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ARKAAN I

Corporate information

Asas Al-Ard for Investment and real estate
development Company was incorporated in
Ramallah, Palestine on 21 February 2022 and
registered with the Ministry of National Economy
as a private limited shareholding company under
registration no. (562764050). On 17 May 2022,
the company name was changed to Arkaan Real
Estate P.L.C (ARKAAN) and the legal status
changed from a private limited shareholding
company to a public shareholding limited
company under registration no. (562601575). On
22 March 2022, the extra-ordinary general
assembly of Palestinian Telecommunication
Company (PALTEL) took the decision to distribute
shares for PALTEL shareholders in a newly created
entity (Arkaan Real Estate), with the aim of
transferring real estate assets and investment
portfolio to it. The distribution was on the basis of
1:1, wherein PALTEL shareholder would get one
share in ARKAAN for each share in PALTEL.
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ARKAAN'’s issued and paid-in capital comprises
U.S. S 131,625,000 at par value of U.S. $ 1 per
share. Upon establishment of ARKAAN, net assets
in an amount of U.S. S 414,747,000 were
transferred in exchange for a capital contribution,
which resulted in an additional paid-in-capital in
an amount of U.S. § 253,461,000 and non-
controlling interests in an amount of U.S. §
29,661,000.
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ARKAAN’s main activities are concentrated in
financial investments sector and real estate
development and investment sector.
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Consolidated Performance

For Q1 2023, the consolidated net profit
attributable to the shareholders of ARKAAN
amounted to USD 8.2 million and the earnings per
share amounted to USD 0.062.
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ARKAAN’s Assets

Total assets as of end of Q12023 amounted to U.S.
$ 485.8 million and were distributed amongst the
following groups as shown in the diagram:
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Investment in associate

Investments

Financial Investments:

ARKAAN holds an investment portfolio in the
shares of local and regional companies. Part of
those investments were classified through profit
or loss and the majority were classified through
other comprehensive income. As of end of Q1
2023, the fair value for those investments
amounted to U.S. $180.5 million.
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Furthermore, ARKAAN holds a significant
ownership in the shares of The National Bank
(TNB) which are classified as investment in
associate in the statement of financial position.
ARKAAN’s ownership percentage in TNB was
around 19.22% as of the end of Q1 2023..
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Investments properties and properties under
development:

ARKAAN holds land portfolio in prime locations
across the West Bank and Gaza. As of end of Q1
2023, the book value for this portfolio amounted
to U.S. $ 69.5 million whereas the fair value for the
same amounted to more than U.S. $ 125 million
based on the latest appraisals made by authorized
appraisers.
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Properties under  development  primarily
represent the cost of land which is currently under
development by Jericho Gate (a subsidiary of
ARKAAN). As of end of Q1 2023, the book value for
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properties under development amounted to U.S. Sayal
S 43.8 million.
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Members of the Board of Directors
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Ernst & Young Tel: +972 22421011
P.O. Box 1373 Fax: +972 22422324
7t Floor, WWw.CY com

PADICO House Bldg.
Al-Masyoun
Ramallah-Palestine

Building a better
working world

Report on review of interim financial information
To the chairman and board of directors of Arkaan Real Estate P.L.C

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Arkaan Real Estate and its subsidiaries (ARKAAN) as at 31 March 2023, which comprise the
interim condensed consolidated statement of financial position as at 31 March 2023 and the
related interim condensed consolidated income statement, interim condensed consolidated
statement of comprehensive income, interim condensed consolidated statement of changes in
equity and interim condensed consolidated statement of cash flows for the three-month period
then ended and explanatory notes. Management is responsible for the preparation and
presentation of this interim financial information in accordance with International Accounting
Standards (IAS 34) “Interim Financial Reporting”. Our responsibility is to express a conclusion
on this interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity.” 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 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.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordance with IAS (34).

Other matter

These interim condensed consolidated financial statements represent the first issued financial
statements for ARKAAN since inception for the three-month period ended March 31.
Accordingly, there are no comparative figures presented for the interim condensed
consolidated income statement, interim condensed consolidated statement of comprehensive
income, interim condensed consolidated statement of changes in equity and interim condensed
consolidated statement of cash flows.

