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Scope of review

We have reviewed the accompanying interim consolidated balance shect of Emaar The Economic City
and its subsidiaries {collectively referred as “the Group') as at March 31, 2015, the related Interim
consolidated statements of income, cash flows and changes in equity for the three-months period then
ended and the attached notes 1 to 21 which form an integral part of these interim condensed consolidated
financial statements. These interim condensed consolidated financial statements are the responsibility of
the Group's management and have been prepared by them and submitted to us together with all the
information and explanations which we required. Our responsibility is to express a conclusion on these
interim condensed consolidated financial statements based on our review.

We conducted our review in accordance with the Auditing Standard on Review of Interim Financial
Reporting issued by the Saudi Organization for Certified Public Accountants (SOCPA). A review consists
principally of applying analytical procedures to financial data and information and making inquiries of
persons responsible for financial and accounting matters. Tt is substantially less in scope than an andit
conducted in accordance with generally accepted auditing standards, the ohjective of which is the
expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not
express such an opinion.

Conclusion

Based on our review, we are not aware of any material modifications that should be made to the
accompanying interim condensed consolidated financial statements for them to be in conformity with
accounting standards generally accepled in the Kingdom of Saudi Arsbia.

For KPMG Al Fozan & Al Sadhan

Ebrahim Oboud Baeshen
License No. 382

Jeddah, Rajab 1, 1436H
Corresponding to April 20, 2015
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EMAAR THE ECONOMIC CITY
{A Saudi Joint Stock Company)

INTERIM CONSOLIDATED BALANCE SHEET {UNAUDTED)

As at March 31, 2015

ASSETS

Current assets:

Cash and cash equivalents
Murabaha term deposits with banks

Accounts receivable and other current assets

Development properties
Total current assets

MNon-current assets:
Investment properties
Property and equipment

Investment in an equity accounted investee

Deferred costs

Assets classified as held for disposal
Total non-current assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Current liabilities:

Short-term loans

Accounts payable and accruals
Current portion of long-term loans

Total current liabilities

Non-current liabilities:

Mon-current portion of long-term loans
Deferred contribution

Long-term provision

Employees’ end of service benefits
Total non-current liabilities

Tatal liahilities
Equity:

Share capital
Accumulated losses

Effect of reducing the ownership percentage

in & subsidiary

Total equity attributable to the Company's shareholders

Non-controlling interests
Taotal equity

Total liabilities and equity

MNotes

R =R - |

=

11

14
15

2015 2014

(SR*000) (SR'000)
1,263,469 2,785,219
1,635,429 70,500
238,666 299.901
_ 1426840 1135453
. 4,564,404 4,291,073
4,384,559 4,302,035
5,264,438 4,320,153
2,339,445 1,551,074
679 -
11,995,241 10,173,262
101,250 101,250
12,096,491 10,274,512
16,660,895 14,565,585
- 60,393
816,557 655,528
) TSTJ]JI =
1,573,588 715,921
5,750,337 5,301,092
1,011,502 643,721
5,099 5,099
19,834 13,381
6,786,772 5,963,293
8,360,360 6,679,214
8,500,000 8,500,000
(198,304) (613,800)
(86) =
8,301,610 7,886,200
(1,075) 171
8,300,535 7,886,371
16,660,895 | 14,565,585

The accompanying notes | to 21 form an integral part

of these unaudited interim condensed consolidated financial statements.
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EMAAR THE ECONOMIC CITY
(A Saudi Joint Stock Company)

INTERIM CONSOLIDATED STATEMENT OF INCOME (UNAUDITED)

For the three-month period ended March 31, 2015

Revenue
Costs of revenue

Gross profit

Expenses:

Selling and marketing
General and administration
Land contribution
Depreciation, net
Amortisation

Maintenance and other costs

Total expenses
Frofit from operations
Financial charges, net

Murabaha deposit income
Share of profit from an equity accounted investee

Other income
Income before Zakat and non-controlling interests

Lakat
Net income before non-controlling interests

Share of non-controlling interests in the net loss of
consolidated subsidiaries

Net income attributable to Company’s shareholders

Earnings per share on profit from operations - SR

Earnings per share on net income attributable 1o
Company’s shareholders — SR

MNoles

7.1

2013 2014

(SR*000) (SR'000)
229,562 165,156
(72,080) (47.517)
157,482 117639
(10,853) (9,907)
(34,281) (33.701)
(4,272) -
(12,672) (10,145)
(314) s
] (327)
(62,392) (54,080)
95,090 63,559
(12,711) (18,121)
4,126 2,072
1,360 9,795
6,055 -
93,920 57,305
(8,778) (1.500)
85,142 49,805
582 101
85,724 49,906
0.1119 0.0748
0.1009 0.0587

The accompanying notes 1 to 21 form an integral part

of these unaudited interim condensed consolidated financial statements,



EMAAR THE ECONOMIC CITY
(A Saudi Joint Stock Company)

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
Far the period ended March 31, 2015

