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Kingdom of Saudi Arabia

Indenendent auditor's repart onreview of condensed Iterm
fInancial Statements

To the Shareholders of Tamweel Aloula Company

Introduction

We have reviewed the accompanying 30 June 2019 condensed interim financial statements of Tamweel
AlOula Company (“the Company”) which comprises:

e the condensed statement of financial position as at 30 June 2019;

» the condensed income statement for the three and six month periods ended 30 June 2019;

» the condensed statement of comprehensive income for the three and six month periods ended 30 June
2019;

e the condensed statement of changes in shareholders’ equity for the six month period ended 30 June
2019;

» the condensed statement of cash flows for the six month period ended 30 June 2019; and

» the notes to the condensed interim financial statements.

Management is responsible for the preparation and presentation of these condensed interim financial
statements in accordance with IAS 34, ‘Interim Financial Reporting’ as endorsed in the Kingdom of Saudi
Arabia. Our responsibility is to express a conclusion on these condensed interim financial statements based
on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410,
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ as endorsed in
the Kingdom of Saudi Arabia. A review of interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, and consequently does not enable
us to obtain assurance that we would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

KPMG Al Fozan & Partners Certified Public Accountants, a
registered company in the Kingdom of Saudi Arabia, and a non-partrer
Member firm of the KPMG network of independent firms atfilizted with
KPMG International Cooperative, a Swiss entity
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Indenencient auditor S report on review of condensed nterm
Inancial Statements

To the Shareholders of Tamweel Aloula Company (Continued)

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 30
June 2019 condensed interim financial statements of Tamweel Aloula Company are not prepared, in all
material respects, in accordance with IAS 34, ‘Interim Financial Reporting’ as endorsed in the Kingdom of
Saudi Arabia.

For KPMG Al Fozan & Partners
Certified Public Accountants
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TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

CONDENSED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2019

(Expressed in Saudi Riyals - unless otherwise stated)

30 June 2019 31 December 2018

Notes (Unaudited) (Audited)
ASSETS
Non-current assets
Islamic financing receivables 6 147,426,934 156,440,690
Right-of-use assets 2,098,836 -
Intangible assets 1,717,430 1,982,603
Property and equipment 1,005,688 1,330,036
Equity investment 7 892,850 892,850
Total non-current assets 153,141,738 160,646,179
Current assets
Current maturity of islamic financing receivables 6 135,886,071 129,247,074
Prepayments and other receivables 4,895,734 5,968,524
Cash and cash equivalents 41,227,441 33,355,767
Total current assets 182,009,246 168,571,365
TOTAL ASSETS 335,150,984 329,217,544
SHAREHOLDERS’ EQUITY AND LIABILITIES
SHAREHOLDERS’ EQUITY
Share capital 9 250,000,000 250,000,000
Statutory reserve 5,692,086 5,692,086
Retained earnings 9,621,414 20,546,753
TOTAL SHAREHOLDERS’ EQUITY 265,313,500 276,238,839
LIABILITIES
Non-current liabilities
Loans and borrowings 8 31,246,498 25,665,022
Government grant 3,721,279 1,468,127
Employees’ benefits 3,614,577 3,475,926
Lease liabilities 861,842 -
Total non-current liabilities 39,444,196 30,609,075
Current liabilities
Loans and borrowings - current portion 8 16,234,629 13,657,696
Accounts payable 7,766,702 3,573,356
Due to related parties 10 170,441 1,792,282
Accrued expenses and other liabilities 3,985,596 2,877,161
Lease liabilities — current 1,037,522 -
Zakat provision 15 1,198,398 469,135
Total current liabilities 30,393,288 22,369,630
TOTAL LIABILITIES 69,837,484 52,978,705
TOTAL SHAREHOLDERS’ EQUITY AND
LIABILITIES 335,150,984 329,217,544

Mr. Hani Hassan Abdulah Alafaliq
Chairman Managing Director

Mr. Saleh Hassan Abdullah Alafaliq = Mr. Ahmad Abdel Azeem
Chief Financial Officer

The accompanying notes from 1 to 18 form an integral part of these condensed interim financial statements.



TAMWEEL ALOULA COMPANY
(CLOSED JOINT STOCK COMPANY)
CONDENSED INCOME STATEMENT

FOR THE THREE AND SIX MONTH PERIOD ENDED 30 JUNE 2019

(Expressed in Saudi Riyals - unless otherwise stated)

For the three For the six
month month
For the three period ended For the six period ended
month 30 June month 30 June
period ended 2018 period ended 2018
30 June 2019 (Unaudited) 30 June 2019 (Unaudited)
Notes (Unaudited) (Restated) (Unaudited) (Restated)

