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INDEPENDENT AUDITOR’S REPORT

The Shareholders

Al Murabah Al Marinah Financing Company
(A Saudi Closed Joint Stock Company)
Riyadh, Saudi Arabia

We have audited the accompanying financial statements of Al Murabah Al Marinha Financing
Company - A Saudi Closed Joint Stock Company (the “Company”) which comprise the statement
of financial position as at 31 December 2015 and the related statements of comprehensive income,
changes in shareholders’ equity and cash flows for the year then ended and the attached notes 1
through 21 which form an integral part of these financial statements.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and in compliance with Article 123
of the Regulations for Companies and the Company’s by-laws and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error. Management has provided us with all
the information and explanations that we require relating to our audit of these financial statements.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with generally accepted auditing standards in the Kingdom of
Saudi Arabia and International Standards on Auditing. Those standards require that we comply with
relevant ethical requirements and plan and perform the audit to obtain reasonable assurance whether
the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal controls relevant to the
Company’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal controls. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

KPMG Al Fozan & Partners Certifiad Public Accountants, &
registered company in the Kingdom of Saudi Arabia, and a non-
partner member firm of the KPMG network of independent firms
pffilisted with KPMG International Cooperative, a Swiss entity.



Opinion

In our opinion, the financial statements taken as a whole:

i) present fairly, in all material respects, the financial position of the Company as at 31 December
2015 and the results of its operations and its cash flows for the year then ended in accordance
with International Financial Reporting Standards; and

ii) comply with the requirements of the Regulations for Companies and the Company's by-laws in
so far as they affect the preparation and presentation of the financial statements.

For KPMG Al Fozan & Partners
Certified Public Accountants

Abdullah Hamad Al Fozan
Licence No. 348

Date: 19 Jumada’l 1437H
Corresponding to 28 February 2016



AL MURABAH AL MARINAH FINANCING COMPANY

(A Saudi Closed Joint Stock Company)
STATEMENT OF FINANCIAL POSITION

ASSETS

Current assets
Cash and cash equivalents

Short term investments
Islamic financing receivables, net

Prepaid expenses and other assets
Intangible assets, net
Property and equipment, net

Total assets

LIABLITIES

Account payable

As at December 31, 2015
{Amounts in Saudi Arabian Riyal)

Accrued expenses and other liabilities

End of service benefits
Provision for zakat
Long term loans

Total liabilities

SHAREHOLDERS’ EQUITY
Share capital

Other reserve
Statutory reserve
Accumulated losses

Total shareholders’ equity

Notes 2015 2014
(4) 7,059,537 1,727,319
(5} - 78,246,731
(6} 138,483,545 40,399,038
(7) 2,065,292 914,234
'CH) 3,628,832 2,724,378
©) 4,770,762 922,872

156,007,968 124,934,572

848,329 2,402,646

217,780 127,764

254,730 --

{(13) 3,022,637 783,179
(14) 29,097,117 -
33,440,593 3,313,589

) 120,000,000 120,000,000
(10) 3,547,800 3,547,800
94,639 --

(1,075,064) (1,926,817)
122,567,375 121,620,983
156,007,968 124,934,572

Total liabilities and shareholders’ equity

The accompanying notes (1) through (21) form an integral part of these financial statements.



Revenue

AL MURABAH AL MARINAH FINANCING COMPANY

(A Saudi Closed Joint Stock Company)

STATEMENT OF COMPREHENSIVE INCOME

For the year ended December 31, 2015
{Amounts in Saudi Arabian Riyal)

Notes

Income from Islamic financing (11)

Total revenue

Expenses

Salaries and employee related costs
Other general and administrative expenses (12)
Allowance for impairment

Rent

Depreciation and amortization (8 9)

Total expenses

Total operating income / (loss)

Finance cost

Other income

Income/(loss) before Zakat for the period

Zakat charge

(13)

Net Income/(loss) for the period

Other comprehensive income

Total comprehensive Income/(loss)

For the period

from June 25,

2014 to

December 31,

2015 2014
17,595,492 3,598,660
17,595,492 3,598,660
9,322,122 2,289,726
2,317,971 881,966
1,077,215 825,804
975,227 261,000
311,218 132,019
14,003,753 4,390,515
3,591,739 {791,855)
(263,778) -
217,068 246,934
3,545,029 (544,921)
(2,598,637) (381,219)
946,392 (926,140)
946,392 (926,140)

The accompanying notes (1) through (21) form an integral part of these financial statements.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

Note

Balance at 25 June 2014
(date of change in legal )
Jorm of the Company)

Shares issued during the

period

Capital contribution

received

(16)

Net loss for the period

Balance at 31 December

2014

Net income for the year

Transfer to statutory

reserve

Balance at 31 December

2015

The accompanying notes (1) through (21) form an integral part of these financial statements.