Motes 2015 2014
(SR*000) (SR000)
Operating activities:
ncome before Zakat and non-controlling interests 93,920 537,305
Adjustments for:
Depreciation 22,748 13,701
Provision for employees’ end of service benefits 2,993 1,362
Share of profit from an equity accounted investee (1,360) (9,795)
Financial charges, net 12,711 18,121
Murabaha deposit income (4,126) (2,072)
Maintenance and other cost - 327
Land contribution 7.1 4,272 -
Amortisation 314 --
131,472 78,949
Changes in operating assets and liabilities:
Accounts receivable and other current assets (13,179) 13,424
Development properties (155,278) (39,615)
Accounts payable and accruals (83,711) (8.422)
Cash {(used in} / generated from operations {1'"2{},696} 44,336
Deferred contribution 15 73,620 120,465
Employees’ end of service benefits paid (14%) (61)
Net cash (used in) / generated from operating activities - (47,225) 164,740
Investing activities:
Purchase of property and equipment (264,729) (197,060}
Net movement in Murabaha term deposits with banks (762,744) 191,328
Murabaha deposit income 4,126 2,072
Net movement in investment properties (28,903) (18,169)
Investment in an equity accounted investee 9 - (160,000
Net cash used in investing activities (1,052,250) (181,829)
Financing activities:
Net movement in short-term loans 23 30,268
Long-term loans 14 350,000 --
Net cash generated from financing activities 350,000 30,268
Net change in cash and cash equivalents (749,475) 13,179
Cash and cash equivalents at the beginning of the period 2,012,944 2,772,040
Cash and cash equivalents at the end of the period 4 1,263,469 2,785,219
&

The accompanying notes 1 to 21 form an integral part
of these unaudited interim condensed consolidated financial statemen
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EMAAR THE ECONOMIC CITY
(A Saudi Joint Stock Company)

INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
For the period ended March 31, 2015

It
]

Balance at
January |

MNet income
for the period

Balance at
March 31

]
E=

Balance at
January |

et income
for the period

Balance at
hiarch 31

Equity attributahle
to the shareholders' of the Company

Effect of
reducing
the
ownership
percentage Total Non-
Share Accumulated ina shareholders’  controlling
capital losses subsidiary equity interesis Total
(SR'000) {SR000) (SRM000) (SRTO00) (SR000) (SR000)
8,500,000 {284,028) (B6) 8,215,886 (493) 8,215,393
on 83,724 = 85,724 (582) 25,142
8,500,000 (198,304) (86) 8,301,610 (1,075) 8,300,535
Equity atiributable
to the shareholders’ of the Company
Effect of
reducing
the
ownership
percentage Total Mon-
Share Accumulated ina shareholders’  controlling
capital losses subsidiary equity interests Total
(SR000) (SRA000) (SRO00) (SR7000) (SR 00D0) (SETO00Y
8,500,000 (663,706) = 7,836,204 272 7,836,566
- 49,906 - 49,906 (101) 49,805
8,500,000 (613,800) - 7,886,200 171 7,886,371

The accompanying notes | to 21 form an integral part
of these unaudited interim condensed consolidated financial statements.




EMAAR THE ECONOMIC CITY
(A Saudi Jeint Stock Company)

NOTESTO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
For the three-month period ended March 31, 2015

1. THE COMPANY AND ITS ACTIVITIES

Emaar The Economic City (“the Company™) is a Saudi Joint Stock Company Incorporated under
Ministerial Resolution Mo. 2533 dated Ramadan 3, 14271, conesponding to September 21, 3006
and registered in the Kingdom of Saudi Arabia under Commercisl Registration number
4030164269 dated Ramadan 8, 1427H, corresponding te Seplember 26, 2006, The Company is
cngaged in the development of real estate in (e economic or other zones and other development
activitics including infastuctures, promotion, marketing and sale of lend within development
areas, transferflease of land, development of butldings’housing units, construetion on behalf of
other parties. The main activity of the Company ia the development of the King Abdullgh Economic
City (KAEC). The registered office of the Company bas been ghified 10 Rabigh. 1he Commercial
Regiatration number of Rebigh is 4602005884 dated Rabi Al Awwal 6, 1436H, comesponding to
December 28, 2014,

The registered office is located at the following address:

P.O. Bax No. 2338
Rabigh, King Abdullah Economic City, 23964
Kingdom of Saudi Arahia.

The Company has investnents in he following subsidiares which are primarily involved in
development, investments, marketing, sate / lease, operations and maintenance of properties and
ealallishment of companies. The Company and its subsidiaries constiute “the Group”,

Country of Year of Effective
Name incorperatlen  intorporpilon owmership interes
2005 2014
Economie Cities Investmenis Holding Kingdom of Saudi
Company {ECIHC) Arahis 2010 9995 quern
Industrial Zenes Development Company Kingdom of Saudi
Limited (LZDCL) Arabia 2011 GR% 100%
Lconomie Cities Raal Estate Operation and  Kingdom of Saudi
Management Company Limited {REOM) Arahia 2013 95% o08%
Economic Cities Pionecer Real Estate Kingdom of Saudi
Managemen! Company Limited {REM) Arabia 2013 08% G356
Economic Cities Real Estate Kingdom of Sandi

Development Company Limited (RED) Arabia 2013 98% 9%8%



EMAAR THE ECONOMIC CI1TY
{A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED}
For the three-month period ended March 31, 2015

1.  BASIS OF FRESENTATION

Stetement of compliance

These interim condensed consolidaled Fnancial statements have been prepared in accardance with
the accounling standards generally accepted in the Kingdom of Saudi Arabia and the Accounting
Standard on Interim Financial Repotting issucd by Saudi Organization For Certified Public

Accountantz (SGCPA).

Functienal end presentatlon currency

These accompanying interim condemzed consolidated fAnencial statements are presented in Saudi
Arabian Riyals (SR} which is the functional currency of the Group. All financial information

presenated in SR has been rounded 1o the noares! thousand.

The interim resulta may not be an indicator of the anmual results of the Grovp. These intenim
condensed consclidated financia! statements should be read fn conjunction with the Jatest annual

audited consolidated linancial statements of the Group.