INCOME
Income from operations
Finance lease 9,622,905 9,494,731 19,574,300 19,671,667
Income from other activities
Other income 428,456 75,417 703,891 554,942
Total income 10,051,361 9,570,148 20,278,191 20,226,609
EXPENSES
Finance cost and bank charges 11 (1,014,691) (46,895) (1,689,391) (94,781)
zﬂffvrl‘:fe": Expenses forfinance |essing (1,133,064) (1,923,425) (2,149,495) (4,000,156)
Salaries and employee related expenses (4,569,737) (3,914,746) (8,355,630) (7,986,772)
Rent and premises related expenses - (244,054) - (492,884)
Depreciation and amortization (588,900) (260,455) (1,145,747) (518,472)
Other general and administrative expenses (1,631,950) (896,801) (3,291,614) (2,439,743)
Total expenses (8,938,348) (7,286,376) (16,631,877) (15,532,808)
PROFIT BEFORE ZAKAT 1,113,013 2,283,772 3,646,314 4,693,801
Zakat for the period (222,603) (185,003) (729,263) (185,003)
PROFIT FOR THE PERIOD 890,410 2,098,769 2,917,051 4,508,798
Basic and diluted - earnings per share 12 0.04 0.08 0.12 0.18

The accompanying notes from 1 to 18 form an integral part of these condensed interim financial statements.
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TAMWEEL ALOULA COMPANY
(CLOSED JOINT STOCK COMPANY)

CONDENSED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019

(Expressed in Saudi Riyals - unless otherwise stated)

Profit for the period

Other comprehensive income

Total comprehensive income for the period

For the three For the six
For the three month period For the six month period
month period ended 30 June month period ended 30 June
ended 30 June 2018 ended 30 June 2018
2019 (Unaudited) 2019 (Unaudited)
(Unaudited) (Restated) (Unaudited) (Restated)
890,410 2,098,769 2,917,051 4,508,798
890,410 2,098,769 2,917,051 4,508,798

The accompanying notes from 1 to 18 form an integral part of these condensed interim financial statements



TAMWEEL ALOULA COMPANY
(CLOSED JOINT STOCK COMPANY)

CONDENSED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

1 January 2019

Total comprehensive income for the period
Dividends

30 June 2019 (Unaudited)

1 January 2018 (Unaudited)

Total comprehensive income for the period
Dividends

30 June 2018 (Unaudited)

Share Statutory Retained
Capital reserve earnings Total
250,000,000 5,692,086 20,546,753 276,238,839
- - 2,917,051 2,917,051
- - (13,842,390) (13,842,390)
250,000,000 5,692,086 9,621,414 265,313,500
250,000,000 4,492,620 38,952,223 293,444,843
- - 4,508,798 4,508,798
g - (28,922,724) (28,922,724)
250,000,000 4,492,620 14,538,297 269,030,917

The accompanying notes from 1 to 18 form an integral part of these condensed interim financial statements



TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

CONDENSED STATEMENT OF CASH FLOWS

FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

For the six For the six
Month period Month period
ended 30 June ended 30 June
2019 2018
(Unaudited) (Unaudited)
OPERATING ACTIVITIES
Profit before zakat 3,646,314 4,693,801
Adjustments for:
Depreciation and amortization 1,145,747 518,472
Finance cost and bank charges 1,689,391 94,782
Employees’ benefits 310,687 668,049
Grant income realised during the period (530,154) -
Loss on disposal of property and equipment - 4,198
6,261,985 5,979,302
Working capital adjustments:
Net investment in islamic financing receivables 2,374,759 (23,551,610)
Prepayments and other receivables 1,072,790 465,604
Due to related parties (1,621,841) (9,532,688)
Accounts payable 4,193,346 (4,727,752)
Accrued expenses and other liabilities 1,108,435 1,345,342
13,389,474 (30,021,802)
Employees’ benefits paid (172,036) (18,024)
Lease rentals paid (738,716) -
Finance cost and bank charges paid (679,792) (94,782)
Net cash from / (used in) operating activities 11,798,930 (30,134,608)
INVESTING ACTIVITIES
Acquisition of property and equipment (63,218) (127,394)
Net cash used in investing activities (63,218) (127,394)
FINANCING ACTIVITIES
Dividend paid (13,842,390) (28,922,724)
Proceeds from loans and borrowings 35,000,000 -
Repayment of loans and borrowings (25,021,648) *
Net cash used in financing activities (3,864,038) (28,922,724)
Net increase / (decrease) in cash and cash equivalents 7,871,674 (59,184,726)
Cash and cash equivalents at beginning of the period 33,355,767 60,988,646
Cash and cash equivalent at end of the period 41,227,441 1,803,920

The accompanying notes from 1 to 18 form an integral part of these condensed interim financial statements.
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2.1.

TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

. CORPORATE INFORMATION

Tamweel Aloula Company (“the Company”) is a Saudi closed joint stock company established under the Regulations for
Companies in the Kingdom of Saudi Arabia. The Company is registered in Dammam under commercial registration number
2050055043 dated 15 Ramadan 1436 corresponding to 2 July 2015 and operating under company license number 39/A
Sh/201512 dated 21 Safar 1437H corresponding to 3 December 2015 issued by Saudi Arabian Monetary Agency
(“SAMA”).