Other Statutory Accumulated

Share capital reserve Reserve losses Total
33,000,000 (1,000,677) 31,999,323
87,000,000 -- 87,000,000
3,547,800 - 3,547,800
(926,140) (926,140)
120,000,000 3,547,800 = (1,926,817) 121,620,983
@ -- 946,392 946,392
B 3 94,639 (94,639) _
120,000,000 3,547,800 94,639 (1,075,064) 122,567,375




AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
STATEMENT OF CASH FLOWS
For the year ended December 31, 2015

(Amounts in Saudi Arabian Riyal)

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income/(loss)

Adjustments to reconcile net Income/(loss) to net cash used
in operating activities:

Depreciation and amortization

Provision for end of service benefits

Impairment charge for credit losses

Zakat charge

Finance cost

Changes in operating assets and liabilities:

Islamic financing receivables, net

Prepaid expenses and other assets

Account payable

Accrued expenses and other liabilities

Zakat paid
Finance cost paid
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Short term investments sold / (purchased)

Additions to property and equipment

Additions to intangible assets

Net cash generated / (nsed) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long term loans

Repayment of long term loans

Increase in share capital

Capital contribution by shareholders

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents as at the beginning of the year /
period

Cash and cash equivalents, at the end of the year/period

For the period

from June 25,

2014 to

December 31,

Note 2015 2014
946,392 (926,140)

(8,9 311,218 132,018
254,730 --

(6) 1,077,215 825,804
(13) 2,598,637 381,219
263,778 -
(99,161,721) (11,636,560)
(1,151,058) 182,525
(1,554,317) 2,347,148

90,016 (681,650)

(96,325,110) (9,375,636)
(359,179) -

(263,778) -

~ (96,948,067) (9,375,636)
78,246,731 (78,246,731)
(4,097,108) (182,547)
(966,454) (1,893,954)
73,183,169 (80,323,232)
30,000,000 -
(902,883) --

- 87,000,000

- 3,547,800

29,097,117 90,547,800
5,332,219 848,932

1,727,319 878,387

7,059,538 1,727,319

The accompanying notes (1)} through (21) form an integral part of these financial statements.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS
For the year ended December 31, 2015

ORGANIZATION AND ACTIVITIES

Al Murabah Al Marinah For Installment Co (“the Company™) was formed as a Limited Liability
Company registered in the Kingdom of Saudi Arabia under Commercial Registration No.
1010337706 issued in Riyadh on 14 Jumada Al-Akhir 1433 H (corresponding to 5 May 2012).

In accordance with the Ministerial Resolution No. 188 dated 26 Rajab 1435 H (corresponding to
24 June 2014), the legal form of the Company was changed to a Saudi Closed Joint Stock
Company. The said Ministerial Resolution also approved the change of the Company name to
Al Murabah Al Marinah Financing Company.

According to the bye-laws of the Company, the first financial period of the Company commenced
from 25 June (date of change in legal form) and ended on 31 December 2014. Following are the
assets, liabilities and shareholders’ equity of the Company as of the date of change in legal form:

SR
ASSETS
Current assets
Cash and cash equivalents 878,387
Islamic financing receivables, net 29,588,282
Prepaid expenses and other assets 1,096,759
Intangible assets (net of accumulated amortization) 861,425
Property and equipment (net of accumulated depreciation) 841,342
Total assets 33,266,195
LIABILITIES
Account payable 55,498
Accrued expenses and other liabilities 809,414
Provision for zakat 401,960
Total liabilities 1,266,872
Shareholders’ equity
Share capital 33,000,000
Accumulated losses the period (1,000,677)
Total liabilities and shareholders’ equity 33,266,195

The financial statements for the period ended December 31, 2014 was the first set of financial
statements prepared after the change in legal from of the Company.

The Company’s shareholders resolved in their meeting held on 10 July 2014 to increase the
Company's share capital to SR 120 million, divided into 12,000,000 shares at a nominal value of
SR 10 per share. Accordingly, the Company has issued 8,700,000 new shares during 2014.

The Company’s shareholders resolved in their meeting held on 31 August 2015 to increase the
Company's share capital to SR 200 million, divided into 20,000,000 shares at a nominal value of
SR 10 per share. Accordingly, the Company has issued 8,000,000 new shares on 6 February 2016.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyai)

ORGANIZATION AND ACTIVITIES (Continued)
The Company is currently engaged in the following:

- Finance Lease
- Providing Financing Facilities to medium and small enterprises
- Consumer Finance

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

Western Ring Road exit 28
P.O. Box: 83358, Riyadh 11458
Kingdom of Saudi Arabia

BASIS OF PREPARATION

Statement of compliance
These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS).

