenues from the sale of investment lands prepared for sale (developed or undeveloped) are recognized
upon the execution and completion of the sale process and the transfer of significant ownership risks and
privileges to the buyer.

3-18 Expenses

Cost of revenue for residential villas project includes the cost of land, development and other service related
costs. The cost of revenue is based on the proportion of the cost incurred to date related to sold units to the
estimated total costs for each unit selling and marketing expenses are those arising from the Group’s efforts
underlying the marketing and selling functions. All other expenses, excluding direct costs of revenue and
financial charges, are classified as general and administrative expenses. Allocations of common expenses
between cost of revenue and selling, marketing, general and administrative expenses, when required, are made
on a consistent basis.

3-19 Provisions
Provisions are made when the Company has any present obligation (legal or constructive) as a result of past
events for which the cost payment is probable.

Provisions are measured to the best of the expected fair value of the liability as at the balance sheet date, taking
into account risks and uncertainties surrounding the obligation. When an allowance is measured using estimated
cash flows to settle the present obligation, the receivable is recognized as an asset if the receipt and replacement
of the amount is confirmed and the amount can be measured reliably.

3-20 Segmental Reporting

An operating segment is a sum of assets and processes that jointly engage in the rendering of products or
services subject to risks and rewards that are different from those of other operating segments and which are
measured according to reports used by the chief executive officer and the chief decision maker.

The geographical segment is associated with the provision of products in a specific economic environment that
are subject to risks and rewards that differ from those of business segments in economic environments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-21 Offsetting
Financial assets and liabilities are offset and the net amount is shown in the statement of financial position only
when there are legally binding rights, as well as when they are settled on the basis of set-off or the realization
of assets and settlement of liabilities is at the same time.

3-22 Earnings per share
Basic and diluted earnings per share was calculated based on the weighted average number of normal shares as
at the end of the year.

3-23 Statuary Reserve

As per the requirements of the Companies’ regulations and Company’s bylaw, the company should transfer 10%
of net annual income to the statutory reserve until this reserve reaches 30% of the capital. This reserve is not
available for distribution.

3-24 Foreign currency transactions

Foreign currency transactions are translated into Saudi Riyals at the rates of exchange prevailing at the time of
the transaction. Monetary assets and liabilities denominated in foreign currencies at the statement of financial
position date are translated at the exchange rates prevailing at that date. Gains and losses from settlement and
translation of foreign currency transactions are included in the statement of profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-25 New and amendments to standards and interpretations
In the current year, the Company has applied a number of amendments to IFRS Accounting Standards issued by
the International Accounting Standards Board (IASB) that are mandatorily effective for an accounting period
that begins on or after 1 January 2022. Their adoption has not had any material impact on the disclosures or on
the amounts reported in these financial statements.

Standard Description

Amendments to TFRS 3

Reference to the The Company has adopted the amendments to IFRS 3 Business
Conceptual Framework Combinations for the first time in the current year. The amendments update

IFRS 3 so that it refers to the 2018 Conceptual Framework instead of the
1989 Framework. They also add to IFRS 3 a requirement that, for
obligations within the scope of IAS 37 Provisions, Contingent Liabilities
and Contingent Assets, an acquirer applies IAS 37 to determine whether at
the acquisition date a present obligation exists as a result of past events. For
a levy that would be within the scope of IFRIC 21 Levies, the acquirer
applies IFRIC 21 to determine whether the obligating event that gives rise
to a liability to pay the levy has occurred by the acquisition date.

Amendments to IAS 16 The Company has adopted the amendments to IAS 16 Property, Plant and

Property ,Plant and Equipment for the first time in the current year. The amendments prohibit
Equipment— Proceeds deducting from the cost of an item of property, plant and equipment any
before Intended Use proceeds from selling items produced before that asset is available for use,

i.e. proceeds while bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management.
Consequently, an entity recognises such sales proceeds and related costs in
profit or loss. The entity measures the cost of those items in accordance with
IAS 2 Inventories.

The amendments also clarify the meaning of 'testing whether an asset is
functioning properly'. IAS 16 now specifies this as assessing whether the
technical and physical performance of the asset is such that it is capable of
being used in the production or supply of goods or services, for rental to
others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the
financial statements shall disclose the amounts of proceeds and cost
included in profit or loss that relate to items produced that are not an output
of the entity’s ordinary activities, and which line item(s) in the statement of
comprehensive income include(s) such proceeds and cost

Amendments to IAS 37 The Company has adopted the amendments to IAS 37 for the first time in

Onerous Contracts— the current year. The amendments specify that the cost of fulfilling a
Cost of Fulfilling a contract comprises the costs that relate directly to the contract. Costs that
Contract relate directly to a contract consist of both the incremental costs of fulfilling

that contract (examples would be direct labour or materials) and an
allocation of other costs that relate directly to fulfilling contracts (an
example would be the allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract).
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3-25 New and amendments to standards and interpretations

Standard Description

Annual Improvements to
IFRS Accounting Standards
2018-2020 Cycle

The Company has adopted the amendments included in the Annual
Improvements to IFRS Accounting Standards 2018-2020 Cycle for
the first time in the current year. The Annual Improvements include
amendments to four standards.