Ernst & Young - Middle East
License # 206/2012

- , _
Abdelkarim Mahmoud
License #101/2017

May 14, 2023
Ramallah - Palestine

A member firm of Ernst & Young Global Limited



Arkaan Real Estate P.L.C

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 March 2023

Assets

Non-current assets

Property, plant, and equipment

Investment properties

Properties under development

Investment in an associate

Financial assets at fair value through other
comprehensive income

Long-term receivables

Current assets

Accounts receivable

Other current assets

Financial assets at fair value through profit or loss
Cash and deposits at banks

Total assets
Equity and liabilities

Equity

Paid-in share capital

Additional paid-in capital

Statutory reserve

Fair value reserve

Retained earnings

Equity attributable to equity holders of the parent

Non-controlling interests
Total equity

Non-current liabilities
Long-term unearned revenues
Deferred tax liability

Other non-current liabilities

Current liabilities

Accounts payable

Short-term unearned revenues
Provision for income tax

Other current liabilities

Total liabilities
Total equity and liabilities

The attached notes from 1 to 19 are part of these interim condensed consolidated financial statements

31 March 31 December
2023 2022

Unaudited Audited
Notes U.S. $(000’s) U.S. $ (000’s)
691 728
4 69,547 69,388
5 43,759 43,638
6 35,145 33,753
/ 155,573 153,265
8 60,139 64,910
364,854 365,682
8 44,335 39,233
9 29,668 21,626
7 24,888 24,838
22,064 26,632
120,955 112,329
485,809 478,011
1 131,625 131,625
1 253,461 253,461
10 726 726
7 2,377 (14)
14,711 6,531
402,900 392,329
1 25,574 28,890
428,474 421,219
18,583 17,651
3,933 3,996
1,497 1,467
24,013 23,114
3,354 1,922
22,560 21,458
12 - 1,779
7,408 8,519
33,322 33,678
57,335 56,792
485,809 478,011
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Arkaan Real Estate P.L.C

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
For the three-month period ended 31 March 2023

Revenues from sale of land and development rights
Cost of land and development rights
Profit from real estate activities

ARKAAN'’s share of associate’s results

Gain from valuation of financial assets at fair value through profit or
loss

Dividends income from financial investments

Profit from investment activities

Interest revenues

Operating and administrative expenses

Operating profit

Other revenues and expenses, net

Profit for the period before income tax

Income tax expense

Profit for the period

Attributable to:
Shareholders of the parent
Non-controlling interest

Basic and diluted earnings per share for the period

Notes

For the three-
month period
ended 31
March 2023

Unaudited

U.S. $ (000’s)

13
13

12

1,286
(1,158)

128

732

50
7,052

7,834
1,339
(658)

8,643
(83)

8,560
(170)

8,390

8,180
210

8,390

0.062

The attached notes from 1 to 19 are part of these interim condensed consolidated financial statements
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Arkaan Real Estate P.L.C

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the three-month period ended 31 March 2023

Profit for the period

Other Comprehensive Income items:

Items that will not be reclassified to the consolidated income statement
in subsequent periods:

Gain from valuation of financial assets at fair value through other
comprehensive income

ARKAAN’s share of associate’s other comprehensive income

Total other comprehensive income for the period

Net comprehensive income for the period

Attributable to:
Shareholders of the parent
Non-controlling interest

For the three-
month period
ended 31
March 2023
Unaudited
Notes U.S. $ (000’s)
8,390
/ 2,308
6 83
2,391
10,781
10,571
210
10,781

The attached notes from 1 to 19 are part of these interim condensed consolidated financial statements
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Arkaan Real Estate P.L.C

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the three-month period ended 31 March 2023