Basis of measurement
These financial statements have been prepared on historical cost convention using the accrual
basis of accounting and the going concern concept.

Functional and presentation currency
These financial statements are presented in Saudi Arabian Riyals (“SR”), which is the Company’s
functional currency. All amounts have been rounded to the nearest decimal.

Use of estimates and Judgments

The preparation of the financial statements in conformity with IFRSs requires management to
make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and expenses. Actual results may differ
from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimates are revised
and in any future periods affected. Significant areas where management has used estimates,
assumptions or exercised judgements are as follows:

Impairment provision on Islamic financing receivables

The Company reviews its Islamic financing receivables on a regular basis to assess whether a
specific provision for impairment should be recorded in the statement of comprehensive income
in relation to any non-performing Islamic financing receivables. In particular, judgment by
management is required in the estimation of the amount and timing of future cash flows when
determining the level of specific impairment provisions required. Such estimates are necessarily
based on assumptions about several factors involving varying degrees of judgment and
uncertainty, and actual results may differ resulting in future changes to such provisions.

The Company reviews its financing receivables to assess an additional collective impairment
provision on each reporting date. In determining whether an impairment loss should be recorded,
the Company makes judgments as to whether there is any observable data indicating that there is
a measurable decrease in the estimated future cash flows from a portfolio of Islamic financing
receivables. This evidence may include observable data indicating that there has been an adverse
change in the payment status of borrowers, deterioration in country risk, industry and
technological obsolescence.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

BASIS OF PREPARATION (Continued)

Use of estimates and Judgments (continued)

Impairmeni review of non-financial assets

Non-financial assets are assessed for impairment based on assessment of cash flows on individual
cash-generating units when there is indication that those assets have suffered an impairment loss.
Cash flows arc determined with reference to recent market conditions, prices existing at the end
of the reporting period, contractual agreements and estimations over the useful lives of the assets
and discounted using a range of discount rates that reflects current market assessments of the time
value of money and the risks specific to the asset. The net present values are compared to the
carrying amounts to assess any impairment. The assessment of current market conditions and
discount rates requires management to exercise its judgment.

Useful life of property and equipment and intangible assets

The cost of property and equipment and intangible assets are depreciated / amortized over the
estimated useful lives of the assets, which are based on expected usage of the asset and expected
physical wear and tear, which depends on operational factors. The management has not
considered any residual value as these are deemed immaterial.

Contingencies
By their nature, contingencies will only be resolved when one or more future events occur or fail

to occur. The assessment of probability of occurrence inherently involves the exercise of
significant judgment and estimates of the outcome of the future events.

Going concern
The Company’s management has made an assessment of the Company’s ability to continue as a

going concern and is satisfied that the Company has the resources to continue in business for the
foreseeable future. Additionally, management is not aware of any material uncertainties that may
cast significant doubt upon the Company’s ability to continue as a going concern. Therefore, the
financial statements continue to be prepared on the going concern basis.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements.

Property and equipment, net

Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the asset.

Any gain or loss on disposal of an item of property and equipment (calculated as the difference
between the net proceeds from disposal and the carrying amount of the item) is recognized within
other income in Statement of comprehensive income.

Subsequent costs

Subsequent expenditure is capitalized only when it is probable that the future economic benefits
of the expenditure will flow to the Company. Ongoing repair and maintenance are expensed as
incurred.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property and equipment, net (continued)

Depreciation
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other
amount substituted for cost, less its residual value.

Depreciation is recognized in Statement of comprehensive income on a straight-line basis over
the estimated useful lives of each part of an item of property and equipment, since this most
closely reflects the expected pattern of consumption of the future economic benefits embodied in
the asset.

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that the Company will obtain ownership by the end of the lease term. Land is
not depreciated. The estimated useful lives of the current and comparative periods are as follows:

Years
Furniture, equipment and computers 5-10
Leasehold improvement 10

Intangible assets, net

Recognition and measurement

Software acquired by the Company is measured at cost less accumulated amortization and any
accumulated impairment losses. Subsequent expenditure on software assets is capitalized only
when it increases the future economic benefits embodied in the specific asset to which it relates.
All other expenditure is expensed as incurred, the intangible assets are amortized over 5 years

Amortization

Amortization is calculated over the cost of the asset, or other amount substituted for cost, less its
residual value. Software is amortized on a straight-line basis in Statement of comprehensive
income over its estimated useful life, from the date on which it is available for use since this most
closely reflects the expected pattern of consumption of the future economic benefits embodied in
the asset. The estimated useful life of software for the current periods is ten years. Amortization
methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate,

Islamic financing receivables, net

Islamic financing receivables comprising of Murabaha originated by the Company, are initially
recognized at fair value including acquisition costs and is subsequently measured at cost less any
amounts written off, and allowance made for impairment. Islamic financing receivable is
recognized when cash is advanced to borrowers, and are derecognized when either customer
repays their obligations, or the financing are sold or written off, or substantially all the risks and
rewards of ownership are transferred.