- IFRS 1 First-time Adoption of International Financial Reporting
Standards

- IFRS 9 Financial Instruments
- IFRS 16 Leases

- IAS 41 Agnculture

Standards issued but not yet effective

Standard

Description

IFRS 17 (including the June
2020 and December 2021
amendments to IFRS 17)
Amendments to IFRS 10
and IAS 28

Amendments to IAS 1

Amendments to IAS 1 and
IFRS Practice Statement 2
Amendments to IAS 8

Amendments to JAS 12

Insurance Contracts

Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture

Classification of Liabilities as Current or Non-current

Disclosure of Accounting Policies

Definition of Accounting Estimates

Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

The Company does not expect that the adoption of these new and revised standards and interpretations will
have a material impact on its financial statements.

CASH AND CASH EQUIVALENTS

This item consists of the following:

31 December

31 December

2022 2021
Cash on hand - 40,359
Cash at banks — non restricted 44,902,086 18,269,794
Restricted cash at banks * 38,895,177 53,544,521
Cash and Cash Equivalents 83,797,263 71,854,674

* These balances are represented in the bank accounts registered for off-plan sales projects (Wafi). The use of
this cash is limited to disbursement to those projects only and the cash collections related to them, and therefore
they were considered cash and cash equivalents.
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5. PREPAYMENTS AND OTHER ASSETS

Advance rental payments

Advance payment to suppliers
Margin held against bank guarantees
Staff advances

Advance payments to ZATCA

VAT (debit)

Other receivable

6. REAL ESTATE HELD FOR SALE

31 December 31 December
2022 2021
19,300,000 -
13,881,608 11,807,725
7,730,000 21,900,000
2,521,476 2,430,183
2,112,267 2,112,267
1,125,898 3,371,006
2,982,078 733,876
49,653,327 42,355,057

A. This item represents lands held for sale as per company’s board of directors” decision dated 31/12/2019.
The lands are stated at cost and are not depreciated. The company obtains an evaluation by an independent
and accredited valuer of the properties held for sale. The company’s lands were valued as on December 31,
2022 at an amount of SR 13,000,000 (December 31, 2021 an amount of SR 12,833,167) using a fair value
measurement by the Thaman Real Estate appraisal under commercial registration No. 2251067587and
evaluation license No. 1210000064. The company also obtained an evaluation from another office at an
amount of SR 12,877,419 (December 31, 2021 an amount of SR 12,833,167) using a fair value
measurement by the Taa’med Real Estate appraisal under commercial registration No. 2252067740 and

evaluation license No. 1210000395.

B. The movement of this item during the year is summarized as

follows:
Balance at the beginning of the year
Balance at the ending of the year

7. MURABAHA INVESTMENT DEPOSITS

31 December 31 December
2022 2021
12,390,644 12,390,644
12,390,644 12,390,644

Murabaha investment deposits are represented in cash deposits with a local bank, the maturity date during the
year 2023 AD. These deposits result in Murabaha revenues based on the commission rates agreed upon with

the bank, at a Murabaha rate of 4.0054%.

8. ACCRUED REVENUE

The item represents the accrued revenues in the value of the works executed in excess of the collections
(revenues accrued - Dar Sumou project) received from customers in return for the goods or services spent on
the project. In the event that the company transfers the goods or services to the customer before the customer
pays the consideration or before it becomes due, the value of the executed works is recorded in excess of the

collections in exchange for the consideration earned.
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SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
For the year ended 31 December 2022

(Saudi Riyals)

10. INVESTMENT PROPERTIES
31 December 31 December
2022 2021
Lands 60,220,776 60,220,776

60,220,776 60,220,776

- Investment properties are evaluated annually by an accredited independent evaluation for investment
properties. The company’s lands were valued as on December 31, 2022 at an amount of SR 61,700,000
(December 31, 2021 an amount of SR 61,034,040) using a fair value measurement by the Thaman Real
Estate appraisal under Commercial Registration No. 2251067587 and evaluation license No. 1210000064,
The company also obtained an evaluation from another office at an amount of 62,629,606 using a fair value
measurement by Taa’med Real Estate appraisal under commercial registration No. 2252067740 and
evaluation license No. 1210000395.