The principal activities of the Company are financing lease and consumer lease.

The Company’s registered office is located in Dammam at the following address:

Tamweel Aloula Company

Al Khobar Dammam Highway
Al Kifah Tower

P.O. Box 7355, Dammam 31462

Kingdom of Saudi Arabia

In accordance with the By-laws of the Company, the Company acquired the operations, related assets and liabilities of
Tamweel for Trading and Installments, a branch of Al Kifah Trading Company (a shareholder), as at 2 July 2015. The details
of net assets acquired are as follows:

Amount - SR
Cash and cash equivalents 16,866,415
Net investment in islamic financing receivables 463,387,079
Allowance for lease losses (8,892,725)
Advances, prepayments and other receivables 3,069,010
Property and equipment, net 3,045,610
Intangible assets, net 45,189
Pre — organization expenses 2,362,716
Capital work in progress 3,112,500
Total assets 482,995,794
Long term loans from related parties (303,829,810)
Accounts payable (36,284,233)
Accrued expenses and other liabilities (4,743,372)
Employees’ end of service benefits (1,105,110)
Total liabilities (345,962,525)
Net assets transferred 137,033,269

Cash consideration paid by the Company is equal to the book value of net assets transferred, which approximate the fair
market value.

Furthermore, in October 2015, the Company has disposed certain financial assets (investment in finance lease) to Al Kifah
Trading Company (a shareholder), amounted to SR 66.8 million. Lease receivables and related unearned finance lease income
transferred were amounted to SR 71.5 million and SR 4.7 million, respectively.

Management has notified SAMA about these transactions in order to obtain a no-objection letter as required by Implementing
Regulations of the Finance Companies Control Law which has not been received till the statement of financial position date.

BASIS OF ACCOUNTING

Statement of compliance

The condensed interim financial statements of the Company as at and for the period ended 30 June 2019 have been prepared
in accordance with International Accounting Standard - Interim Financial Reporting IAS 34 as endorsed in the Kingdom of
Saudi Arabia.

The financial statements of the Company as at and for the period and year ended 31 March 2019 and 31 December 2018,
respectively, were prepared in compliance with the 1AS 34 and the International Financial Reporting Standards (“IFRS™)
respectively, as modified by SAMA for the accounting of zakat and income tax (relating to the application of IAS 12 —
“Income Taxes” and IFRIC 21 — “Levies” so far as these relate to zakat and income tax) and the Regulations for Companies
in the Kingdom of Saudi Arabia.



2.2.

2.3.

4.1

TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

BASIS OF ACCOUNTING (Continued)

.1. Statement of compliance (Continued)

On 17 July 2019, SAMA instructed financing institutions in the Kingdom of Saudi Arabia to account for the zakat and income
taxes in the income statement. This aligns with the IFRS and its interpretations as issued by the International Accounting
Standards Board (“IASB”) and as endorsed in the Kingdom of Saudi Arabia.

Accordingly, the Company changed its accounting treatment for zakat by retrospectively adjusting the impact in line with
International Accounting Standard 8 Accounting Policies, Changes in Accounting Estimates and Errors and the effects of
this change are disclosed in Note 4.1 to the condensed interim financial statements.

Basis of preparation

The Company has prepared these condensed interim financial statements under the historical cost convention on the accrual
basis of accounting and going concern concept except for liability for employees” benefits which is recognised at the present
value of future obligations using the Projected Unit Credit Method.

Functional and presentational currency

Items included in these condensed interim financial statements are measured using the currency of the primary economic
environment in which the Company operates. These financial statements are presented in Saudi Riyals, which is the
Company’s functional and presentation currency. All financial information presented in Saudi Riyals has been rounded to
the nearest Riyal, unless otherwise mentioned.

USE OF JUDGEMENTS AND ESTIMATES
In preparing these condensed interim financial statements, management has made judgments and estimates that affect the

application of accounting policies and reported amounts of the assets and liabilities, income and expense. Actual results may
differ from these estimates.

The significant judgements made by management in applying the Company’s accounting policies and key sources of
estimation uncertainities were the same as described in the last annual financial statements.

Zakat provision

Uncertainities exists with respect to the interpretation of the Regulations for financial sector in relation to Zakat. Given the
wide range of business relationships and the nature of contractual agreements, differences arising between the actual results
and the assumptions made, or future changes to such assumptions, could necessitate future adjustment to Zakat provision
already recorded. The Company establishes provisions, based on reasonable estimates, for possible consequences of
finalization of Zakat assessment.

. CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

The accounting policies used in the preparation of the condensed interim financial statements are consistent with those
followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2018, except for
the change in the accounting for zakat and income tax and to the lessee accounting under IFRS 16, which are described in
Note 4.1 and 4.2 respectively.

The changes in accounting policies are also expected to be reflected in the Company’s annual financial statements for the
year ending 31 December 2019.