Murabaha

A contract whereby the Company sells to customers a commodity or an asset, which the Company
has purchased and acquired, based on a promise received from the customer to buy. The selling
price comprises the cost plus an agreed profit margin.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred initial direct costs

Incremental costs that are directly attributable to the acquisition of business through Islamic
financing receivables contracts are deferred to the extent that these costs are recoverable out of
future cash flows. All other acquisition costs are recognized as an expense when incurred.

Subsequent to initial recognition, these costs are amortized on a straight-line basis based on the
term of Islamic financing receivables contract. Amortization is recorded in the statement of
comprehensive income.

Financial assets and liabilities

Initial recognition and measurement

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair
value through profit or loss, transaction costs that are directly attributable to its acquisition or
issue.

Subsequent measurement

After initial recognition, all financial assets and liabilities of the Company are measured at
amortized cost. The ‘amortized cost’ of a financial asset or financial liability is the amount at
which the financial asset or financial liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortization using the effective profit method of any
difference between the initial amount recognized and the maturity amount, minus any reduction
for impairment.

De-recognition

The Company derecognizes a financial asset when the contractual rights to the cash flows from
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial asset
are transferred or in which the Company neither transfers nor retains substantially all of the risks
and rewards of ownership and it does not retain control of the financial asset. Any gain or loss on
de-recognition of financial asset is recognized in Statement of comprehensive income.

The Company enters into transactions whereby it transfers assets recognized on its statement of
financial position, but retains either all or substantially all of the risks and rewards of the
transferred assets or a portion of them. In such cases, the transferred assets are not derecognized.
Examples of such transactions are securities lending and sale and repurchase transactions,

When assets are sold to a third party with a concurrent total rate of return swap on the transferred
assets, the transaction is accounted for as a secured financing transaction similar to sale and
repurchase transactions because the Company retains all or substantially all of the risks and
rewards of ownership of such assets.

In transactions in which the Company neither retains nor transfers substantially all of the risks
and rewards of ownership of a financial asset and it retains control over the asset, the Company
continues to recognize the asset to the extent of its continuing involvement, determined by the
extent to which it is exposed to changes in the value of the transferred asset.

In certain transactions, the Company retains the obligation to service the transferred financial
asset for a fee. The transferred asset is derecognized if it meets the derecognition criteria. An asset
or liability is recognized for the servicing contract if the servicing fee is more than adequate (asset)
or is less than adequate (liability) for performing the servicing.

The Company derecognizes a financial liability when its contractual obligations are discharged
or cancelled, or expire.



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets and liabilities (continued)

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Company has a legal right to set off the amounts
and it intends either to settle them on a net basis or to realise the asset and settle the liability
simultaneously. Income and expenses are presented on a net basis only when permitted under
IFRS.

Impairment

Non-financial assets

At each reporting date, the Company reviews the carrying amount of its non-financial assets to
determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated.

For impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generaiing unit, or
cGuU™).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its
recoverable amount. Impairment losses are recognized in profit or loss. Impairment losses
recognized in respect of CGUs are allocated first to reduce the carrying amount of any goodwill
allocated to the units, and then to reduce the carrying amounts of the other assets in the unit (group
of units) on a pro-rata basis.

Impairment losses on non-financial assets recognized in prior periods are assessed at each
reporting date for any indication that the loss has decreased or no longer exits. An impairment
loss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no impairment loss had been recognized.

Non-derivative financial assets

At each reporting date, the Company assesses whether there is objective evidence that financial
assets not carried at fair value through profit or loss are impaired. A financial asset or a group of
financial assets is impaired when objective evidence demonstrates that a loss event has occurred
after the initial recognition of the asset(s) and that the loss event has an impact on the future cash
flows of the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired includes:

- significant financial difficulty of the borrower or issuer;
default or delinquency by a borrower;
the restructuring of Islamic financing receivables by the Company on terms that the Company
would not consider otherwise;

- indications that a borrower or issuer will enter bankruptcy; or

- observable data relating to a group of assets such as adverse changes in the payment status of
borrowers or issuers in the group, or economic conditions that correlate with defaults in the

group.
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AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015

SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment (continued)

The Company considers evidence of impairment for Islamic financing receivables at both a
specific asset and a collective level. All individually significant Isiamic financing receivables are
assessed for specific impairment. Those found not to be specifically impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.