- During 2022, a number of lands were mortgaged by a local bank, as part of the facilities agreement obtained
by the company, with a total amount of SR 114 million (December 31, 2021 an amount of SR 114 million).

11. PROJECTS UNDER DEVELOPMENT

B) Below are the project details: 31 December 31 December

2022 2021
Dar Sumou project (Note 11-a & 25) 36,579,119 67,297,279
Public Benefit Market Project (Note 11-b) 8,795,943 -
Total 45,375,062 67,297,279

A) Project under development item represents the costs incurred in the Dar Sumou project to build and sell 412
villas in the city of Jeddah on the lands of the Ministry of Housing allocated to Sumou Real Estate Company.

Below are the project details: 31 December 31 December

2022 2021
Balance at the beginning of the year 67,297,279 -
The land of the Dar Sumou project - 73,271,772
Development, implementation and construction costs incurred 119,561,166 23,165,280
Total 186,858,445 96,437,052
Work performed during the year (note 23) (150,279,326) (29,139,773)
Balance as of December 31, 2022 36,579,119 67,297,279

b) Project under development item represents the costs incurred in the Public Benefit Market Project Which
belongs to the subsidiary company (Al-Mahafel Trading and Contracting Company Limited).
Below are the project details:
31 December 31 December

2022 2021
Balance at the beginning of the year - -
Development, implementation and construction costs incurred 8,795,943 2
Balance as of December 31, 2022 8,795,943 __
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12. RIGHT OF USE ASSETS AND LEASE OBLIGATIONS - NET
The subsidiary company (Al-Mahafeel Trading and Contracting Company Ltd.) leased a land from the Ministry
of Municipal and Rural Affairs (the Holy Capital Municipality - Asfan Municipality) at an annual rent of SR
1,321,750 and for a period of 25 years, with a total value of SR 33,043,750. The cusrent value of the rental
payments was recorded on 3.5% interest rate basis and no other contractual terms.
a) The following table shows the right-of-use balance of assets in addition to the depreciation charged as follows:

Land Building Total
Cost
The balance as at January 01, 2022 21,784,442 795,847 22,580,289
Additions during the year - 612,978 612,978
The balance as at December 31, 2022 21,784,442 1,408,825 23,193,267
Accumulated depreciation
The balance as at January 01, 2022 (871,378) (265,282) (1,136,660)
Charge for the year (871,378) (454,497) (1,325,875)
The balance as at December 31, 2022 (1,742,756) (719,779)  (2,462,535)
Net book value
As at 31 December 2022 20,041,686 689,046 20,730,732
As at 31 December 2021 20,913,064 530,565 21,443,629

b) The lease obligations as at the end of the year are as follows:
31 December 31 December

2022 2021
Non-current lease obligations 19,749,167 20,177,856
Current lease obligations 1,534,017 1,586,928
Total lease obligations 21,283,184 21,764,784

The finance cost recognized from lease obligations during the year ended 31 December 2022 amounted to SR
763,812 (2021 amounted to SR 783,045)

¢) The financing costs of the lease obligations have been charged as follows:
31 December 31 December

2022 2021

General and administrative expenses 20,932 20,590
Cost of revenue 742,880 762,455
763,812 783,045

d) The depreciation of the right to use assets has been charged as follows:
31 December 31 December

2022 2021
General and administrative expenses 454,497 265,282
Cost of revenue 871,378 871,378

1,325,875 1,136,660
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13.

14.

INTANGIBLE ASSETS - NET
The following table shows the movement of intangible assets, which are represented in the value of accounting
programs and real estate project management program as follows:

Software Total
Cost
The balance as at January 01, 2022 1,233,454 1,233,454
Additions during the year - -
The balance as at December 31, 2022 1,233,454 1,233,454
Accumulated amortization
The balance as at January 01, 2022 (200,075) (200,075)
Charge for the year (246,691) (246,691)
The balance as at December 31, 2022 (446,766) (446,766)
Net book value
As at 31 December 2022 786,688 786,688
As at 31 December 2021 1,033,379 1,033,379

INVESTMENTS IN COMPANIES DESIGNATED BY EQUITY METHOD
The investments in companies designated by equity method are as follows:

Actual Ownership 31 December 31 December
Percentage 2022 2021
2022 2021
Investments in Western Dhahiat Company (14-a) 257. 257 296,518,530 276,320,125
Investments in Tanal Real Estate Development and . .
Investment Company (14-b) 107 107 33,345,057 65,007,048
329,863,587 341,327,173

a) Investments in Western Dhahiat Company:

- The company owns 25% of the net assets of the Western Dhahiat Company, which operates mainly in the
Kingdom of Saudi Arabia and the investment was treated using the equity method.