Zakat

As mentioned in Note 2.1, the statement of compliance has been changed for the period ended 30 June 2019 as a result of
the issuance of latest instructions from SAMA dated 17 July 2019. Previously, zakat and income tax were recognized in the
statement of changes in shareholders® equity as per the SAMA circular no 381000074519 dated 11 April 2017. With the
latest instructions issued by SAMA dated 17 July 2019, the zakat and income tax shall be recognized in the income statement.
The Company has accounted for this change in the accounting for zakat retrospectively.

The effect of the above change has resulted in reduction of reported income of the Company for the three month and six
month periods ended 30 June 2018 by SR 0.18 million (31 December 2018: SR 0.41 million). Had there been no change in
the accounting policy the income for the three month period ended 30 June 2019 would have been higher by SR 0.22 million
and six month period ended 30 June 2019 by SR 0.73 million. This change does not have any impact on statement of financial
position, statement of cash flows and equity of the Company, therefore condensed interim financial statements are not
restated.



TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

The Company has initially adopted IFRS 16 Leases from 1 January 2019. A number of other new standards are effective
from 1 January 2019, as described in Note 5 below, but they do not have a material effect on the Company’s financial
statements.

IFRS 16 introduced a single, on-balance sheet accounting model for lessees. As a result, the Company, as a lessee, has
recognised right-of-use assets representing its rights to use the underlying assets and lease liabilities representing its
obligation to make lease payments. Lessor accounting remains similar to previous accounting policies.

The Company has applied IFRS 16 using modified retrospective approach, under which the right of use asset is measured at
an amount equal to the lease liability and the lease liability is measured on the date of initial application at the present value
of remaining lease payments. Accordingly, the comparative information presented for 2018 has not been restated —i.e. it is
presented, as previously reported, under IAS 17 and related interpretations. The details for the changes in accounting policies
are disclosed below:

A. Definition of a lease

Previously, the Company determined at contract inception whether an arrangement was or contained a lease under [FRIC 4
Determining whether an arrangements contains a Lease. The Company now. assesses whether a contract is or contains a
lease based on new definition of a lease. Under IFRS 16, a contract is, or contains, a lease it the contract conveys a right to
control the use of an identified asset for the period of time it exchange the consideration.

On transition to IFRS 16, the Company eclected to apply practical expedient to grandfather the assessment of which
transactions are leases. It applied IFRS 16 only to contracts that were previously identified as leases. Contracts that were not
identified as leases under IAS 17 and IFRIC 4 were not reassessed. Therefore, the definition of a lease under IFRS 16 has
been applied only to contracts entered into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains a lease component, the Company allocates the consideration in
the contract to each lease and non-lease component on the basis of their relative stand-alone prices. However, for leases of
properties in which it is a lessee, the Company has elected not to separate non-lease components and will instead account for
the lease and non-lease components as a single lease component.

B. As alessee
The Company has three rental agreements to be classified as right-of-use assets.

As a lessee, the Company previously classified lease as operating lease or finance lease based on its assessment of whether
the lease transferred substantially all of the risks and rewards of ownership. The Company presents right-of-use assets that
do not meet definition of investment property as right-to-use assets

The Company presents lease liabilities as separate line item in condensed statement of financial position.

i Significant accounting policies

The Company recognizes the right-of-use assets and lease liability at the commencement date. The right-to-use asset is
initially measured at cost, and subsequently at cost less any accumulated depreciation and accumulated impairment
losses, and adjusted for certain remeasurements of lease liability.

The lease liability is initially measured at the present value of the remaining lease payments, discounted using the
Company’s incremental borrowing rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payments
made. It is remeasured when there is a change in future lease payments arising from a change in an index or rate, change
in the estimate amount expected to be payable under a residual value guarantee, or as appropriate, changes in the
assessment of whether a purchase or extension option is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

The Company has applied judgment to determine the lease term for lease contracts in which it is a lessee that include
renewal options. The assessment of whether the Company is reasonably certain to exercise such options impacts the
lease term, which significantly affects the amount of lease liabilities and right-of-use assets recognised.



4.2

TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

B. As alessee (Continued)
ii.  Transition

Previously, the Company classified property leases as operating lease under IAS 17. These include office and
showrooms. The leases typically run for a period of three years. Some lease include an option to renew the lease for an
additional period of three years after the end of the non-cancellable period.

At transition, for lease classified as operating leases under IAS 17, lease liability were measured at the present value of
remaining lease payments, discounted at the Company’s incremental borrowing rate as at 1 January 2019. Right-of-use
assets are measured at either:

- their carrying amount as if IFRS 16 had been applied since commencement date, discounted using the lessee’s
incremental borrowing rate at the date of initial application; or
- an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease payments

The Company used the following practical expedients when applying IFRS 16 to lease previously recognised as
operating lease under IAS 17.

- Excluded initial directs costs from measuring the right-of-use asset at the date of initial application.
- Used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.