Equity attributable to equity holders of the parent

Paid-in Additional . Non-
o Fair Value . .
share paid-in Statutory Reserve Retained controlling Total
capital capital Reserve earnings Total interests equity
us.s$ , us.s$ us.$ us.s , us.$ ,
(000s) U.S. $ (000’s) (000s) (000s) (000s) U.S. $(000’s) (000s) U.S. $ (000’s)
Balance as at 1 January 2023 131,625 253,461 726 (14) 6,531 392,329 28,890 421,219
Profit for the period - - - - 8,180 8,180 210 8,390
Other comprehensive income items - - - 2,391 . 2,391 - 2,391
Net comprehensive income for the
period - - - 2,391 8,180 10,571 210 10,781
Distributed cash dividends from a
subsidiary (Note 11) - - - - - - (3,526) (3,526)
Balance as at 31 March 2023
(Unaudited) 131,625 253,461 726 2,377 14,711 402,900 25,574 428,474

The attached notes from 1 to 19 are part of these interim condensed consolidated financial statements
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Arkaan Real Estate P.L.C

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the three-month period ended 31 March 2023

For the three-
month period
ended 31 March
2023

Unaudited

U.S. $ (000’s)

Operating Activities

Profit for the period before income tax 8,560
Adjustments:
Depreciation and amortization 40
Gain from valuation of financial assets at fair value through profit or loss (50)
ARKAAN'’s share of associate’s results (732)
Interest revenues (1,339)
Provision for employees’ indemnity 31
Land settlement provision 99
Finance cost 5
Other non-cash items 318
6,932
Working capital adjustments:
Accounts receivable (331)
Other current assets (6,297)
Accounts payable (331)
Properties under development 268
Unearned revenues 2,034
Other current liabilities (1,265)
Other non-current liabilities (9)
Income tax paid (3,417)
Net cash flows used in operating activities (2,416)

Investing Activities

Investment in an associate (577)
Purchase of investment properties (258)
Properties under development (803)
Purchase of property, plant, and equipment (3)
Interest revenues received 1,257
Net cash flows used in investing activities (384)

Financing activities

Dividends paid to non-controlling interests (1,763)
Finance costs paid (5)
Net cash used in financing activities (1,768)
Decrease in cash and cash equivalents (4,568)
Cash and cash equivalents, beginning of the period 13,027
Cash and cash equivalents, end of the period 8,459

The attached notes from 1 to 19 are part of these interim condensed consolidated financial statements
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Arkaan Real Estate P.L.C

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As at 31 March 2023

1. Corporate and its Activities

Asas Al-Ard for Investment and real estate development Co. was incorporated in Ramallah, Palestine
on 21 February 2022, and registered with the Ministry of National Economy as a private limited
shareholding company under registration no. (562764050). On 22 March 2022, the extra-ordinary
general assembly of Palestinian Telecommunication Company (PALTEL) took the decision to distribute
shares for PALTEL shareholders in a newly created entity (Arkaan Real Estate), with the aim of
transferring real estate assets and investment portfolio to it. The distribution was on the basis of 1:1,
wherein PALTEL shareholder would get one share in ARKAAN for each share in PALTEL.

On 17 May 2022, Asas Al-Ard for Investment and real estate development Co. name was changed to
“Arkaan Real Estate Public Limited Company” (ARKAAN). And ARKAAN’s legal status changed from a
private limited shareholding company to a public limited shareholding company under registration
number (562601575). Later, on 3 July 2022, ARKAAN’s shares were listed on the Palestine Exchange.

The real estate assets and investment portfolio were transferred to ARKAAN on 30 June 2022, based
on their book value on that date, pursuant to a decision by PALTEL’s Board of Directors on 26 June
2022.

ARKAAN’s issued and paid-in capital comprises U.S. $ 131,625,000 at par value of U.S. $ 1 per share.
Net assets in an amount of U.S. $ 385,086,000 were transferred in exchange for a capital contribution,
which resulted in an additional paid-in-capital in an amount of U.S. $ 253,461,000.

ARKAAN’s main activities are concentrated in financial investments sector and real estate
development and investment sector.

The interim condensed consolidated financial statements of ARKAAN as of 31 March 2023, were
authorized for issuance in accordance with a resolution of the Board of Directors on May 11, 2023.