- Western Dhahiat Company is a limited liability company with a capital of SR 100,000. The address of the
company's head office is in Jeddah. The company's activity is in the general construction of residential buildings,
and non-residential buildings, the purchase and sale of land and real estate, and its division, and off-plan sales
activities.

- The return on investment in the associate was calculated based on the audited financial statement for the year

ending on December 31, 2022.

The financial information of the associate company is summarized as follows:

Total assets

Total liabilities

Equity

Revenue

Expenses

Net loss

Other comprehensive loss

The investment movement

Beginning balance for the year
Company's share of net loss for the year

Company's share of other comprehensive loss for the year

Balance at the end of the year
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31 December
2022
1,186,298,675
224,550
1,186,074,125

(3,389,918)

(3,389,918)
84,183,542

31 December

31 December
2021
1,105,446,301
166,300
1,105,280,501

(3,791,269)
(3,791,269)
(35,479,104)

31 December

2022
276,320,125
(847,480)
21,045,885

2021
286,137,718
(947,817)
(8,869,776)

296,518,530

276,320,125
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14, INVESTMENTS IN COMPANIES THROUGH EQUITY METHOD (continued)
b) Investments in Tanal Company for Investmtent and Real Estate Development

Tanal Real Estate Development and Investment Company is a limited liability company with a capital of 100,000
Saudi riyals. The address of the company's head office is in Riyadh. The company's activity is the management
and leasing of residential and non-residential properties owned or leased.

Sumou Real Estate Company owns 40% voting rights in Tanal Real Estate Investment and Development
Company on operational and administrative decisions, and this was considered as a significant influence due to
the Chairman of the Board of Directors of Tanal Investment and Real Estate Development Company is the
Chairman of the Board of Directors for Sumou Real Estaté and Sumou Holding Company and also the member
of board of directors in Tanal company is the deputy chairman of the board for sumou real estate company, and
thus the investment was treated using the equity method.

Summary of the consolidated financial information of Tanal for Real Estate Investment and Development
Company and its subsidiary (Ruba Buildings Real Estate Company)

The consolidated financial statements of this company and its subsidiary are prepared in accordance with
International Financial Reporting Standards. The accounting policies used in preparing the consolidated financial
statements of the associate are consistent with those of Sumou Real Estate Company.

Summary of the consolidated statement of profit or loss and other 31 December 31 December
comprehensive income: 2022 2021
Total Assets 355,833,444 678,789,797
Total liability 22,382,877 28,719,315
Equity 333,450,567 650,070,482
Revenues 563,625,557 838,917,642
Net profit for the year 274,525,567 326,485,103
Total comprehensive income for the year 274,525,567 326,485,103
Company's share of profit for the year 27,452,557 32,648,510

The share in net profit and share in other comprehensive income has been calculated based on the audited
consolidated financial statements for the year ended December 31, 2022 of Tanal Investment and Real Estate
Development Company.

b) Investments in Tanal Company for Investment and Real Estate Development

The investment movement 31 December 31 December
2022 2021
Beginning balance for the year 65,007,048 =
Investment cost - 68,055,778
Recovery of additional capital (19,814,548) (35,697,240)
Dividends Received (39,300,000) -
Share of profit for the year 27,452,557 32,648,510
Balance at the end of the year 33,345,057 65,007,048
C) The company's share of the results of the companies invested in by the equity method:
2022 2021
Western Dhahiat Company note 14-A (847,480) (947,817)
Tanal Real Estate Development and Investment Company note 14-B 27,452,557 32,648,510

26,605,077 31,700,693
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15. ACCRUED EXPENSES AND OTHER LIABILITIES
31 December 31 December

2022 2021
Retention 6,803,990 914,645
Advance payments from clients 4,800,000 4,800,000
General provision 2,364,447 500,000
Accrued bonus 1,281,916 561,644
Allowances for board members 827,000 825,000
Accrued Vacations and tickets 443,437 350,446
Accrued financial charges - 500,000
Accrued rent - 1,333,250
Other payables 373,877 349,300

16,894,667 10,134,285

16. ZAKAT PROVISION
A) Zakat assessment status:
The company received letters of amendment for the years 2010 to 2015 on March 13, 2018 and February 28,
2018 for an amount of 27,859,501 Saudi riyals. The company paid an amount of 7,619,442 Saudi riyals, and
objected to the Zakat, Tax and Customs Authority on April 26, 2018, and a lawsuit was filed with the General
Secretariat of Tax Committees on May 21, 2020 AD in the amount of 20,240,059 Saudi riyals.