Acgounting ronvention

The interim condensed consolidated financial staternents have been prepared under the historical
vost convention medified to include e measurement at fair value of assets clessified as held for

disposal using aconual basis of accounting and going concern assumption,

Use of estimates and Judgements

The preparation of interim condensed consolidated financial statements requirez management fo
make judgments, eslimates and assumptions that affect the application of policies and reported
ameunis of aasets, liabilities, income and expenses. Actual results may differ from thesz estimates.

Bstimates and underiying assuraplions arc ceviewed on an ongoing basis, Revisions to aecounting
estimates are recognized o the period in whick the estimates are revised and in future perods
affected. The key ancas requiring significant management jirdgments and estimates are as follows:

Classification of investvent praperties

The Group detennines whelher a propenty qualifits 4% inveshnent propecty. In meking its judgment,
the Group considers whether (he properly generates sash flows Largely independent of the other

eszets held by the Group.

Impairment of accounts recelvable

An egtimate of tha collectible amount of accounis receivable s made when collection of the full
amount iz no longer probakle. For individually sipnificant amounts, thiz estimation ia performed
oi an individual basis. Amounts which are not individually significant, but which arc past due, are

gssezsed collectively and an allowance applied according to the longth of time past dus,

Cost to eomplete the projects

As part of application of percentage of completion method on contract sccounting, the cost ta
complste The project {s estimated. These cstimates include, amongst other items, the construction
costs, variation arders by contrastors and the cost of meeting ather contraciual oblipations 1o the
customers. Such estimates are reviswed at regular intervals, Any subseguent changes in the

estimated cosl lo eomplete may affect the results of the subscquent periods.



EMAAR TUE ECONOMIC CITY
fA Saudi Jaint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

{(UNAUDITED)
For ths threg-month period ended March 31, 2015

3. BASIS OF PRESENTATION {contlnued)
Use of cstimates and fudgements {contlaned)

Impairment on assets classified as held for disposol

Assels classified 2 held for disposa! are assegsed for impaitment at regufar intervals in onder to
reflect adequate recoverable amount o the interim condensed consolidated financial skatements,
based on the prevailing market value obtained from professionals involved in the safe of these

L BN

Loang-term provision

Long-tesm provision s assessed pedodically based an excess cosls to be incurred in providing
property and city maintenance services to restdential customers, to reflect the probable autitow of

resources required o setde the ohligation,

Liseful lives of property and equipmeni

The managament determines the estimated useful lives of propecty and equipment for cnleulating
deprecintion. This estimeie is determined after congidering expected usage of the assets and
physleal wear and tesr. Menagement reviews the residual value and wseful lives annually and

change I depreciation charges, if any, are adiusted in current and future perdods,

fmpairment of properiy and equipment and investnen! property

Propecty and equipment and investment property are reviewed for impairment whenever events or
¢hanges in circumstances indicate that the carrying amount of these assels may not be recovershle
in part or full. Whensver the carrying amount of 1hess pssets exceads their recoverable amount, en
impairment loss is recognized in the interim consolidated statement of income. The recoverable
ampunt 15 the higher of an asset's net selling price and (he valye in use. The oet selling price is the
amount obtained from 1he sale of an asset in an arm's length kansaction while valuz inuse is prasent
value of estimated future cach flows expeied to arise Gom the continuing use of an esset and from

itz dispnzal at the end of its vseful Life.

Reversal of impainment losses recognised in the prior periods are reconded when there iz an
Indication that the impairnent losses recogaised for the propesty end equipiment and investment

propery no longer sxist or have reduced.

Impairment of other nen-financial assels

The Group assesses, at each reporting date or more frequently ifevents or changes in circunistances
indicate, whether there is an indication that an asset may be impaired. 1F any indication ¢xists, o1
when annual impainment testing for an asset is required, the Group estimates the assel's recoverahls

amount, which is higher of fair value less cost to sell and its valug In use,

Golng concern

The Group's management has made an assessment of iz ability lo continue a2 a poing concern and
15 sahisfied that ir has the resources to continve in business for the foreseephle [uture, Furthermorse,
imanagement is not aware of any material uncertainties that may cast significant doubt vpon the
Group's ability to continue g5 a going concem. Therefore, he Onanclal stabements continue 1o be

prepared on the going concern basis.



EMAAR THE ECONGMIC CITY
{A Baudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the three-month period ended March 31, 2015

3.  SIGNIFICANT ACCOQUNTING PFOLICIES

The following significant accaunting policies used by the Group for the preparation of these inferim
vondensed consolidated financial statements are consistent with thase used for the preparation of

the annueal consalidated financial statements:

Basls of consolidetion

These interim condensed consalidated linansial sletements includs the financial satements of he
Company and iis subsidiaries a5 set cut in note 1, levestment ih g0 equity scoounted investee is

accounted for using the equity method

Subsidfaries

Subsidiarizs are ¢ntitics controlled by the Company, Contro] exists when the Group bas the pawer
1o govem the financiel and operating policies of an sntity 2o as to obtain benelits [rom its actvitics,
In assessing conirel, potential voring rights fiat pregently are exercisable are teken into aceount.
The financial etatements of subsidiarics are included in the interim condensed comsolidated

finencial statements Grom the date that control commenges wntil the dats cantrol ceases.

All intra-group balances and financial transactinnz resulting [om teosactions beiween the
Company and the subsidieries and those arising between the subaidiaries are sliminated in
preparing these interim condensed consolidated financial statements, Also, any wnrealized gaing

and losses arising from inbre-group transacdions are eliminated on coneolidation.