2. Interim Condensed Consolidated Financial Statements

The interim condensed consolidated financial statements comprise the financial statements of
ARKAAN Real Estate P.L.C and its subsidiaries (ARKAAN) as at 31 March 2023.

ARKAAN's ownership in its subsidiaries' subscribed capital was as follows:

Ownership
Percentage Capital (U.S. S)
% 2023
Nature of business 2023 2022 Issued Paid
Jericho gate for real Real estate
estate investment investment 75 75 49,365,000 49,365,000
Jerusal for real estate Real estate
investment investment 100 100 141,044 141,044
Financial
Arcadia W.L.L investment 100 100 132,983 132,983

ARKAAN'’s subsidiaries operate in the Palestinian National Authority territories, except for Arcadia
W.L.L which operates in Bahrain.

The financial periods of the subsidiaries are the same as the financial period of ARKAAN, where
necessary, ARKAAN makes adjustments to align the policies of the subsidiaries with the accounting
policies of ARKAAN.




3. Basis of preparation of interim condensed consolidated financial statements and accounting
policies

Basis of preparation

The interim condensed consolidated financial statements of ARKAAN for the three-month period
ended 31 March 2023 have been prepared in accordance with International Accounting Standard (IAS
34) “Interim financial reporting”.

The interim condensed consolidated financial statements have been presented in U.S Dollars, which
is the functional currency of ARKAAN, and all values, except when otherwise indicated, are rounded
to the nearest thousand (U.S. $ 000’s).

The interim condensed consolidated financial statements do not include all the information and
disclosures required in the annual financial statements. It should be reviewed with ARKAAN's
consolidated financial statements as of 31 December 2022. The results for the three-month period
ended 31 March 2023 are not necessarily indicative of the results that may be expected for the
financial year ending 31 December 2023.

These interim condensed consolidated financial statements represent the first issued financial
statements since inception as a public limited shareholding company, which comprise the interim
condensed consolidated statement of financial position as of 31 March 2023, interim condensed
consolidated income statement, interim condensed consolidated statement of comprehensive
income, interim condensed consolidated statement of changes in equity and interim condensed
consolidated statement of cash flow for the three-month period ended 31 March. Accordingly, there
are no comparative figures presented for interim condensed consolidated income statement, interim
condensed consolidated statement of comprehensive income, interim condensed consolidated
statement of changes in equity and interim condensed consolidated statement of cash flow.

Accounting policies

The accounting policies used in the preparation of the interim condensed consolidated financial
statements are consistent with those used in the preparation of ARKAAN’s consolidated financial
statements for the year ended December 31, 2022, except that ARKAAN has adopted the following
amendments effective starting January 1, 2023.

Definition of Accounting Estimates - Amendments to IAS (8)

In February 2021, the IASB issued amendments to IAS (8), in which it introduces a definition of
‘accounting estimates. The amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
entities use measurement techniques and inputs to develop accounting estimates.

These amendments had no material impact on ARKAAN'’s interim condensed consolidated financial
statements.

Disclosure of Accounting Policies- Amendments to IAS (1) and IFRS Practice Statement (2)

In February 2021, the IASB issued amendments to IAS (1) and IFRS Practice Statement (2) Making
Materiality Judgements, in which it provides guidance and examples to help entities apply materiality
judgements to accounting policy disclosures. The amendments aim to help entities provide accounting
policy disclosures that are more useful by replacing the requirement for entities to disclose their
‘significant’ accounting policies with a requirement to disclose their ‘material’ accounting policies and
adding guidance on how entities apply the concept of materiality in making decisions about
accounting policy disclosures.

These amendments had no material impact on ARKAAN'’s interim condensed consolidated financial
statements.




Deferred Tax related to Assets and Liabilities arising from a Single Transaction - Amendments to IAS
(12)

In May 2021, the Board issued amendments to IAS (12), which narrow the scope of the initial
recognition exception under 1AS (12), so that it no longer applies on the transactions which lead to
equal taxable and deductible temporary differences.