The company received letters of amendment for the years from 2016 to 2018 on July 16, 2020, in the amount of
21,998,593 riyals. The company paid an amount of 5,658,558 Saudi riyals and objected to the Zakat, Tax and
Customs Authority on 25/01/1442H corresponding to September 13, 2020, and a lawsuit was filed with the
General Secretariat of the Tax Committees on November 8, 2020 in the amount of 16,330,035 Saudi riyals.

The company received letters of amendment for the years 2019 and 2020 on October 12, 2021, amounting to
12,119,787 Saudi riyals. The company paid an amount of 3,670,719 Saudi riyals and objected to the Zakat, Tax
and Customs Authority on December 9, 2021 for an amount of 8,449,068 Saudi riyals.

And based on the opinion of the zakat advisor of the company, there is no need form a provision during the
current period in return for the obligation.

B) The movement of the zakat provision:
31 December 31 December

2022 2021

Balance at the beginning of the year 2,445,894 1,853,524
Charge during the year 4,958,878 2,445,894
Paid during the year (1,581,447) (1,853,524)
Transferred to general provision (864,447) &
Provision balance at the end of the year 4,958,878 2,445,894

C) Zakat base:

31 December 31 December

2022 2021

Shareholders equity 440,201,532 402,353,971
Accruals and Provisions 85,628,910 35,534,235
Non-Currant assets (398,786,542)  (395,489,003)
Adjusted net profit for the year note 16-D 67,363,565 54,119,112
zakat base 194,407,465 96,518,315
Calculated zakat 4,958,878 2,445,894

- Zakat is calculated based on the adjusted net profit or the zakat base, whichever is greater.
- Zakat 1s calculated from the adjusted net profit at 2.57, while the zakat base is calculated from the zakat base
minus the adjusted net profit at 2.577683% and 2.57 from the adjusted net profit.
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16. ZAKAT PROVISION (continued)

17.

D) Adjusted net income for the year:

The adjustment to the adjusted net profit for the year is as follows:

Net profit for the year

Provisions made during the year
Other adjustments

Adjusted net profit for the year

E) Zakat status:

31 December 31 December
2022 2021
92,321,506 83,315,587
1,647,136 1,132,272
(26,605,077)  (30,328,747)
67,363,565 54,119,112

- Sumou Real estate Company submitted the zakat declaration for the year 2021 and obtained zakat certificate
valid up to 10/10/1444H corresponding to 30/04/2023.
~ Mahafel Trading and Contracting Limited Company submitted the zakat declaration for the year 2021 and

obtained zakat certificate valid up to 10/10/1444 H corresponding to 30/04/2023.

RELATED PATRY TRANSACTIONS

The related parties are represented in the dealings with the associate company, non-executive members of the
board of directors, and senior management employees of the company, where the employees of the higher
management are the persons who exercise authority and responsibility in planning, managing and monitoring the
company's activities, directly or indirectly, including the managers.
During the normal course of its business, the company had the following important transactions with major related
parties during the year ended on 31 December 2022 and 2021, as follows:

Name Relationship
Sumou Holding Co Shareholder
Adeer Holding Co Associate company
Adeer Asar Real Estate Co Associate company
Adeer Real Estate Co Associate company

Asmonu for real estate development Co
Riyadah Gulf Co
Mr. Mazen Mohamed Ibrahim Batterjee

Dahyat Sumou Real estate Fund

Associate company
Associate company
Partner in subsidiary company
Entity associated with senior

management

The transactions and amounts related thereto for the year ended:

Description

Nature of the transaction

31 December 31 December

Sumou holding company

Asmou for real estate development Co
Adeer Holding Co

Adeer Holding Co

Adeer Asar Real Estate Co

Adeer Asar Real Estate Co

Riyadah Gulf Co

Adeer Holding Co

Adeer Real Estate Co

Adeer Real Estate Co

Sumou holding company

Dahyat Sumou Real estate Fund
Members of the Board of Directors and other
committees

Senior management personnel

Mr. Mazen Mohamed Ibrahim Batterjee

Revenues

Revenues

In-kind revenue*

Cash Revenue
Revenues

Advance payment
Administrative services
Rent

Revenues

Marketing commission
Swapping transaction
Revenues

Allowances for attending
meeting and bonuses
Salaries, allowances and
incentives

Financing
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2022
53,669,712
6,500,000
23,941,196
26,432,755
1,089,174
1,817,492
1,200,000
536,640

989,181

3,385,000

2021
9,669,712
23,000,000

20,000,000
8,352,632
7,076,346

17,241,026

1,872,000

2,940,000
11,357
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17.