C. As alessor

The accounting policies applicable to the Company as a lessor are not different from those under IAS 17. However, when
the Company is an intermediate lessor the sub-leases are classified with reference to right-of-use arising from head leases,
not with reference to the underlying assets.

The Company is not required to make any adjustments on transition to IFRS 16 for lease in which it acts as a lessor. However,
the Company has applied IFRS 15 Revenue from Contract with Customers to allocate consideration in the contract to each
lease and non-lease component.

D. Impact on condensed interim financial statements

i. Impacts on transitions

On transition to IFRS 16, the Company recognised additional right-of-used assets including additional lease liabilities,
recognising the difference in condensed income statement. The impact on transition is summarised below:

Impact of adoption on condensed statement of financial position as at 1 January 2019

Non-current Current Total
Assets
Rights-of-use assets 2,591,844 - 2,591,844
Liabilities
Lease liabilities 738,717 1,853,127 2,591,844

Impact of adoption on condensed income statement for the six-month period ended 30 June 2019

When measuring lease liabilities for leases that were classified as operating lease, the Company discounted lease
payments using its incremental borrowing rate as at 1 January 2019,

Particulars Total
Increase in depreciation expenses 493,008
Decrease in operating lease expenses (514,325)
Increase in finance cost 46,236
Net decrease in profit before Zakat 24,919




TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

5. STANDARDS, NEW PRONOUNCEMENTS AND INTERPRETATIONS

New International Financial Reporting Standards (IFRS), International Financial Reporting and Interpretations
Committee’s interpretations (IFRIC) and amendments thereof, adopted by the Company

The following new or amended standards adopted during the period, which did not have significant impact on the condensed
interim financial statements.

IFRIC 23 Uncertainty over Income Tax Treatments.

Prepayment Features with Negative Compensation — Amendments to IFRS 9

Long-term Interests in Associates and Joint Ventures — Amendments to IAS 28

Plan Amendment, Curtailment or Settlement — Amendments to IAS 19, and

Annual improvements 2015-2017 Cycle (Amendments to IFRS 3, TFRS 11, IAS 12 and IAS 23).

In addition to the above, IFRS 16 Leases is applicable from 1 January 2019. Changes to significant accounting policies are
described in Note 4.

Standards, interpretations and amendments to published standards that will be effective for the periods commencing
after 1 January 2020 and have not been early adopted by the Company

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Company’s condensed
interim financial statements are disclosed below. The Company intends to adopt these standards, if applicable, when they
become effective.

The Company’s management decided not to choose the early adoption of the following new and amended standards and
interpretations issued which will become effective for the period commencing after 1 January 2020.

Amendments to References to Conceptual Framework in IFRS Standards;

Definition of a Business (Amendments to IFRS 3);

Definition of Material (Amendments to IAS 1 and IAS 8);

IFRS 17 Insurance Contracts; and

Sale or Contribution of Assets between an Investor and its Associates or Joint Venture (Ammendments to IFRS 10 and
IAS 28).

6. ISLAMIC FINANCING RECEIVABLES

30 June 2019 31 December 2018
(Unaudited) (Audited)
Islamic financing receivables 323,240,166 327,420,339
Residual value 33,146,889 35,040,956
Gross Islamic financing receivables 356,387,055 362,461,295
Unearned financing income (60,205,326) (63,904,807)
Net Islamic financing receivables 296,181,729 298,556,488
Provision for Islamic financing receivables (12,868,724) (12,868,724)
283,313,005 285,687,764
Current maturity (135,886,071) (129,247,074)
147,426,934 156,440,690

6.1 There was no movement in provision for lease losses during the period:

30 June 2019 31 December 2018

(Unaudited) (Audited)
Opening balance for the period / year 12,868,724 13,123,354
Reversal during the period - (254,630)
Closing balance for the period / year 12,868,724 12,868,724

10



TAMWEEL ALOULA COMPANY

(CLOSED JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019
(Expressed in Saudi Riyals - unless otherwise stated)

ISLAMIC FINANCING RECEIVABLES (Continued)

6.2 Islamic financing receivables includes amount due from a shareholder, Al Kifah for Building Materials Company,
amounting to SR 11.02 million (31 December 2018: SR 9.39 million) and SR 9.81 million (31 December 2018: SR 14.97
million) in current and non-current maturities, respectively. Islamic financing receivables also includes amount due from
another shareholder, Al Kifah Contracting Company, amounting to SR 8.60 million (31 December 2018: SR 6.99 million)
and SR 14.01 million (31 December 2018: SR 18 million) in current and non-current maturities, respectively.