The amendments should be applied to transactions that occur on or after the beginning of the earliest
comparative period presented. In addition, at the beginning of the earliest comparative period
presented, a deferred tax asset (provided that sufficient taxable profit is available) and a deferred tax
liability should also be recognized for all deductible and taxable temporary differences associated with
leases and decommissioning obligations.

These amendments had no material impact on ARKAAN’s interim condensed consolidated financial
statements.

4. Investment Properties
This item represents investments in lands, movement on the account was as follows:

31 December

Balance, beginning of the period

Investment properties transferred from
PALTEL*

Additions

Impairment losses of investments

Balance, end of the period

Provision for land settlement

Balance, end of the period

31 March 2023

2022

U.S. $ (000’s) U.S. $ (000’s)
69,529 -
- 67,723
258 2,168
- (362)
69,787 69,529
(240) (141)
69,547 69,388

Under the separation agreement signed between PALTEL and ARKAAN, these investments were
transferred to ARKAAN’s records. ARKAAN’s management is currently finalizing legal requirements
to transfer the title of some of these investments which represent lands.

5. Properties under development.

The movement on properties under development was as follows:

31 March 2023

31 December
2022

U.S. S (000’s) U.S. $ (000’s)

Balance, beginning of the period 43,638 -
Additions 964 3,842
Properties under development transferred

from PALTEL - 54,437
Transferred to property, plant and

equipment - (122)
Cost of sold properties under development (843) (14,519)
Balance, end of the period 43,759 43,638




Properties under development includes the following as at 31 March 2023:

31 December

31 March 2023 2022
U.S. $ (000’s) U.S. $ (000’s)

Lands 74,011 74,011
Land processing costs, road network and

infrastructure work 24,207 23,319

Studies and consultants 4,616 4,540

Finance costs 746 746

Others 398 398

103,978 103,014

Sold properties under development (60,219) (59,376)

43,759 43,638

6. Investment in an associate

According to the agreement signed with PALTEL for the transfer of real estate assets and the
investment portfolio, ARKAAN has obtained an investment in the shares of the National Bank, with an
ownership percentage of 19.22%.

The market value of ARKAAN’s investment in an associate (listed in Palestine exchange market) as at
31 March 2023 amounted to U.S. $ 39,126,000.

The following is the movement on investment in an associate:

31 December

31 March 2023 2022

U.S. $ (000’s) U.S. $(000’s)
Balance, beginning of the period 33,753 -
Investment in an associate transferred from PALTEL - 31,530
Net purchase / sale of shares in an associate 577 188
ARKAAN'’s share of associate’s results of operation 732 1,971
ARKAAN'’s share of associate’s other comprehensive

income item 83 64

Balance, end of the period 35,145 33,753

Subsequent to the date of these interim condensed consolidated financial statements, members of
the board of directors representing ARKAAN’s interests have submitted their resignations from the
board of directors of The National Bank (associate company), where a new board of directors will be
established soon. If ARKAAN loses its influence over the associate company, and based on
International Financial Reporting Standards, its share in the associate company will be re-evaluated at
fair value and the investment will be reclassified as financial assets at fair value (Note 19).




7. Investments in Financial Securities

A) Financial assets at fair value through other comprehensive income

ARKAAN perceives these investments as strategic investments, accordingly, these investments were
classified as financial assets at fair value through other comprehensive income items. Financial assets
at fair value through other comprehensive income includes the following:

Quoted shares in regional financial
markets

Un-Quoted shares in financial
markets

Movement on the fair value reserve was as follows:

Balance, beginning of the period

Profit (Losses) from valuation of
financial assets at fair value
through other comprehensive
income

ARKAAN’s share of associate’s other
comprehensive income

Balance, end of the period

B) Financial assets at fair value through profit or loss

31 March 2023

31 December
2022

U.S. $ (000’s)

U.S. $ (000’s)

152,493 150,185
3,080 3,080
155,573 153,265

31 March 2023

31 December
2022

U.S. $ (000’s)