In assessing collective impairment, the Company uses statistical modelling of historical trends of
the probability of default, the timing of recoveries and the amount of loss incurred, and makes an
adjustment if current economic and credit conditions are such that the actual losses are likely to
be greater or lesser than is suggested by historical trends. Default rates, loss rates and the expected
timing of future recoveries are regularly benchmarked against actual outcomes to ensure that they
remain appropriate.

Impairment losses on assets measured at amortized cost are calculated as the difference between
the carrying amount and the present value of estimated future cash flows discounted at the asset’s
original effective interest rate.

If the terms of a financial asset are renegotiated or modified or an existing financial asset is
replaced with a new one due to financial difficulties of the borrower, then an assessment is made
of whether the financial asset should be derecognized. If the cash flows of the renegotiated asset
are substantially different, then the contractual rights to cash flows from the original financial
asset are deemed to have expired. In this case, the original financial asset is derecognized and the
new financial asset is recognized at fair value.

Impairment losses are recognized in Statement of comprehensive income and reflected in an imp
against Islamic financing receivables. If an event occurring after the impairment was recognized
causes the amount of impairment loss to decrease, then the decrease in impairment loss is reversed
through profit or loss.

The Company writes off a Murabaha receivables and [jara financing, either partially or in full,
and any related allowance for impairment losses, when it is determined that there is no realistic
prospect of recovery.

Cash and cash equivalents

Cash and cash equivalents consist of cash balances and short-term bank deposits with original
maturities of three months or less, which are available to the Company without any restrictions.

Payable and accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

Provisions
A provision is recognized if, as a result of a past event, the Company has a present legal or

constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation.
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AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015

SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition
Income from Islamic financing receivabies

Income from Islamic financing receivables is recognized in the Statement of comprehensive
income using the effective yield method, using the applicable effective yield, on the outstanding
balance over the term of the contract.

The calculation of the effective yield includes transaction costs and fees received that are an
integral part of the effective yield. Transaction costs include incremental costs that are directly
attributable to the acquisition of the financial asset.

Fee and commission income

Fees and commission income that are integral to the effective yield on a financial asset are
included in the measurement of the effective yield. Other fees and commission income are
recognized as the related services are performed.

Zakat
Zakat is provided for in accordance with Department of Zakat and Income Tax department
regulations. The liability is charged to statement of comprehensive income.

Statutory reserve

In accordance with Article 176 of the Saudi Arabian Regulations for Companies, the Company is
required to transfer 10% of net income for the year to a statutory reserve until such reserve equals
50% of the paid up capital. This reserve is not available for distribution.

New standards or amendments not yet adopted

The Company has chosen not to adopt the following new standards and revisions to existing
standard which are relevant to the operations of the Company and which have been published:

s JFRS 15: Revenue from customers (effective datel January 2017)

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognised. It replaces existing revenue recognition guidance, including IAS
18 Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty Programme. The
Company is assessing the potential impact on its financial statements resulting from the
application of IFRS 15.

e IFRS 9: Financial instruments (effective datel January 2018)

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial
Instruments: Recognition and Measurement. IFRS 9 includes revised guidance on the
classification and measurement of financial instruments, including a new expected credit loss
model for calculating impairment on financial assets, and the new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of
financial instruments from IAS 39. The Company will be assessing the implications of IFRS
9 in due course.

The following new or amended standards are not expected to have a significant impact on the
Company’s financial statements:

12



AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

New standards or amendments Effective date
Defined benefit plans: Employee Contributions (Amendments to IAS 19) 1 July 2014
Annual improvements to TFRSs 2010 to 2013 Cycle 1 July 2014
Annual improvements to IFRSs 2012 to 2014 Cycle 1 January 2016

Accounting for acquisitions of intcrests in Joint Operations (Amendments to | January 2016
Clarification of acceptable methods of depreciation and amortization 1 January 2016

4. CASH AND CASH EQUIVALENT

Note 2015 014

Cash at bank — current accounts 7,007,048 1,700,938
Cash in hand 52,489 26,381
7,059,537 1,727,319

5. SHORT TERM INVESTMENTS
Short term investments represent Islamic Murabaha investment in time deposits with local Saudi
banks. This investment carries an average profit rate of 1% and can be withdrawn with a day’s
notice.

6. ISLAMIC FINANCING RECEIVABLES, NET

Islamic financing receivables comprise the following:

2015 2014
Murabaha financing — gross 195,959,701 61,811,250
Deferred income (54,978,820) (19,992,091)
Net Murabaha financing 140,980,881 41,819,159
Impairment allowance (2,497,336) (1,420,121)

138,483,545 40,399,038

During the year the Company has not, renegotiated terms in respect of any of its Islamic financing
receivables.