NMon-cantrolling interesis

The Group applies a palicy of freating transaclions with non-controlling interest a5 transaclions
with partizs external te the Group. Pisposals to non-controlling inleresls, if any, result in gsing and
lozses for the Group that are reconded in the inferim consolidated statement of income if control is
lost. Purchase of non-controlling interest resulis in goodwill, being the difference hetwesn any
consideration paid and the relevaot share acquired of the canying value of net assets of the

eubsidiary,

Cash apd cash equivalents

Cash and cash squivalents comprise cash in hand, cash with banks and ether short-tenin highly

liquid investments, if any, with original meturilies of three nonths or less.

Accounts receivahle

Accounls receivable are stated at original involee amount less allawance for any wacallectible
amounts, An egtimate for doubtful dabte is made when collection of the fiell amount i no longer

probable. Bad debis are written-off as incurred.

Development properts

Properiies aequired, constructed or in the course of construelion and development for asle are
clasgified as development properties, Unsold properties are staled at fhe lower of cost and net
realizable value. Sald properties in the course of development are stated at cost plus ateributshls
profit less progress billings. The cost of development propertizs includes the cost of land and other
melated expenditure which is transferred to development properties s and when ectivitics that are
neceesary to get the properties ready for sale are in progress. Net realizahle value represeuts the

estimated selling price less cost of completion and cosls to be incurred in selling the propesty.



EMAAR THE ECONOMIC CITY
{A Saudi Joint Stack Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
For the three-month perod ended March 31, 2015

3. BIGNIFICANT ACCOUNTING FOLICIES {continued)

Development propertics (eontinued)

The property is considered to be completed when all relaved activities, including the infrestnicture
and facilities for the ¢ntire project, have been complated and handed over and 1ile is transferred.
Al that slage, cost, atteibutable profitioes and progress billings are eliminated fram development
properlies. Manggement reviews the camrying values of ihe development properties al each

reporting date.

Invesiment properiles

Propertics held for rental or capital appreciation purposes as well as those held for nndetermtined
future use are classificd az investment propesties. Investment properties arc carricd at cost less
agcurmulated depreciation and impairment losscs, if applicable. Jovestment propesties include
buildingzs whick are depreciated on a straight line basis over the cstimated useful life of 20 years.

Propertiss ere transfermed [rom investment properties te development properties when and only
when there i3 & change in use, evidenced by conynencement of devalopment with & view to sell.

Such transfers are made at the carrying value of the propertics af the date of Iransfer.

Property and ¢qupnacnt

Froperty and equipment is stated at cost less accumulated depreciation and any impairment {n
value. Frechold land iz nof depreciated. The cost less estimaled residual value of property and
equipment is depreciated on a straight line basis over the following estimated useful lives of the

assets,

Years
Building=s 20-30
Fumniture and fixtures 4
Muatar vebicles 4
Heavy equipment and machingry 5-10
Leaschold improvements 2
Office equipments 3
Infrastruclure assels 10-30

Expendilure for sepair and maintensnce are charged te the interim consolideted statement of
income. Tmprovemeats that increase the value or materially extend the useful life of the related
aszels are capitatised. Interest on tong term loan that is directly related to qualifying property and

equipment is capitalized.

Investment in an cqolty accounted investee

The Groups investment In equity accounted Investee represents investment in those entitiez over
whose activities the Group has Joint control, ¢stablished by contractuat arrangement and requiring
unanimons sonsent for sirategic financial and opcmsting decisions. This also includes those entilics
in which the Group has significant influerce, but not comtrol, over the financizl and operating

policigs, generally accompanying a shareholding between 20% and 50% of the voting rights.



EMAAR THE ECONOMIC CITY
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSQLIDATED FINANCIAL STATEMENTS
{(UNAUIHTED}

For the three-month period ended March 31, 2015

3

SIGNIFICANT ACCOUNTING POLICIES {continued}
Investment in an equily accownted Investee (contlnued)

[nvestment in equity sccounted investee {5 accounted for vsing the cquity method of aceounting
together with any tong-term futerests that, in substance, form part of the investor's net investment
int the equity recounted fnveslee. Under the equity meltod, the investment in the equity accounted
investee is carried in the interim balance sheet at cost plos post-aequisition changes in the Group's
share of net assets of the equity acoounted investes less impairment loss, if eny,

When the Group’s share of losses exceeds its interest in an equity accounted investes, the carying
amownt of Group’s investment is reduced to nil and recognition of Rurther losses is discontinued
except to the extent that the Group has incwred legal or constructive obligalions or made payments
on hehal{ of an equity sccountad investes,

Deferred costs

Deferred coata includes all casta and expenses incurred during the current period and have the
future cconemic henefits, Such costs are amortized using the straight-line method over fe related
escondmic benehit perieds not exceeding seven years.

Non-current assets held for disposal

Non-cumrent assels that are classified as held for isposal are measvred at the lower of their carying
amount and fair value less costs to sell. Assets are transferred to non-current ssscts held for disposal
when it iz expeeted thar the earrying amount will be recovered printipally through disposat rather
than from continulng use, For this to be the case, the assel must be available for immediate dizposal
in its present condition subject only to terms that are wsual and customary for disposals of such
asseks and its disposal must be highly probable.