18.

19.

20.

RELATED PATRY TRANSACTIONS (continued)
A- Due from related party as of December 31, represented by the following:
31 December 31 December
2022 2021
Adeer Holding Co 32,247,290 -
32,247,290 -

*Due from a related party is represented in in-kind investments in the form of shares in the Akhayal scheme
project in the eastern region, amounting to 32,247,290 Saudi riyals as of December 31, 2022, and the details of
the movement on the investment are as follows:

31 December 31 December

2022 2021
The fair value at the acquisition date 23,941,196 -
The change in the fair value of financial assets through other comprehensive
income 8,306,094 -
Balance at the end of the year 32,247,290 -

The company determined the fair value of the share as of December 31, 2022 at an amount of SR 32,247,290
by (Tageem) from the Saudi Valuation House Company license No. 1210000352.

B- Due to related parties is represented by the following:
31 December 31 December

2022 2021
Adeer Asar Real Estate Co 1,817,492 -
Adeer Real Estate Co - 2,256,814
Mr. Mazen Mohamed Ibrahim Batterjee - 11,357

1,817,492 2268171

LAND OBLIGATIONS AGAINST PROJECT UNDER DEVELOPMENT

A) land obligations against project under development represent the cost of the land, amounting to 73,271,772
Saudi riyals allocated by the National Housing Company in favor of the company with a total of 104,766
square meters of the Hamdaniya project, where the agreement stipulates the transfer of 10% of the balance of
the project’s escrow account after the lapse of six calendar months from delivery of the project land and 10%
of the total proceeds from the sale of residential units in the project. The company has estimated the sale
proceeds on the best expectations and estimates for the year ending on December 31, 2022 (note 25).

B) Dar Sumou project land obligations:

31 December 31 December

2022 2021
land obligations against project under development — Noncurrent portion 14,654,354 43,693,645
land obligations against project under development — Current portion 58,617,418 29,578,127
Total land obligations against project under development (note 11) 73,271,772 73,271,772

The current part of the land obligations for a project under development has been classified based on the
management’s estimates of the payments expected to be received within 12 months on the escrow account and
the transfer of 10% of its escrow account to the Ministry.

ADVANCE PAYMENTS FROM CUSTOMERS
This item represents the amounts received from buyers and financing agencies in the project escrow account for
the purchase of housing units under the off-plan sale (Wafi) system.

EMPLOYEES BENEFITS OBLIGATIONS
The actuarial] valuation was performed by Opal Actuarial Services and was conducted using the projected credit
unit.
The main assumptions used for the purposes of the actuarial valuation were as follows:
31 December 31 December

2022 2021
Discount rate 4.25% 2.25%
Salary growth rate 3.0/ 3.0%
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20. EMPLOYEES BENEFITS OBLIGATIONS (continued)
The movement on employee benefit obligations is as follows:
31 December 31 December

2022 2021

Beginning balance 3,500,903 2,895,180
Interest Cost 81,667 64,793
The current service cost 565,469 567,479
Actuarial gain (losses) for employee benefits obligations (128,945) 135,497
Transfers during the year - (131,063)
Paid during the year ~ (468,427)  (30,983)
Ending balance 3,550,667 3,500,903
Sensitivity analysis of defined employee benefit obligations

Salary increase rate Discount rate
assumptions 0.1% 0.1% 0.1% 0.1%

Increase Decrease Increase Decrease
31 December 2022 3,754,966 3,365,602 3,369,373 3,754,447
31 December 2021 3,740,621 3,285,912 3,286,896 3,744,366

21. SHARE CAPITAL
The Company’s share capital is SAR 375 million as at December 31, 2022 (December 31, 2021: SAR 375 million),
consisting of 37.5 million shares as at December 31, 2022 (2021: 37.5 million shares) issued and fully paid, with
a par value of SAR 10 Saudi share.

22. REVENUE
31 December 31 December
2022 2021
Revenue from real estate projects 170,787,111 33,217,628
Real Estate Projects management fees 67,632,837 67,910,738
Revenue from construction work 44,000,000 2,000,000

282,419,948 103,128,366

- Total revenue from related party amounted 111,632,837 Saudi riyals for the year ended December 31, 2022
which represents 40% from the total revenue (2021: 69,910,738 Saudi riyals which represents 68% from the
total revenue) (Note 17).

23. COST OF REVENUE
31 December 31 December

2022 2021
Cost of real estate projects 150,279,326 29,139,773
Construction work costs 40,000,000 1,459,872
Salaries, wages and related benefits 12,328,922 8,255,774
Bonus and incentives 1,750,786 1,010,144
Depreciation of right of use assets (12-D) 871,378 871,378
Finance cost lease obligations (12-C) 742,880 762,455
Other 493,585 39,213

206,466,877 41,538,609
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24.