6.1 Analysis of credit quality Islamic financing receivable is as follows:

2015 2014

Neither past due nor impaired 138,483,545 40,399,038
Past due but not impaired - -
Past due and impaired 2,497,336 1,420,121
140,980,881 41,819,159

During the year, the Company revisited and revised its methodology on provision for impairment
of Islamic financing receivable due to following reasons:

- Small number of actual defaults

- Certain receivables are secured through personal guarantees and promissory notes and

- Credit self-insurance policy has been obtained to cover losses on the loan portfolio due to death
and disability.
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AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

ISLAMIC FINANCING RECEIVABLES, NET (continued)

The revision was accounted for prospectively as a change in accounting estimate. As a result, the
impairment charge for the year has decreased by SR 427,020. Had such estimate not been changed,
the impairment charge for the year would have been higher by SR 427,020 and the Islamic finance
receivables, net and the profit for the year would have been lower by the same amount.

PREPAID EXPENSES AND OTHER ASSETS

2015 2014

Prepaid expenses 1,205,606 542,762
Other receivables 859,686 371,472
2,065,292 914,234

INTANGIBLE ASSETS

Movement in intangible assets (Computer software and SIMAH Program) during the year is as
follows:

System under

Intangible implementation Total 014
Cost:
Balance at the 1 Jan 458,000 2,405,878 2,863,878 969,925
Additions during the year 173,438 793,016 966,454 1,893,953
Balance at the end of the
year 631,438 3,198,894 3,830,332 2,863,878
Accumulated
Amortization;
Balance at 1 Jan 139,500 -- 139,500 108,500
Amortization charge for
the period 62,000 - 62,000 31,000
Balance at the end of the
year 201,500 - 201,500 139,500
Net book value as at 31
December 429,938 3,198,894 3,628,832 2,724,378

System under implementation represents the cost incurred to date for a new system (“KASTLE”)
to be used for loan origination, loan management and accounting. This new system has been
implemented subsequent to year-end and has been capitalized to intangible assets SR 3.5 million
with a useful life of 10 years.
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10.

11,

12,

13.

AL MURABAH Al MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arvabian Riyal)

OTHER RESERVES

The Company has received a contribution of SR 11.3 million from the new shareholders to cover
adminisirative and marketing expenses relating to the new shares issued during the year. The
actual administrative and marketing expenses amounted to SR 7.8 million. The Company’s
shareholders in their meeting held on 17 Sha‘ban 1435 H (corresponding to 15 June 2014)
resolved to treat the surplus of SR 3.55 million received from shareholders to be considered as
additional capital contribution and credited to other reserves within the equity of the Company.

INCOME FROM ISLAMIC FINANCING

2015 2014
Murabaha income 17,096,497 3,433,384
Amortization of arrangement fees 498,995 165,276
17,595,492 3,598,660
OTHER GENERAL AND ADMINISTRATIVE EXPENSES
2015 2014
Professional fees 735,341 301,200
Utilities 276,517 68,172
Insurance 274,688 --
Others 1,031,425 512,594
2,317,971 881,966
ZAKAT
The Zakat base for the period was computed based on the following:
2015 2014
Adjusted Income for the period subject to Zakat 4,876,974 280,908
Additions:
Shareholders’ equity 123,547,800 33,000,000
Impairment provision opening balance 1,420,121 —
Deductions:
Accumulated deficit at beginning of period (1,926,817) (598,716)
Book value of long term assets (23,972,600)  (3,647,250)
Total Zakat base 103,945,478 29,034,942
Zakat base relating to the period 103,945,478 15,248,761
Zakat Due @ 2.5% 2,598,637 381,219
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17.

AL MURABAH Al MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

LONG TERM LOAN

During the year, the Company obtained a long term loan from a local bank amounting to SR 30
million, to finance its Islamic Finance Assets. The loan is secured by assignment of receivables.
This ioan bears profit rate at 1 year SIBOR + 4 % per annum and is to be repaid over 48 equal
monthly installments commencing from 23 Nov 2015. This loan has an outstanding balance of SR
29 million as at 31 December 2015.

The movements in long-term loans were as follows:

2015
Loan acquired during the year 30,000,000
Loan repaid during the year (902,883)
Balance at end of the year 29,097,117
Current portion of long term loans 4,960,316
Non-current portion of long term loan 24,136,801
Total long term loan 29,097,117

RELATED PARTY TRANSACTIONS AND BALANCES

The Company’s shareholders and all their affiliated and subsidiary companies are considered as
related parties of the Company. In the ordinary course of business, the Company enters into
transactions with the related parties, which are based on mutually agreed prices and contract terms
approved by the Company’s management.