Aczounts payehle and secruals

Liabililies are recognised for amounits to be paid in the future for secvices received or when risks
and rewards associated with the goods are transferred ta the Group, whether billed by the sopplier
or nal,

Loana end horrowings

Loans are initially recognised at the fair value of the consideration recaived less dircelly attributable
transaction costs. After initial recognition, interest bearing loans and borrowings are subssquently
measured at amortised cost using the effective interest rate method,

Deferred conteibaton

Deferred contribution represcats amounts recelved from customers in respect of infrastructure
assets and land, which are recogmised 25 an obligation to provide aceess ty the propeties sold. The
obligation, which is measured with reference to the contributions received, ia then amortised over
the ueeful lifg of the inlrastructure assets for the portion that relates to infrastrachire assets and the
contribulicns that relates to the land is recognized as revenus upon transfer of land title.

Employees® end of gervice benefits

Frovision is made (or amounts payable under the Saudi Arabian labour law applicable te
employees’ accumulaled peniods of service at the interim consolidated balance sheet date,
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EMAAR THE ECONOMIC CITY
(A Saudi Joinl Stock Company)

NOTES TO THE INTERTM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{(UNAUDITED)
For the three-rnonth period ended March 31, 2015

3

SIGRIFICANT ACCOUNTING POLICIES {cantinued)

Provislons
Provisions arc recognised whean the Group has an ebligation (legal or constrctive) arising Fom a
past event, and the costs to settle the obligation are hoth prabable and can be measured reliably.

Segment reporting

A buginess eepment is a group of assete and aperations engaged in providing products or 2ervices
that are =ubject 1o risks and neturns thet are different fom those of other business segments, A
geographical segment iz engaged in producing products or services within & particular economic
environtent that are subject to risks and retums that are different Gom those of segments operating
in other economic environments. Currently, the Company is principally invalved in sale of plots
and apartments and villas in KAEC and involved in providing cortain ancitlary services such as
hespitality, education and lesse, which are not significant to the Conpany's business on an overatl
basis. Accordingly, the management believes that at this stage, the Company's business activity
falls within & single business segment which is subject to same risks and retumns and non-discleaurs
of segment information may nol affect the dacizions of the wsers of thess intedm condensed
consolidated financial slatements.

Revenue recogoiton

Provided it is probable that the economiz benafite will flow to the Group and the revenue and costs,
if epplicable, can be measured reliably, revenue is recognised in the interim consolidated statement
of income as follows:

Salz af property
Rcvenue on sale of plots of land is recognised on the basis of the full acerual method as and when

gll of the (ollowing conditions are met;

)
b)

¢}
¢}

e

1 sale i3 consmnmated and contracks are signed;

the buyer's investment, to the date of the consolidated financial statements, is adequate o
demonsirate a conumitment to pay for the propenty;

thie Group's receivabla s not subject to fibure subordination;

the Group bas transfemred tothe buyer the usial risks and rewards of ownership In 8 iansaction
that is in substance a sale and dots not have a substantial continuing involvement with the
property; and

work to be comnplated is both easily measurable and accrued or is not significant in relabon to
the overall value of the conract,

Revenue on sale of apartments and villas is recognized on the basis of percentage of complolion as
and when all of the following conditions are med:

8)
b)

el

the buyer's invesiment, ta the date of the consolidated Financial siatemeats, is adequate (20%
and above) to demonsirate & commitment to pay Tor the property;

conshuction js beyond a preliminary stage. The engineeting, design work, construchon
contract execuiion, site clearance and building fovmdation ere finighed;

the buyer is commitied: the buyer is unable to claim a refimd except for non-delivery of the
unit; aod

the aggregate sales proceeda and costa can be reasonably eslimated,

11



EMAAR THE ECONOMIC CITY
(A Saudi Joint Stock Company)

NSOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the three-monlh period ended March 31, 2015

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (¢ontinued)

Lease of investment properiy

Rental income from investment properties is accounted for on a siright-line basis over the lease

lenu on ongoing leases,

Services

Revenue from rendering of services is recognized when the outcome of the iransaction can be
esiimated reliably, by refereiwe to the stage of completion of (he transaction at the interim

conzolidated balmice sheet date.

Hospitality revenue

Revenue from hotel accommodation, food and beverages and other related services are recognised,

net of dizcount and municipalily fees om accrual basia when the services ane rendered.

School revenue
Tuition, registration and other fees are recognized as ineome on accrual basis.

Murabaha term deposits with banks
Inpome on Murabaha term deposits with banks is recognised oo effective yield basis,

{osts of reveoue

Costs of revenue includes the cost of land, development and other service retmied coafs.

Development costs include the cost of construction,

The cosis of revenues in respect of apanments and villas is based on the proportion of (he
development cost incurred to date related to 501d umils 1o the sstimated total development costs for

cach project.

The costs of revenues In respoot of land sales inclodes cost of tand,

The costs of revenucs in respect ofhote! and sehoo? is based on actual cost of providing the senvices.

Ezpensen

Selling and marketing expenses are those that specifically relate to the selling and markebing

activities of the Group. All other expenses are claseified a2 general and administralion expenses.

Borrowing casts

Bomowing costs that are directly attributable to the construclion of an asset are eapitalised using
capilalisation rate up to the stage when substantially all (he attivities necessary to prepare the
qualifying asset for its intended use are completed and, theceafler, such costa are charged to the

interim consolidated statement of income.

Operating leases

Operating lease payments are recognized 85 an expense in the interim consalidated statement of

incomg on a straight line basis oyver the leass term.
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EMAAR THE ECONOMIC CITY
A Saodi Joint Srack Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the three-month period ended March 31, 2015

3, SIGNTFICANT ACCOUNTING POLICIES (continued)

Fakal

Zakat is provided for in accordance with Saudi Arabian Depariment of Zakat end Income Tax

(D¥ZIT) regulations. The provision 12 charged to the interim consolidatad starement of inconie.