25.

GENERAL AND ADMINISTRTIVE EXPENISVE
31 December 31 December

2022 2021
Legal and professional fees 3,025,299 545,828
Salaries and related benefits 2,506,970 3,472,749
General provision 1,000,000 500,000
Board of directors bonuses 989,181 1,872,000
Depreciation of property and equipment 511,114 313,677
Depreciation of the right of use assets (Note 12-D) 454,497 265,282
Subscription fees 431,669 538,412
Bonus and incentives 272,874 -
Amortization of intangible assets 246,691 200,075
Other 1,165,026 606,592

10,603,321 8,314,615

PROJECT UNDER DEVELOPMENT - DAR SUMOU PROJECT

Sumou Real Estate Company entered into an agreement with the National Housing Company on August 19, 2020,
a sub-agreement development agreement for the areas of land allocated to the Sumou Real Estate Company in
Jeddah in the Al Hamdaniya housing project, which is being implemented on the Ministry’s lands in Jeddah. The
following are some of the important clauses of the agreement:

1- The commitment of Smou Real Estate Company to develop the sub-project to provide and sell housing units
for the benefit of the beneficiaries in accordance with the executive plan for the development of the sub-project
2- Selling off-plan housing units in the sub-project to the beneficiaries, their financiers, or the entities that follow
the financiers, according to Wafi rules.

3- Smou Real Estate Company provided a bank guarantee in favor of the National Housing Company, amounting
to 30,999,970 Saudi riyals.

4- Obtaining all necessary licenses and approvals for the implementation of the sub-project from the relevant
authorities within the scope of the superstructure works.

5- Transferring the total financial value of the sub-project’s land areas after the lapse of six Gregorian months
starting from handing over the sub-project land to Smou Real Estate Company. Thus, Smou Real Estate Company
is obligated to transfer a sum of money equivalent to 10% of the balance of the sub-project escrow account at the
end of the day following the lapse of the stipulated six-month period Also, Sumou Real Estate Company is
obligated to transfer a sum of money equivalent to 10% of the total proceeds from the sale of housing units in the
sub-project, which flows to the project’s escrow account during each month following the stipulated six months.
6- Sumou Real Estate Company is obligated to complete the payment of the total value of the sub-project’s land
areas before the lapse of 42 months from the date of handing over the project land to Sumou Real Estate Company,
or on the date of completing the project and selling its residential units, which it comes first.

7- The title deed of the sub-project land allocated to Sumou Real Estate Company under this agreement remains
in the name of the Ministry and in its name.

8- The National Housing Company obtaining a financial consideration of 3% of the total value of the housing
units in the project according to the price approved for marketing to the beneficiaries (the price is inclusive of
value-added tax and the value of the residential land on which the housing unit is located in cases where the
Ministry requests the recovery of the value of the land on which the housing unit is located The National Housing
Company obtains it for that financial consideration by allocating 3% of the total value of each exchange document
to be disbursed from the sub-project escrow account.

9- The area of the land on which the project is to be built was determined with an area of 104.766 square meters,
as stated in Annex No. 1 of the agreement.

10- The real estate development sub-agreement signed on August 19, 2020 includes 412 housing units, and the
name of the sub-real estate development project according to the agreement is Dar Smou Project.

35



SUMOU REAL ESTATE COMPANY

(Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN
For the year ended 31 December 2022

(Saudi Riyals)

26.

27.

28.

EARNINGS PER SHARE
Earnings per share relating to net income has been calculated by dividing the net income for the year by the
weighted average number of shares outstanding during the year, which amounted to 37.5 million shares as on
December 31, 2022(December 31, 2021: 37.5 million shares).

Diluted earnings per share has been calculated by dividing the net profit for the year by the weighted average
number of shares outstanding during the year, adjusted for the potential dilution of ordinary shares. As there is no
contingent liability for equity instruments, the diluted earnings per share are not different from basic earnings per
share.

CONTINGENT LIABILITIES
As of December 31, 2022, the Company has contingent liabilities in the form of letters of guarantee amounting to
SR 124,976,860 (December 31, 2021: SR 48,071,861).

SEGMENT INFORMATION

The segment information is attributable to the Company’s activities and business as approved by Company’s
management to be used as a basis for the financial reporting preparation and consistent with the internal reporting
process. Transactions between the business segments are conducted as another parties’ transaction.