Following are the major related party transactions during the year:

Amount of
Nature Transactions Balance
2015 2014 2015 2014
Key management’s  Salaries and
compensation other incentive 2,090,000 434,284 - -

COMMITMENTS AND CONTINGENCIES

The Company’s capital commitments represent capital contracts and commitments that are not
executed as at 31 December 2015 amounted to SR.0.263 million (2014 — SR 0.9 million), these
commitments relate to the new accounting software,

FINANCIAL RISK MANAGEMENT

The Company is exposed to the following risks arising from the financial instruments:

e Credit Risk
e Liquidity Risk
» Market Risk

The Company’s overall risk management focuses on the unpredictability of financial markets and
seeks to minimize potential adverse effects on the financial performance of the Company.

The Company’s risk management policies are established to identify and analyze the risks faced
by the Company, to set appropriate risks limits and controls and to monitor risks and adherence
to limits, Risk management policies are reviewed regularly to reflect the changes in the market
conditions and the Company’s activities.
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17.

AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

FINANCTAL RISK MANAGEMENT (Continued)
Credit Risk

The Company manages exposure to credit risk, which 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.
Cash and cash equivalents placed and short term investments made with banks and counter parties
with good credit rating.

The Company has established procedures to manage credit exposure including evaluation of
customers’ credit worthiness, formal credit approvals, assigning credit limits, obtaining personal
guarantecs and promissory notes. The Company is in the process of implementing credit-scoring
system to mitigate any judgemental risks.

Concentrations of credit risk arises when a number of counter-parties are engaged in similar
business activities, or activities in the same geographic region, or have similar economic features
that would cause their ability to meet contractual obligations to be affected similarly by changes
in economic, political or other conditions. Concentrations of credit risk indicate the relative
sensitivity of the Company’s performance to developments affecting a particular industry or
geographical location.

The Company manages its credit risk exposure through diversification of principal activities to
ensure that there is no undue concentration of risks with individuals or groups of customers in
specific locations or businesses.

The credit risks on gross amounts due in relation to the Islamic finance receivables is mitigated
by obtaining personal guarantees and promissory notes. For details of the composition of the
Islamic finance receivables refer to Note 6.

Gross maximum exposure to credit risk
The table below shows the maximum exposure to credit risk by class of financial assets. The
maximum exposure is shown gross:

2015 2014
Islamic financing receivables 140,980,881 41,819,159
Cash at bank — current accounts 7,007,048 1,700,938
Short term investments - 78,246,731

147,987,929 121,766,828

The main consideration for the impairment assessment include whether any payments of principal
or profit are past due or there are any known difficulties in the cash flows of the counterparties,
credit rating downgrades, or infringement of the original terms of the contract.

Liquidity Risk

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when
they fall due under normal and stress circumstances. Liquidity risk can be caused by market
disruptions or credit downgrades, which may cause certain sources of funding to be less readily
available. To mitigate this risk, management manages assets with liquidity in mind, maintaining
an appropriate balance of cash, cash equivalents and readily marketable securities and monitors
future cash flows and liquidity on a daily basis. The Company also has committed lines of credit
from commercial banks that it can access to meet liquidity needs.
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17.

AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

FINANCIAL RISK MANAGEMENT (Continued)
Analysis of financial liabilities by remaining contractual maturities

The table below summarizes the maturity profile of the Company’s financial liabilities at 31
December 2015 based on contractual undiscounted repayment obligations. The contractual
maturities of financial liabilities have been determined based on the remaining period at the
statement of reporting date to the contractual maturity date and do not take into account the
effective expected maturities.

Less than 3 3 tol2 1to5
months months years Total
December 31, 2015:
Account payable 848,329 - -- 848,329
Accrued expenses and
other liabilities - 217,780 - 217,780
Provision for Zakat - 3,022,637 - 3,022,637
Long term loans 1,483,953 4,617,486 26,676,949 32,778,288
2,332,282 7,857,903 26,676,949 36,867,134
December 31, 2014:
Account payable 2,402,646 - 2,402,646
Accrued expenses and
other liabilities
Provision for zakat 127,764 127,764
783,179 783,179
2,530,410 783,179 3,313,589

The table below shows an analysis of financial assets and liabilities, analyzed according to when
they are expected to be recovered or settled:

Less than 3 tol2

3 months months 1 to 5 years Total
December 31, 2015:
FINANCIAL ASSETS
Cash and cash 7,059,537 -- - 7,059,537
equivalents
Islamic financing 2,990,683 25,387,993 110,104,869 138,483,545

receivables, net
10,050,220 25,387,993 110,104,869 145,543,082

FINANCIAL LIABILITIES
Account payable 848,329 - -- 848,329
Accrued expenses and - -
other liabilities 2105750 alist
Accrued zakat 3,022,637 - - 3,022,637
Long term loan 1,366,098 3,594,218 24,136,801 29,097,117