U.S. $ (000’s)

(14) -
2,308 (78)
83 64
2,377 (14)

Financial assets at fair value through profit or loss represent the following:

Quoted shares in regional financial
markets

8. Accounts receivable

Trade receivables
Checks under collection

Allowance for expected credit losses

Short-term accounts receivable

Long-term accounts receivable

31 March 2023

31 December
2022

U.S. $ (000’s)

U.S. $ (000’s)

24,888

24,838

31 December

31 March 2023 2022
U.S. $ (000’s) U.S. $ (000’s)

792 801

104,906 104,566
105,698 105,367
(1,224) (1,224)

104,474 104,143
44,335 39,233

60,139 64,910
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9. Other Current Assets

31 December

31 March 2023 2022
U.S. $ (000’s) U.S. $ (000’s)
Due from PALTEL 19,436 20,018
Dividends receivable 7,052 -
Income tax advances (Note 12) 1,509 -
Due from Value Added Tax
department 889 795
Advances to suppliers 602 583
Accrued interest revenues 82 77
Due from related parties 17 64
Others 81 89
29,668 21,626

10. Statutory Reserve

Statutory reserve represents accumulation of profits transferred at 10% of annual net profit in
accordance with the Companies' Law. ARKAAN cannot cease to transfer profits to the reserve until the
statutory reserve’s balance reaches 25% of share capital. This reserve is not available for distribution
to the shareholders. ARKAAN did not appropriate any amounts to the statutory reserve, as these are
interim condensed consolidated financial statements.

11.  Distributed Cash Dividends from a subsidiary

The extraordinary General Assembly of Jericho Gate for Real Estate Investment Company (a
subsidiary), held on 6 March 2023, approved the distribution of cash dividends to shareholders with a
total amount of JD 10 million (equivalent to U.S. $ 14,104,000) distributed to each shareholder
according to the percentage of their contribution in Jericho Gate for Real Estate Investment Company.
According to the basis of preparation of interim condensed consolidated financial statements,
dividends income from subsidiaries is eliminated in full and the portion distributed to non-controlling
interests appears in the equity with a total amount of U.S. $ 3,526,000.

12. Provision for income tax
31 December

31 March 2023 2022
U.S. $(000’s) U.S. $(000’s)
Balance, beginning of the period 1,779 -
Transferred from PALTEL - 403
Additions 233 2,030
Payments of income tax (3,417) (669)
Currency difference (104) 15
Balance, end of the period (Note 9) (1,509) 1,779

During 2022, Jericho Gate for Real Estate Investment Company (a subsidiary) had reached a final
settlement with the Income Tax Department for the results of its operations for the year 2021, it did
not result in recording any additional tax provision.
In addition, ARKAAN and Jerusal (a subsidiary) has not reached a final settlement with the Income Tax
Department for the results of its operations for the year 2021, taking into consideration that all tax
filings have been submitted and the tax consultant is following up on tax reconciliations with tax
authorities.
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The taxes shown in the interim condensed consolidated income statement represent the following:

31 March 2023

U.S. $(000’s)
Income tax expense for the period 233
Amortization of deferred tax liability (63)
170

13. Sale of land and development rights

During the period and previous years, Jericho Gate for Real Estate Investment Company
(a subsidiary) signed sale of land and development rights agreements with local developers.

Following are the details of revenues according to land type:
For the three-month period ended 31 March 2023

U.S. $ (000’s)
Sales Gross
revenue Cost of sales Profit
U.S. $ (000’s) U.S. S (000’s) U.S. $ (000’s)

Housing 129 (105) 24
Commercial 63 (52) 11
Mixed use 1,094 (1,001) 93
1,286 (1,158) 128

Cost of sales includes the value of sold lands in addition to the portion of any other added costs, and
according to the percentage of completion of infrastructure.