Segments’ assets, liabilities and the operational activities comprise items that are directly attributable to certain
segment and items that can reasonably be allocated between various business segments. Unallocated items are
included under joint assets and liabilities. The company has developed the following reports and sectors which ail
operate in the Kingdom of Saudi Arabia

Real estate projects Development: This section of business deals with real estate projects mostly accomplished
by the company with the help of subcontractors.

Real Estate Project Management: This sector constitutes real estate project management. These project are
owned by real estate developers and the company charges them only for management fees.

Investments: This represents the company's direct and indirect investments in real estate and project
development, which can be sold before or after the completion of development work.

The following summary financial information sector in Saudi Riyal according to the nature of the activity:

Real estate Real estate

projects project Joint assets
development management Investments and liabilities Total

As of 31 December 2022:

Total assets 204,272,253 7,730,000 449,722,297 56,526,103 718,250,653
Total liabilities 163,616,509 6,617,492 - 14437129 184,671,130
Revenue 214,787,111 67,632,837 - - 282,419,948
Gross profit 22,893,527 53,059,544 - - 75,953,071
As of 31 December 2021:

Total assets 157,931,900 21,900,000 413,938,593 26,249,058 620,019,551
Total liabilities 151,410,756 5,300,000 - 9,072,824 165,783,580
Revenue 35,217,628 67,910,738 = - 103,128,366
Gross profit 2,984,150 58,605,607 - - 61,589,757
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29. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The Company's activities are exposed to various financial risks such as fair value measurement, credit risk,
liquidity risk, foreign currency risk and capital management risk. Management reviews and approves policies to
manage each of these risks, which are summarized as follows:

Fair value measurement of financial instruments

Fair value is the amount at which an asset is sold or a liability settled between willing parties in the arm’s length
transactions at the date there is a presumption that the Group is a going concern entity where there is no intention
or requirement to materially reduce the volume of its operations or to conduct a transaction on adverse terms.

A financial instrument is considered to be listed in the active market if the quoted prices are readily and regularly
available from an intermediary, industry group, pricing services or regulatory body, and these prices represent
market transactions that have occurred on an active and regular basts on a commercial basis.

When measuring fair value, the company uses observable market information whenever possible to the inputs
used in valuation methods as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities that can be obtained on the
measurement date.

Level 2: Inputs other than quoted prices included in Level 1 that are observable for assets or liabilities directly
(e.g. prices) or indirectly derived from prices.

Level 3: inputs for assets or liabilities not based on observable market information (non-observable inputs).
Liquidity risk

Liquidity risk is the difficulty that an entity encounters in raising funds to meet commitments related to financial
instruments. Liquidity risk can result from the inability to sell a financial asset quickly at an amount close to its
fair value.

Liquidity risk is managed by monitoring it on a regular basis to ensure that funds are available to meet the
company's future commitment.

Capital risk management

Management policy is to maintain an adequate capital base in order to maintain investor, creditor and market
confidence and to maintain the future development of its business. Management monitors the return on the capital
used and the level of dividends distributed to shareholders.

In managing capital, the company aims to:

+ To protect the entity's ability to continue as a going concern so that it can continue to provide réturns to
shareholders and interest to other stakeholders.
* Provide sufficient returns for shareholders

Market risk

Market risk is the risk that a financial instrument will fluctuate due to changes in prevailing market prices such as
foreign exchange rates, interest rates and stocks prices affecting the company’s income or the value of its financial
instruments. Market risk management aims to manage and control market risk exposure within acceptable limits
while maximizing returns.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. Currency risk arises when future commercial transactions and recognized assets and liabilities are
denominated in currencies other than the company's currency. Most of the company's transactions are made in
Saudi Riyals. The Company's management believes that its exposure to foreign currency risk is not significant,

Other Prices risk

The Company is exposed to price risk from its investments in the equity of other companies. The Company
retains these investments for strategic purposes and not for trading purposes and the Company does not trade
in those investments.
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29. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)
Credit risk
Credit risk is the risk that one party will fail to discharge an obligation and will cause the other party to incur a
financial loss. The Company is exposed to credit risk on its bank balances and accounts receivable as follows:
31 December 31 December

2022 2021
Cash at banks 83,797,263 71,854,674
Accounts receivable - 1,150,000

30. SUBSEQUENT EVENTS
In the opinion of the management, there were no significant subsequent events after December 31, 2022 and up
to the date of approval of the consolidated financial statements by the Board of Directors that might have a material
impact on the financial statements as on December 31, 2022.

31. COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform to the presentation in the current period.

32. GENERAL
The figures in these consolidated financial statements are rounded to the nearest Saudi.

33. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the Board of Directors on 30 Shaban 1444H (March 22
2023).
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