Farelgn curvencles

Transactions in foreign currencics are recorded in Saudi Arabizn Rivals at the rale of exchange
ruling at the date of the wanzaction. Monetary assets and lighililizs denominated in forsign
eurrengics are retranslated at the rate of exchange ruling at fhe Interim balance sheet dale. All

differerices are taken o the intesim consolidated statement of income.

Noa-monetary items measured at historical cost denominated in 2 foreign currency are translated

at the exchange ratg at the date of initial recopnition.

(Hfsetting

Financial agscis and liabilities arc offzet and the net ainount reported i the consolidated balance
sheet enly when there is a legelly enforceable right to offsct the recognised amounts end thers is
an intention t3 setile on & nst besis, or to realise the assets and seitlc the Hability simultaneously.
Tngome mud exponse is not offset in the consalidated stetement of income wunless required or

pennitted by generally accepied accounling principles in Kingdom of Saudi Arabia.

4. CASH AND CASH EQUIVALENTS

all3 2014
{SRO00Y £SRI00D0Y
Bank balances and cash 665,438 506,174
Short-tenn Murababa deposits (notz 5) 598,031 2179045
1,263,469 2785219

5  MURABAHA TERM DEPOSITS WITH BANKS

Murababa term deposits with banks represent funds placed with commercial banks at tnarket rates

and comprised of the following:

2015 2014
(SR'H00) (SR"000)
Murabaha deposits 2233460 2,249,545
Less: shott-tecm Murabaha deposits {note 4) 593,031 2,179,045
1,615,410 70,500




EMAAR THE ECONOMIC CITY
{ A Saudi Joinl Stock Company}

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the three-month period ended March 31, 2015

8,

71

DEVELOPMENT PROPERTIES

Deyelopment propertics represent costs incurred to-dete on projects ender progress st KAEC,
intended tobe sold, and cosls incurmed to-date plus alibutable profilf {Ioss} on sold properties less
vrogress billings made in respect of sold properties under development,

Development properties aleo includs plots of taad, amounting to SR 435 million {2014; SR, 296.5
million) which have been identificd by the management 1o be sold in their present candition.
Accordingly, these have betn reclassified from investment properties to development properties.
INVESTMENT FROPERTIES

Investment properties include the following:

2013 2014
(SR*000)} (SR'000)
Girgenficld land and sasociated eoat {noiz 7.1) 3,144,461 3,323472
Properties under constzuction 692,404 765,005
Properties completed

Cost 567,048 216,992
Asaumulated Depresiation (20,254) (5434)
547,694 208,558
4,384,559 4,302,035

A pgreenfield tand measuring approaimately 168 million square metors has been sammarked for the
masler development of the KAEC. This includes land measuring approximately 37 million square
meters which was contributed by a sharebolder as part of itz capital contribytion for an spreed sum
of SR 1,700 million in lieu of shares of the same value in the Company.

The specific allocation of the greenfisld land (o be uged by différenl projects, which could be for
sale ¢r rental, bas not yet been completed. Therefore, the greenfield land and associated costs
amounling ta 8K 3,144 miltion (2014: SR 3,328 million} has besa classified s investment propeity.
No depreciation has been charged as these sompriss only freshold land.

Greenficld land includes 24.7 million square meters pledged in favour of Minisiry of Finance
againzt a long-term loan of SR 5,000 million {nate 14).

Greenfield 1and measuring 10.5 million squere meters has been earmarked for lease to industrial
customers.

During the peripd ended March 31, 2015, the Board of Direstors of the Company resolved, and

thereafler approved by General Assembly of the Group, o provide a land measuring 0.3 million
sguare meters to Technical and Vocational Training Centre free of cosl.
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EMAAR THE ECONOMIC CITY
(A Saudi Jaint Stock Company)

NOTES TG THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
For the three-month period ended March 31, 2015

8. PROPERTY AND EQUIFMENT

Property and equipment includes capital work in progress amounting to SR 3,067 million (2014
SR 2,233 mmillion}, which represents construetion costs in respect of the infrasbructure and other
projects at KAEC.

9.  INVESTMENT IN AN EQUITY ACCOUNTED INYESTEE

2015 3014
(SR *000) (SR *000)
Investment 2,497,520 235,980
Purchaze of sharcs from other shareholder 117480 -
Additfonal capital coneibution -- 1,343,300
2,605,000 1,579,240
Share of profil fromn cquity eccovnied invesice 22,159 11,555
Eliminalion of share of profit on sale of land and
commission ingome from equity accounted investee (287,714) (39.761)
2,339.44% 1,551,074

On Jumada Awal 14, 1431H (correspending to April 29, 2010), the Port Development Company
(FDC), a closed joint stock company was incorporated in the Kingdow of Saudi Arabia, which will
be engaged in development, operation and maintenance of the King Abdullah Port at KAEC (the

Post).

During 2011, the sharcholders of PDC entered into an agrecment whereby, the shareholding
structure and fanding mechanism of PDC was agreed. As per the terms of agreement, the
Company's sharcholding in PDC was agreed to be 34%.

