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1.1 TASSNIEF Opinion:

Sumou Real Estate Company - Entity Rating

Domicile Saudi Arabia
Long-Term Rating BBB+
Outlook Stable
Short-Term Rating T-3
Rating Watch No
Action Type Assigned
Last Rating Action N/A

Tassnief has assigned a long-term entity rating of “Triple B Plus” (BBB+) and short-term entity rating
of "T-3" to Sumou Real Estate Company. The outlook on the rating is "Stable".

1.2 Rating Rationale:

The assigned ratings are underpinned by the established track record, strong market position, experienced
management team, and strong sponsor profile of the company. Ratings also factor in sound revenue sustainability and
business diversification supported by Kingdom's wide geographical presence, adequate segment, and operational
diversity. In addition, the financial profile is supported by healthy margins, low leveraged capital structure and a low
working capital intensity business model. However, room for improvement exists in the governance framework.
Ratings are also constrained by elevated sector risk for the real estate sector which is characterized by high cyclicality,
competitive intensity and elevated execution and selling risk.

The governance framework is considered sound and is expected to improve, given the ongoing listing process for
Tadawul. However, in line with international best practices, the governance framework has room for improvement
through documentation of succession planning and family charter, along with establishing an internal audit
department.

The business risk profile incorporates a low business risk model with limited exposure to volatility in raw material prices
and selling risk given sizeable proportion of development management fees in overall business mix. Revenue visibility
is reflective of a growing revenue profile and healthy project pipeline. Most revenue comes from development
management fees, whereby the company charges a fixed portion of the project value. Going forward, development
management will be the key growth driver while the share of developer and builder projects will remain relatively low.
In addition, the company has a reasonable land bank and investments which can further develop while some of it is
already under development, supporting the company's business plans and financial profile going forward.

Financial risk profile factors in healthy margins, although the quantum of margins depends on the revenue mix.
Capitalization indicators are supported by sizeable paid-up capital and low-leveraged capital structure. The liquidity
profile draws comfort from the business model whereby sizeable income is from development management; comfort
is also drawn from a healthy cash balance.

1.3 Rating Triggers

Ratings remain dependent on increasing scale of operations while sustaining the current low business and financial
risk profile. Room for improvement exists in overall governance framework through establishment and effective
functioning of internal audit department. Any significant increase in leverage indicators and resultant weak in cash
flow coverages may exert pressure on ratings.
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1.4 About the Company

Sumou Real Estate Company ("Sumou Real Estate" or the “Company”) is a Saudi Joint Stock Company operating under
CR# 2051034841 dated June 2007, issued in Al-Khobar. It is listed on the "Nomu" exchange and in the process of
listing on Tadawul. The Head office is in Al-Khobar, with one branch each in Riyadh and Jeddah. It is engaged in the
general construction of residential and non-residential buildings, purchasing and selling land and real estate.

2|Page



Classification: Restricted Classification: Restricted

RELATED CRITERIA AND METHODOLOGY

Rating Methodology for Corporate (v.2. 2019) can be found on the website:

DISCLAIMER:

e  TASSNIEF has conducted the exercise based on its approved Rating Methodologies and Policies
in order to derive the credit rating opinion on Saudi Telecom Company. The credit ratings and
observations contained herein are solely statements of opinion and not statements of fact or
recommendations to purchase, hold or sell any securities or make any other investment

decisions.
e All analyses related to the rating report are merely opinions of TASSNIEF on the rating date.

e TASSNIEF is not legally obliged for any losses or damages resulted by errors received in
TASSNIEF's information, since the rating was based on what the rated client has provided or
what is available from third parties. Rating information includes financial & qualitative data
provided by the client, as well as minutes and on site review

e This rating has not been amended following disclosure to the rated entity or its related
party(ies). The rating scale can be found in the link above. The rated entity has not conducted
any rating activity with regards to its rating. No parts of the rating activities were outsourced.

e The analyses and forecasts in this rating report are inherently forward-looking and cannot be
verified as facts. As a result, despite any verification of current facts, ratings and forecasts can
be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed.

Reproduction or transmission in any form is prohibited except by Permission from

TASSNIEF.
© Copyright 2022 by TASSNIEF
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Talha Igbal Rai Aman Zafar
Senior Rating Analyst Rating Analyst
011-250 2030 011-250 2093
tigbal@tassnief.com raman@tassnief.com
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