5,454,844 3,594,218 24,136,801 33,185,863
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AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015

(Amounts in Saudi Arabian Riyal)

FINANCIAL RISK MANAGEMENT (Continued)

Less than 3 tol2 Tto5

3 moniks months years Total
December 31, 2014:
FINANCIAL ASSETS
Cash and cash equivalents 1,727,319 -- - 1,727,319
Short term investments 78,246,731 78,246,731
Islamic financing 5,145,831 12,429,089 22,824,119 40,399,039
receivables, net

85,119,881 12,429,089 22,824,119 120,373,089

FINANCIAL LIABILITIES
Account payable 2,402,646 -- - 2,402,646
}.ch.n'le_d expenses and other 127,764 127,764
liabilities
Accrued zakat 783,179 -- - 783,179

3,313,589 - - 3,313,589
Market Risk
Market risk is the risk that the changes in market prices, such as foreign exchanges rates,
commission rate and equity prices will affect the Company’s income or the value of its holdings
of financial instruments,
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters.
The principal risk to which islamic financing receivables are exposed is the risk of loss from
fluctuations in the future cash flows or fair values of financial instruments because of a change in
market profit rates. Profit rate risk is managed principally through monitoring profit rate gaps and
by having pre-approved limits for re-pricing bands.
Sensitivity analysis

The Company is not sensitive to special commission rate changes as:

a) None of the fixed rate financial assets and liabilities are classified as fair value through
profit or loss; and
b) it does not have any variable rate financial assets and liabilities.

Thus, a change in special commission rate at the reporting date would not affect profit for the
year.
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AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

CAPITAL MANAGEMENT

The Company’s policy is to maintain a strong capital base to maintain creditor and market
confidence and to sustain future development of the business. Management monitors the return
on capital as well as the level of dividends o ordinary shareholders.

The Company’s objectives for managing capital are:

¢ To safeguard the entity’s ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

¢ To provide an adequate returns to shareholders by pricing the services commensurately with the
level of risk.

There were no significant changes in the Company’s approach to capital management during the
year.

FAIR VALUES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

¢ Inthe principal market for the asset or liability, or
* Inthe absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Company. The fair
value of an asset or a liability is measured using assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best
interest. The fair value of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The fair values of financial assets and financial liabilities that are traded in active markets are
based on quoted market prices or dealer price quotations. For all other financial instruments, the
Company determines fair values using other valuation techniques.

Valuation Models
The Company measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements.

Level 1: inputs that are quoted market prices in active markets for identical instruments.

Level 2: inputs other than quoted prices included within Level 1 that are observable either directly
(i.e. as prices) or indirectly (i.e. derived from prices). This category includes instruments valued
using: quoted market prices in active markets for similar instruments; quoted prices for identical
or similar instruments in markets that are considered less than active; or other valuation techniques
in which all significant inputs are directly or indirectly observable from market data; and

21



19.

20.

21.

AL MURABAH AL MARINAH FINANCING COMPANY
(A Saudi Closed Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2015
(Amounts in Saudi Arabian Riyal)

FAIR VALUES (Continued)

Level 3: inputs that are unobservable. This category includes all instruments for which the
valuation technique includes inputs not based on observable data and the unobservable inputs have
a significant effect on the instrument’s valuation. This category includes instruments that are
valued based on quoted prices for similar instruments for which significant unobservable
adjustments or assumptions are required to reflect differences between the instruments.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price
that would be received to sell the asset or paid to transfer the liability in an orderly transaction
between market participants at the measurement date. The carrying amounts of all financial assets
and financial liabilities measured at amortized cost approximate their fair values.

The fair value of the financial assets and financial liabilities are mainly captured as level 2 and are
not materially different from its carrying value as:

Cash is held at current realizable value
Islamic financing receivables are originated recently and profit rates are aligned with current
market rates

- The long term loan is at floating rate linked with SIBOR

SHARE APPLICATION MONEY

The Company has received SR 27,747,546 during the year as share application money which is
held in a separate bank account and do not form part of the assets of the Company and are therefore
not reflected in the statement of financial position. Subsequent to year end, an additional amount
of SR 52,252,454 was also received forming a total of SR 80 million. Management intends to
issue 8 million new shares against this share application money.

BOARD OF DIRECTOR APPROVAL

These financial statements were approved by the Board of Directors on February 28, 2016
(Corresponding to 19 Jumada’l 1437H).
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