During the year anded December 31, 2012, to contribube 2 part of the equity funding under the
agregment, the Company invested SR 45 millien in the form of land, infrastruchure and other

development cost,

On Octeber 8, 2013 the shareholders of PDLC had resolved to increass the sharsholdings of the
Company to 74% by converting additional capital contribution to equity in PDC. Conseguently,
the land of S8 200 million contributed as pert of equity funding during the perlod ended March 31,
30173 hed been reclassified as recelvable from PDC (note 13).

On Aprl 16, 2014 the shareholders of PDC have amended the shareholders agresment of October
8, 2013, As per the revised terms, the Company had purchased 11,748,000 registered ahares at par
in PDC from other shareholder for a cash consideration of SAR 118 million. Accordingly, the
Company’s shareholding in PDC had reached ta 51%.

The Company also invested cash of SR £,701 million. Additonal capital contzibution also includes
SAR &40 million which had been reclassified from loan to an equity accoumted investes under the
agrecment dated QOctober 8, 2013, The legal formalities in respest af conversion of additional
capilal contribution of SR 2,252 miilion to equity bad been completed oo July 17, 2014 that
consequently reduced the Company™s shareholding in P13 to 5094,
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EMAAR THE ECONOMIC CITY
(A Baudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the 1hree-month period ended March 31, 2015

9. INVESTMENT IN AN EQUITY ACCOUNTED INVESTEE {(centinued)

Pursuant Lo the tenna of the revised agreement, the shareholders of FDC have concluded that they
have joint control over PDC and hence the management of the Company hes reclassifed the

investment in an assoclate to “Investment in an equity accounted investee”,

Furthermare, &5 per terms of the revised agreement, the Company has alse provided a corporate
Enarantes to 2 commercial bank, amounting to SAR 269 miltion, timited to its revised sharchalding
percentage in FIXC, 1o ellow FDC to secure Shariah complianl commodily Murahaha facility (o

partially financs the construction costs of the Port.

10. DEFERRED COSTS

201% 2014
(SR'000} (SR"000)
Deferred cosls 8,787 —
Lezs: amortisation 1,988 -
6,799 -

I1, ASSETS CLASSIFIED AR HELD FOR DISPOSAL

The Group has identified certain essets amounting to SR 101 million {2014: 101 million) which are
to be dispesed off in lina with the strategic business plans of the Group. Accordingly, these assets
are classifted as held for disposal. During the period ended March 31, 201 5, these asseis have been

reviewed for impairment and management aseertained that no further impairment is required,

1. ACCOUNTS PAYABLE AND ACCRUALS

2013 2014
(SR000) {SE"(04)

Accouils payable 103,455 190,429
Advance from enstomers 160,233 107,322
Contract cost accruals 169,497 92474
Amount to be donated for charitable pumposes (note 12.1} 70,542 70,692
Actrued expenses and other payables 111,894 110,658
Aanounts due to affiliates (note [3) 3523 2,517
Relentions payahle 112,339 36,978
Zalkat payable (nots 19) 66,069 44,464

B16,557 655,528

12,1 The Board of Directors decided in 2006 to donate the amount eamed on the founding sharchalders’
share capitzal contribution (before mittal public offering) placed in fixed deposils maintained with
a bank befare placing finds under an Islamic deposit scheme. Commission satned an this deposit

15 added to the araount to be donated for charilable purposes.
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EMAAR THE ECONOMIC CITY
{A Saudi Joiot Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUTHTED)
For the three-mouth peried ended March 31, 2015

13, RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one pady has the abilily io control the other party or exercise
significant infiyence an the ather party in making financial and operating degislons.

Related parties include the sharcholder, directors, associnted companies and key management
personnél of the Company.

Related party transaclions mainly represent eervices, expences and other transactions which are
undertaken al mutually agreed terms and spproved by the management.

In zddition to the disclogures set out in nete 9, significant related pariy transactions for the peried
ended March 31,2015 are desceribed as under:

n1s 2014
Balanee Balance
Amountof  recelvabley  Amountof  receivabler
Related pary Mature of ransaciion transaction  (payeble}  imAsssdon (payuble]
{SR*G00) (SR*OD0) (SR000) (SR'0H0)
Afitiate Advances - - - (50,000)
Sale of Lapd - - - 200,000
Commission incone - - - 15,151
Expenses incwrred by
affilintes on behelf of the
Group - {349} - {343)
Expensss incurred by Group
on behalf of en affiliate - &9 - a9
Services provided to the
Group - (2.174) -- {2,17d)
Services providad o the
affrlisle 1427 - - -
Purshase fom affilinle 491 - 4,362 -
Key Remuneration 6,289 (1,158) 2,794 -
menggement
personnel Sale of propesty 1,684 - - -
Board of Merting fre 684 (a4} 6Ed [584)
Dirociors

Sale of propertics — - 25,430 -
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EMAAR THE ECONOMIC CITY
(A Baudi Joint S1ock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

UNAUDITED)
For the three-month period ended March 31, 2015

4. LONG-TERM LOANS

201% 2014
SRN0 SR'000
Balance at Januzry 1 6,131,180 5,274,789
Addion 50,000 -
Intersst for the periog 26,188 26,102
8,507,368 5,301,002
Lass: current portion of long-term loan 757,031 -
Non - current portion of long-term 1oan 5,750,337 5,301,002

14.1 Daring 2011, the Company received aloan of 8R 5,000 million from the Mnistry of Finance (MoF)
for the development of KAEC, The loan is secured againat pledge of 24.7 million sqm of the
Greenficld Land {note 7.1) and earries annpal commission at eovnmercial rates eod is repayable,
with a three years grace period, in seven annual instalments commensciog from June 1, 2015, The
loan balange as at March 31, 2015 also includes acerued commission ameunting lo & 350 million

(2014: SR 301.1 million}.