The details of revenues from contracts with customers after deducting granted sale discounts:

According to the revenue recognition time:

For the three-
month period
ended 31 March

2023
U.S. S (000’s)
At a specific point of time 764
Over a period of time 522
1,286

14. Related party transactions

Related parties represent all balances and transactions with related parties which represent
associated company, major shareholders, members of Board of directors and key management
personnel of ARKAAN, and entities controlled or significantly influenced by such parties. Pricing
policies and terms of these transactions are approved by ARKAAN’S Board of Directors.

12



Following are the balances of related parties included in the interim condensed consolidated

statement of financial position, as at 31 March 2023:

Nature of relationship

31 March
2023

31 December
2022

U.S. $ (000’s)

U.S. $ (000’s)

Company invested in b
Other current assets pany y

major shareholders 19,436 20,018
A major shareholder’s
Other current assets subsidiaries 17 64
Cash and deposits at
banks Associate 11,188 15,698
Non-controlling interests Major shareholder 25,574 28,890
Accounts Payable Major shareholder 1,763 -
Company invested in by
Accounts Payable major shareholders 38 37

Following are the transactions with related parties included in the interim condensed consolidated
income statement:

For the three-
month period
ended 31 March
2023

Nature of relationship U.S. $ (000’s)

Interest from deposits Associate 15

Key management’s salaries and benefits for ARKAAN and its subsidiaries:

Key management’s share of salaries and related benefits 162

Key management’s share of employees’ indemnity expense 41

Board of Directors’ compensation and expenses 7
15. Fair Value

ARKAAN uses the following sequence to determine and disclose the fair values of its financial
instruments:

— Thefirst level: using trading prices (unadjusted prices) for completely similar financial instruments
in active financial markets for financial instruments.

— The second level: using data other than trading prices, but which can be observed directly or
indirectly.

— The third level: Using data that is not based on observable market data.

ARKAAN did not make any transfers between the levels mentioned above during the period.
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The following table shows the fair value measurement hierarchy of financial assets as at 31 March

2023:

Assets measured at fair value:

Financial assets at fair value
through other comprehensive
income items:

Quoted

Unquoted
Financial assets at fair value
through profit or loss — Quoted

Assets for which fair value is
disclosed

Investment in an associate

Fair Value Measurement using

Observable
Trading Prices in data Unobservable
active market (The second data
Total (The first level) level) (The third level)
us.s us.s

(000’s) (000s) U.S. $ (000’s) US.$ (000’s)
152,493 152,493 - -
3,080 - - 3,080
24,888 24,888 - -
39,126 39,126 - -

The following table shows the fair value measurement hierarchy of financial assets as at 31 December

2022:

Assets measured at fair value:

Financial assets at fair value
through other comprehensive
income items:

Quoted

Unquoted
Financial assets at fair value
through profit or loss — Quoted

Assets for which fair value is
disclosed

Investment in an associate

Fair Value Measurement using

Observable
Trading Prices in data Unobservable
active market (The second data
Total (The first level) level) (The third level)
us.$ us.$
(000’s) (000’s) U.S. $ (000’s) US.$ (000’s)
150,185 150,185 - -
3,080 - - 3,080
24,838 24,838 - -
38,170 38,170 - -
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The fair value of financial assets and liabilities:

The following table shows a comparison between the carrying amounts and the fair value of the
financial instruments according to their classification in the interim condensed consolidated

condensed financial statements:

Financial assets:

Financial assets at fair value
through other comprehensive
income

Financial assets at fair value
through profit or loss

Accounts receivable

Other financial assets

Cash and deposits at banks

Financial Liabilities:
Accounts payable
Other financial liabilities

Carrying amount

Fair Value

31 March 31 December 31 March 31 December
2023 2022 2023 2022
us.$ us.s$ us.$ us.$
(000’s) (000’s) (000’s) (000’s)

155,573 153,265 155,573 153,265
24,888 24,838 24,888 24,838
104,474 104,143 104,474 104,143
27,531 21,041 27,531 21,041
22,064 26,632 22,064 26,632
334,530 329,919 334,530 329,919
3,354 1,922 3,354 1,922
8,614 9,722 8,614 9,722
11,968 11,644 11,968 11,644

The fair values of financial assets and liabilities are shown according to the values at which

exchanges can take place between the parties concerned, with the exception of compulsory or

liguidation sales.