6.3 The maturity of the gross Islamic financing receivables as at 30 June 2019 is as follows:

Gross investment Unearned leases Net investment in
in finance leases finance income finance leases
(Unaudited) (Unaudited) (Unaudited)
Not later than one year 182,945,915 (34,191,120) 148,754,795
Later than one year but not later than five years 173,441,140 (26,014,206) 147,426,934
356,387,055 (60,205,326) 296,181,729

The maturity of the gross investment in finance leases as at 31 December 2018 is as follows:

Gross investment in Unearned leases Net investment in
finance leases finance income finance leases
(Audited) (Audited) (Audited)
Not later than one year 178,867,740 (36,121,941) 142,745,799
Later than one year but not later than five years 183,593,555 (27,782,866) 155,810,689
362,461,295 (63,904,807) 298,556,488

6.4 The Company's implicit rate of return on Islamic financing is in market rate range. These are secured against financing
assets and down payments. The Company's major activities for islamic financing are for cars and heavy equipment.

6.5 Islamic financing receivables includes murabaha contracts amounting to SR 2.26 million (31 December 2018: SR 2.7
million) and Tawaruq contracts amounting to SR 8.24 million as at 30 June 2019 (31 December 2018: SR Nil).

6.6 As at 30 June 2019, the contractual rights and the titles of certain assets subject to the islamic financing arrangements are
under the name of Al Kifah Trading Company (a shareholder) amounting to SR 26.49 million (31 December 2018: SR 39
million) of islamic financing receivable. The shareholder has waived rights over these assets and confirmed that the risks and
rewards pertaining to the assets have been transferred to the Company.

EQUITY INVESTMENT

Based on the instructions of Saudi Arabian Monetary Authority “SAMA” in the month of December of 2017 to establish a
new entity that will register the leasing contracts in the Kingdom of Saudi Arabia called “Saudi for Leasing Registration
Company (“the Investee”). SAMA has instructed all leasing companies and banks to contribute to the capital of the new
investee. The Company has contributed SAR 892,850, towards 89,285 shares (2.38% of total shares) and paid the amount in
December 2017.

The Company has accounted for the investment at cost in the absence of an open market for the investee’s shares.
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LOANS AND BORROWINGS

The loans and borrowings of the Company as of 30 June 2019 and 31 December 2018

is as follows:

Carrying Carrying
Face value amount amount
2019 2019 2018
Maturity (Unaudited) (Unaudited) (Audited)
Current portion of loans and borrowings
Term loan 1 2021 6,666,662 6,001,097 5,818,405
Term loan 2 2022 11,666,667 10,233,532 -
Tawarruq Financing 2019 - - 7,839,291
18,333,329 16,234,629 13,657,696
Carrying Carrying
Face value amount amount
2019 2019 2018
Maturity (Unaudited) (Unaudited) (Audited)
Non-current portion of loans and borrowings
Term loan 1 2021 10,000,007 9,740,521 12,788,219
Term loan 2 2022 22,361,111 21,505,977 5
Tawarruq Financing 2019 - - 12,876,803
32,361,118 31,246,498 25,665,022
Aggregate maturities of the long-term loans at 30 June and 31 December 2018 were as follows:
2019 2018
(Unaudited) (Audited)
2019 7,989,917 13,657,696
2020 16,752,328 14,255,018
2021 17,841,387 11,410,004
2022 4,897,495 -
47,481,127 39,322,718

Tawarruq Financing

During the period ended 31 December 2018, the Company obtained Tawarruq financing facility from a local commercial
bank amounting to SR 100 million. The Company had withdrawn first tranche of SR 25 million as per the loan agreement to
finance the purchase of assets for leasing services. The facility was repayable in 36 equal monthly installments which
commenced from August 2018. The loan carries interest at market rate (SIBOR plus margin) and was secured with personal
and corporate guarantees. During the previous three month period ended 31 March 2019, the loan has been settled.

Term Loans

During the period ended 31 December 2018, the Company had obtained a long term loan from a government bank amounting
to SR 20 million to finance the purchase of assets for leasing services for small and medium entities. These facilities are
repayable in 36 equal monthly installments commencing from January 2019. The loan agreement does not include any
covenants to maintain financial ratios during the loan period. Subsequently as of 30 June 2019, the Company has obtained
an additional loan of SR 35 million under similar terms. The loans are carried at fair value using internal rate of return
equivalent to the commercial market rate. The difference of carrying amount and face value as at 30 June 2019, is treated as
government grant.

SHARE CAPITAL
The pattern of shareholding as of 30 June 2019 (unaudited) and 31 December 2018 (audited) is as follows:

Ownership Number of

percentage shares Amount — SR
Al Kifah Holding Company 80 20,000,000 200,000,000
International Developers Company 5 1,250,000 12,500,000
Al Kifah for Building Materials Company 5 1,250,000 12,500,000
Al Kifah Trading Company 5 1,250,000 12,500,000
Al Kifah Contracting Company 5 1,250,000 12,500,000

100 25,000,000 250,000,000
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RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if the party has the ability to control or exercise significant influence over the Company’s
operating and financial decisions. The related parties represent the shareholders, the members of Board of Directors and the
companies of which they are shareholders as well as the key management personnel. The management has approved the
terms relating to the related party transactions. Following are the related parties of the Company and the amounts of
significant transactions:

For the six month For the six month
period ended 30 period ended 30
June 2019 June 2018
(Unaudited) (Unaudited)
Transactions:
Al Kifah Holding Company — a shareholder
Value added tax paid on behalf of the Company 700,542 615,783
Payment against value added tax paid on behalf of the Company (1,616,930) -
Advertising expenses 403,618 292,910
Amount paid against advertising expenses (434,900) (172,028)
Services provided 1,343,075 120,882
Amounts paid against services (1,657,685) (326,308)
Al Kifah for Building Materials Company (Al Kifah Building
Equipment Branch ) - a sharcholder
Heavy machinery and equipment sales financed by the Company 6,217,500 37,714,450
Amount paid against machinery and equipment financed (6,130,000) (45,389,450)
Amount collected against Islamic financing receivables (4,734,884) (2,458,333)
Al Kifah Real Estate Company - other related party
Annual rent for the Company’s Head Office - 182,792
Rent paid by the Company - (307,587)
Services provided 266,800 -
Amount paid against services (269,270) -
Al Kifah Contracting Company - a shareholder
Amount due against construction of new office 300,000 -
Amount paid against construction of new office (300,000)
Amount collected against islamic financing receivables (3,319,446) -
Al Kifah Information Technology Company - other related party
Information technology fee 739,096 182,430
Amount paid against Information technology fee (1,134,799) (5,462)
Al Kifah Trading Company - a shareholder
Assets purchased for the purpose of islamic financing - 3,297,902
Amount paid against assets purchased - (2,958.,902)
Management fee received by the Company (30,000) -
Refund of excess balance, net (18,888) -
Al Kifah for Shore Advisory Services - other related party
Amount paid against services - (62,500)

13
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RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

i) The above mentioned transactions with related parties resulted in the following balances:

Due to related parties: 30 June 2019 31 December 2018
(Unaudited) (Audited)
Al Kifah for Building Materials Company 108,250 20,750
Al Kifah Holding Company 39,599 1,301,879
Al Kifah Information Technology Company 22,592 418,295
Al Kifah Real Estate Company - 2,470
Al Kifah Trading Company - 48,888
170,441 1,792,282
ii) Key management personnel compensation comprised of the following transactions:
For the six month For the six month
period ended 30 period ended 30
June 2019 June 2018
(Unaudited) (Unaudited)
Transactions:
Compensation of key management personnel. 1,522,999 1,044,407
FINANCE COST AND BANK CHARGES
For the six month For the six month
period ended 30 period ended 30
June 2019 June 2018
(Unaudited) (Unaudited)
Finance cost on loans and borrowings 1,592,725 -
Bank charges 50,430 94,781
Finance charge on lease liability 46,236 -
1,689,391 94,781

BASIC AND DILUTED EARNINGS PER SHARE
The basic and diluted earings per share is calculated by dividing the profit for the period attributable to the shareholders
by weighted average number of shares at the end of the period.

SEGMENT REPORTING

A segment is a distinguishable component that is engaged in providing leases (a business segment), which is subject to risks
and rewards that are different from those of other segments.

The Company essentially monitors its business as a single business segment and accordingly it is management’s opinion that
segment reporting would not be relevant. The Company only operates in the Kingdom of Saudi Arabia.

RISK MANAGEMENT

Risk is inherent in the Company's activities and is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Company's continuing
profitability. The Company's activities are exposed to a variety of financial risks which mainly include market risk, credit risk
and liquidity risk.

14
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14. RISK MANAGEMENT (Continued)

14.1 Risk management structure
Board of Directors

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the Company's risk
management framework. The Board is also responsible for developing and monitoring the Company's risk management
policies.

Audit Committee

The audit committee is appointed by the Board of Directors. The audit committee assists the Board in carrying out its
responsibilities with respect to assessing the quality and integrity of financial reporting and risk management, the audit thereof
and the soundness of the internal controls of the Company.

Internal Audit

All key operational, financial and risk management processes are audited by the Internal Audit. Internal audit examines the
adequacy of the relevant policies and procedures, the Company's compliance with the internal policies and regulatory
guidelines. Internal audit discusses the results of all assessments with management and reports its findings and
recommendations to the Audit Committee.

Financial assets

30 June 2019 31 December 2018

(Unaudited) (Audited)
Financial assets measured at fair value:
Equity investments 892,850 892,850
Total financial instruments at fair value 892,850 892,850
Financial assets measured at amortized cost:
Net islamic financing receivables 283,313,005 285,687,764
Bank balances and short term deposit 41,227,441 33,355,718
Other receivables 3,116,351 2,420,931
Total financial assets at amortized cost 327,656,797 321,464,413
Total financial assets 328,549,647 322,357,263
Financial liabilities
Financial liabilities measured at amortized cost

30 June 2019 31 December 2018

(Unaudited) (Audited)
Loans and borrowings 47,481,127 39,322,718
Accounts payable 7,766,702 3,573,356
Accrued expenses and other liabilities 921,626 1,649,198
Due to related parties 170,441 1,792,282
Lease liabilities 1,899,364 -
Total financial assets at amortized cost 58,239,260 46,337,554

The risks faced by the Company and the way these risks are mitigated by management are summarized below.
14.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to
incur a financial loss. The Company has established procedures to manage credit exposure including evaluation of lessees’
credit worthiness, formal credit approvals, assigning credit limits, obtaining collateral such as down payments and personal
guarantees. Individual islamic financing contracts generally are for term not exceeding sixty- months.