142 During 2014, the Company has $igned an lslamic facility agreement with a commercial bank for
SR 2,000 million Murabaha liguidity finance Facility that carries commission at commencial rates.
Ag per the termz of the agreement, the loan i3 repayehle in eight bi-ennual instalments from June
30, 2018 to December 31, 2021, The loan iz secured against the pledge of shares of the Company

m PDC and an crder note for SR 2,500 million.

143 During 2014, the Company has signed s facility agreement with g commercial bank for SR 1,000
million thal carrics commiasion at commersial rates. As per the tems of the agreement, the loan
term is door lo door § years with 3 years grace period. Tnorder to comply with the Sharia principles,
an additionat facility of SR 250 million bas beco armanged by the same bank tinked to the first
facility, to penmir the rellover {repayment and drawdown} so that the full SR 100G million is
available to the Company for the first 3 years of the loan. The loan is secured against green fizld

land at KABEC and an order note Sor SE 1,250 nillion.

15. DEFERRED CONTRIBUETON

2015 2014
SR000 SR'000
Belence &t January 1 083,881 332,252
Collections during the period 73,620 128,465
Amoriisaton during tha perlad (16,000) (8,596)
Balance at March 31 1,011,502 643,721

16, SHARE CAPITAL

The authorized, issued and fully paid shere capital of the Company consiats of 850 million shares

of SR 10 cach {2014: B30 miition shares of SR 10 each).
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EMAAR THE ECONDMIC CITY
{A Saudi Joint Stock Company)

NOTES TO TUIE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
For the three-month period ended March 31, 2015

17, EFFECT OF REDUCING THE OWNERSHIF PERCENTAGE IN SUBSIDIARY

During 2013, the sharcholdess of IZDCI. reselvied to change the effective shareholding interest of
the Company in IZDCL e be 93% in line with other proup cotities. The legal formalities in this
respect have been completed during the year ended Decemhber 31, 2014, Consequenlly, the
compeny held 4,950 shares representing 98% {effective) of IZDCL s share capital, compared to

its previous shareholding of 190% (effective) of IZDCLs capilal, prior ta the transaction,

Due to the decrease of he company”s sharcholding in IZDCL, the company®s share in the net asset
of IZDCL has decreased and amoun! equivalent to SE 36,379 was recognized as an vn-realised

loss under equity.

18. EARNINGS PER SHARE

Eamings per share on profit from operations are caleulated by dividing the profit from operations

by the weighted average munber of ordinary sheres of the Company in issue during the period.

Ezrmings per share on net income arfribuiable to sharehelders of the Company are caleulated by
dividing the net ingome by the weighted average nurmber of ordinary shares in isswe of the Company

during the period.
The calculation of diluted sarnings per share iz not applicable te the Company.
10, EAKAT

Charge for the period

The Group haz made & provision of SR 8.8 million for the peciod ended March 31, 2015 (2014: SR

7.5 million}.

Status of assoFsmenty

The Company has filed the Zakat relumns up 10 the year 20i3 and obtasined restricled Zakat

certificates.

The DZIT issued Zakat assessments [or the years 2006 to 2008 and claimed additional Zaket and
withholding tex differences of SR 904 million in addition to delay penalty. The case was
transferred to the Higher Appeal Committes (HAC) which requestsd some additional decuments
which were provided by the Company, In complience of the appeal procedures and without
sdmitting the liability, the Company submitted a bank guarantee and paid under protest the
wlthholding 1ax differences. The HAC issued a decision supporiing the DZIT. The Company
appealed against the HAC decisions at the Bureau of Grisvancs. The Company is of the view that
given a fair review of the assessments, their view may preveil. No provision is made for the

addilional Zakat snd withholding tax Eability in these interim condensed financlal statements.

The DZIT issued Zakat assessmend for the years 2009 to 2011 and claimed addifonal Zakat,
withholing tax and delay penalty differences of SR 64.7 milllen. The Company has filed an
objection against this asgsessment and submitted the documents suppering the objeclion. The
Company s of the view thet given a fair review of the assessments for the years 2009 10 2011, their
view may prevail for most of the flems under objection. On prudence basis, the Company made a

partial provision of SR 26.6 million during 2013,
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EMAAR THE ECONOMIC CITY
{A Saudi Joint Stack Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

{(UNAUDITED}
For the three-month period ended March 31, 201 5

1%, LZAKAT (continued)

20,

21.

ECMHC and IZBCL have finalized their Zakat status up to die year 2011 and have also filed the
Zakat relurn For the year 2012 and obiained sn unrestricted Zakar centificate. The filing of the zakat
return for the year 2013 i in progress.

REOM, KEM and RED were incorpomated during the year ended December 31, 2013 and were not
subject to Zakat. However, these are currently in the process of registration with DZIT.

CONTINGENT LIABILITIES AND COMMITMENTS

) The Group has contracted with its industrial customers to provide property management and
city maintenance scrvices, The costs of providing these serviees to industrial customers may
be higher than the fee or charges that the Group may be able te charge to its industrial
customers, Tha financial effect, if any, ia not cumrenlly precticable lo ssimare.

b) The Group had commitnents as at March 31, 2015 amounting to 3R 2,380 miltica {2014; 8K
1,795 miilion}) related to future capital expeadirure for the development of KAEC,

AFFROVAL OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

The interim eondensed consclidated financial statemnents were approved and authorised to issue by
the Board of Directors on Rejab 1, 1436, corrceponding to April 20, 2015,