— The fair values of accounts receivable (except for long-term accounts receivable), other current
assets, cash and deposits at banks, accounts payable and other current liabilities approximate
their carrying amounts due to the short-term maturities of these instruments.

— The fair value of long-term lease liabilities and long-term accounts receivable were estimated by
discounting the expected cash flows using the same interest rates for items with similar terms and

risk characteristics.

— The fair value of quoted financial assets at fair value through profit or loss and quoted financial
assets at fair value through other comprehensive income is determined based on their price
guotations at the date of the interim condensed consolidated financial statements.

— The fair value of unquoted financial assets at fair value is determined using appropriate valuation

methods.
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16. Contractual commitments and contingent liabilities.

As of the interim condensed consolidated financial statements date, Jericho Gate for Real Estate
Investment Company (a subsidiary) had contractual obligations resulting from contracts signed with
contractors and consultants. The amount of contractual commitments represent the difference
between the total contract value and the completed amount as at the date of the interim condensed
consolidated financial statements. Following is a summary of the outstanding contractual
commitments, which are due in the following years:

31 March 2023 31 December
2022
U.S. S (000’s) U.S. $(000’s)
Unpaid portion of the contractual contracts 40,077 5,381
Unpaid portion of the consultation contracts 924 80
41,001 5,461

17. Segment information

ARKAAN presents segment reporting information in accordance with ARKAAN’s nature of operations,
as risks and rates of return are affected predominantly by differences in the products and services
provided.

Business segments comprise of real estate development and investment in addition to the financial
investment sector. Business operations are organised and managed separately according to the nature
of the services provided by each sector, as each sector presents a strategic business unit.

The following table represents revenues, profit before tax, and other segment information regarding
ARKAAN'’s operating segments as of 31 March 2023 and 31 December 2022:

Real estate Financial
31 March 2023 development investment Eliminations Total
us.s

Revenues U.S. $ (000’s) U.S. S (000’s) U.S. S (000’s) (000’s)
Revenues from external parties 1,286 - - 1,286
Inter-segment revenues

(eliminated) - 10,578 (10,578) -
Share of associate’s results of

operations - 732 - 732
Cash dividends income from

financial investments - 7,052 - 7,052
Profit from financial assets at fair

value through profit or loss - 50 - 50
Segment revenues 1,286 18,412 (10,578) 9,120
Results of operations
Segment’s profit before tax 1,329 18,231 (11,000) 8,560
Other information
Cost of land and development

rights (736) - (422) (1,158)
Capital expenditures 1,225 - - 1,225
Interest revenues 1,298 41 - 1,339
Investment in an associate - 35,145 - 35,145

The following table represents the assets and liabilities of ARKAAN’s business segments as at 31 March
2023 and 31 December 2022:
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Real estate Financial
development investment Eliminations Total
us.s Uus.s
31 March 2023 (000’s) U.S. S (000’s) U.S. S (000’s) (000’s)
Segments’ assets 206,072 590,952 (311,215) 485,809
Segments’ liabilities 57,651 563 (879) 57,335
Real estate Financial
development investment Eliminations Total
us.s us.s us.s
31 December 2022 (000’s) (000’s) U.S. $ (000’s) (000’s)
Segments’ assets 211,074 570,276 (303,339) 478,011
Segments’ liabilities 53,014 371 3,407 56,792
18. Concentration of risk in geographic area

ARKAAN is carrying out the majority of its activities in Palestine, the political and economic situation
destabilization in the area increases the risk of carrying out business and may adversely affect the

performance.

19. Subsequent event

Subsequent to the date of these interim condensed consolidated financial statements, members of
the board of directors representing ARKAAN’s interests have submitted their resignations from the
board of directors of The National Bank (associate company), where a new board of directors will be
established soon. If ARKAAN loses its influence over the associate company, and based on
International Financial Reporting Standards, its share in the associate company will be re-evaluated at
fair value and the investment will be reclassified as financial assets at fair value.
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