The credit risks on gross amounts due in relation to the islamic financing receivables is mitigated by the retention of title on
financed assets and down payments.
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RISK MANAGEMENT (Continued)

14.2 Credit risk (Continued)

14.2.1 Expected credit loss assessment for Islamic financing receivable balances

The islamic financing receivable generally expose to significant credit risk. Therefore, the Company has established a number
of procedures to manage credit exposure including evaluation of lessees' credit worthiness, formal credit approvals, assigning
credit limits, obtaining collateral and personal guarantees.

The Company follows a credit classification mechanism, primarily driven by day’s delinquency as a tool to manage the
quality of credit risk of the islamic financing receivable. Further, the Company has categorized its islamic financing
receivable into sub categories on the basis of similar credit risk characteristics. Exposures within each credit risk category
are segmented by industrial classification and an ECL rate is calculated for each segment based on the delinquency status
and actual credit loss experience over the past years. These rates are multiplied by scaler factors to reflect differences between
economic conditions, current conditions and the Company’s’ view of economic conditions over the expected lives of the
receivables.

Movement in provision for lease losses is described in Note 6.1.
14.3 Fair values of financial assets and financial liabilities

When measuring the fair value of an asset or a liability, the Company uses observable market data as far as possible. Fair
values are categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques as
follows:

* Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

* Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

* Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

As at condensed statement of financial position date all financial assets and financial liabilities are measured at amortized
cost except for equity investment, which is classified under FVTPL and categorized under level 3 of fair value hierarchy.
Fair value of financial asset classified under FVTPL is not significantly different from the carrying value included in the
condensed interim financial statements.

ZAKAT MATTERS
The Compamy is subject to Zakat in accordance with the regulations of the General Authority of Zakat and Income Tax

(“GAZT”). Zakat expense is charged to the income statement. Zakat is not accounted for as income tax and as such no

deferred tax is calculated relating to zakat.

Significant components of Zakat base of the Company principally comprise of shareholders’ equity at the beginning of the
period, adjusted net income and certain other items.

On 14 March 2019, the General Authority of Zakat and Tax (“GAZT?”) in the Kingdom of Saudi Arabia (KSA) issued rules
for financing activities and are applicable for entities conducting financing activities. The rules are applicable to fiscal years
commenced on or after 1 January 2019, and provide for minimum and maximum cap for Zakat base, Zakat base is computed
and compared with minimum and maximum cap. If the zakat computed on zakat base under the rules is lower than the
minimum cap then the liability is increased to the minimum cap. Alternatively, if the zakat computed on zakat base is higher
than the maximum cap then the liability is restricted to maximum cap (Note 3). The Company has recorded zakat based on
the applicable regulations issued by GAZT.

Provision for Zakat
Provision for Zakat has been made at 2.5% of approximate Zakat base attributable to the Saudi shareholders of the Company.
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ZAKAT MATTERS (Continued)

Imapct of change in accounting treatment for zakat:
The change in the accounting treatment for zakat as explained in note 4.1 has the following impact on the line items of the
income statement and changes in shareholders' equity:

As at and for the three and six month periods ended 30 June 2018:

Before the As restated as at
restatement for the and for the three
three and six month and six month
Financial statement period ended 30 Effect of period ended 30
impacted Account June 2018 restatement June 2018
Income statement Zakat expense - 185,003 185,003
As at 31 December 2018:
Before the
Financial statement restatement 31 Effect of As restated as at
impacted Account December 2018 restatement 31 December 2018
Income statement Zakat expense - 411,874 411,874

There is no impact arising on the retained earnings from the revised treatment of zakat, as this is now charged through income
statement instead of earlier treatment of direct charge to the retained earnings.

SUBSEQUENT EVENTS

There were no significant events between the date of condensed statement of financial position and date of approval of
condensed interim financial statements, which requires adjustments / disclosure in these condensed interim financial
statements.

DIVIDENDS

During the period, the shareholders have approved distribution of cash dividend amounting to SR 13,842,390 (SR 0.55 per
share) against earnings of year 2018 (30 June 2018: SR 28,922,724) as recommended by the Board of Directors and approved
by SAMA. The Company has distributed and paid this dividend during the period.

APPROVAL OF CONDENSED INTERIM FINANCIAL STATEMENTS
These condensed interim financial statements were approved on 28 July 2019G cotresponding to 25 Dhul Qadah 1440H.
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