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Board of Directors’ Report Regarding the
Approval of the Association’s Budget for the Year 2026

First: Introduction

Pursuant to the notice requirements for convening the
General Assembly as stipulated in Article (53), and the powers
and duties of the Board of Directors set out in Article (43) of
Resolution No. (1) of 2020 on the Regulation of Owners
Associations in Joint Properties issued by the Real Estate
Regulatory Authority (RERA), which require the General
Assembly to consider the proposed budget for the following
financial year.

Accordingly, the Board of Directors, at its meeting No. (14) of
2025 held on 9 December 2025, prepared a provisional budget
for the Association for the year 2026, with total expenditures
amounting to BD 1,550,000, compared to the 2025 budget of
BD 1,517,000. Based on this budget, the annual service charge
contribution was determined at BD 3.664 per square meter of
the built-up area of the unit, compared to the previous rate of
BD 3.500.

In fulfillment of the Board’s responsibility and commitment to
transparency, and to enable the General Assembly to review
the bases upon which the proposed budget was prepared and
the circumstances that necessitated its provisional adoption at
the beginning of the financial year, the Board of Directors
hereby submits this report to the General Assembly together
with its recommendation.

Second: Regulatory Framework and Powers of the Board of
Directors

The Board of Directors affirms that the Articles of Association
and the Association By-Laws, and pursuant to Article (43) of
Resolution No. (1) of 2020 on the Regulation of Owners
Associations issued by the Real Estate Regulatory Authority,
the the
administrative and financial affairs, and to take the necessary

authorize Board to manage Association’s
decisions to ensure the proper conduct of business, continuity
of services, fulfillment of contractual and legal obligations, and
the avoidance of any disruption to owners’ interests, without

prejudice to the powers of the General Assembly.
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Third: Financial Year Particularities and Timing of the General
Assembly

The Board of Directors hereby informs the General Assembly
of the following:

- The Association’s financial year commences in January of
each year.

- The Ordinary General Assembly is typically convened
during the month of May each year.

As a result, there exists a time gap between the start of the
new financial year and the date of the General Assembly
meeting, during which it is not feasible to suspend or halt the
Association’s financial or operational affairs without causing
direct adverse effects on services and common facilities.

Fourth: Justifications for the Provisional Adoption of the
2026 Budget

Based on the foregoing, the Board of Directors resolved to
provisionally adopt the Association’s budget for the year 2026
for the following reasons:

1. Ensuring continuity of operations:
Association to continue operating and maintaining the

Enabling the

common areas and facilities, and to meet its financial
obligations under existing service provider contracts.

2. Avoiding disruption to owners’ and residents’ interests:
Any delay in adopting a financial framework at the
beginning of the financial year could negatively affect the
level and quality of services provided.

3. Compliance with existing contractual obligations: The
Association is bound by ongoing
commitments that cannot be suspended or deferred
without legal and financial consequences.

contractual

Accordingly, the Board deemed it necessary to adopt a
provisional budget pending its submission to the General
Assembly for final approval. Given that the budget items are
directly linked to financial obligations and maintenance
programs for the common areas and Association facilities, the
Board also resolved to implement the budget and issue annual
service charge contribution invoices as part of sound
management and prudent decision-making.

In this context, the Board reiterates that such adoption is
provisional and does not constitute final approval, remaining
subject to the decision of the General Assembly, which holds
the original authority.
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Fifth: Scope and Limits of the Provisional Adoption

- The provisional adoption is limited to the conduct of the
Association’s routine administrative and operational
affairs at the start of the financial year.

- It does not give rise to any exceptional or long-term
financial commitments outside the framework of the
proposed budget presented to the General Assembly.

- The provisional budget, including the resulting annual
contribution amount, has been implemented as a
necessary measure to ensure continuity of operations,
without prejudice to the General Assembly’s right to
approve or amend the budget and the contribution
amounts.

- Should the General Assembly approve any amendment
to the annual contribution amount, the Board of
Directors shall apply the approved adjustments to the
issued annual contribution invoices in accordance with
the applicable regulatory procedures.

- The Board of Directors is committed to managing
with
rationalization, efficiency, and transparency.

expenditures in accordance principles of

Sixth: Budget Preparation Policy

In preparing the Association’s budget for the 2026 financial
year, the Board of Directors adopted a set of financial
principles and bases aimed at achieving financial
sustainability, enhancing transparency, and ensuring fairness
in the distribution of costs among owners, while maintaining
aresponsible level of expenditure that enables the Association
to implement projects approved by the General Assembly
without imposing unjustified burdens on the operational

budget.

The Board confirms that all financial principles and bases are
fully compliant with the applicable legislation and regulations
governing the Association’s operations, in particular
Resolution No. (1) of 2020 issued by the Real Estate Regulatory

Authority, and the Association’s By-Laws.

The budget preparation policy was based on the following
principles:
1. Contribution Calculation Mechanism

Service charges Contributions were calculated based on

the total budget expenditures and the weighted average
built-up area, which includes:
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- The original built-up area of constructed units;
- Approved additional areas;

- An 20%

unconstructed units (Lands).

additional of the original area of

Accordingly, the service charge calculation formula is as

follows:
Total Budget + Weighted Average Built-up Area

. Exclusion of Additional Revenues from Service Charge

Contribution Calculation

The Board resolved to exclude additional revenues from
the service charge contribution calculation, as such
revenues are non-fixed, and to allocate them instead to
the financing of new and developmental projects required

by the Association.

. Coverage of Essential Services and Contractual

Obligations

The annual contribution amount is intended to cover all
existing contractual obligations, costs of materials and
supplies, and all operational services necessary to
maintain the efficiency and sustainability of the facilities
and components of the Riffa Views community, without

compromising service quality.

. Policy on the Use of Revenues from the Sale of Additional

Lands

Revenues generated from the sale of additional lands are
allocated exclusively to financing the Association’s
developmental projects, in accordance with the Master
Transfer Agreement (MTA), with any surplus transferred
to the Reserve Fund to strengthen the Association’s

financial position.
. Financing Major Infrastructure Maintenance

Major infrastructure maintenance works, including, but
not limited to, roads, sewage networks, and landscaping
are financed from the Reserve Fund rather than annual
contributions, subject to the approval of the General
Assembly, thereby avoiding exceptional burdens on

operational charges.
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6. Reserve Fund Percentage

Starting from the fiscal year 2025 budget, the Board
determined the Reserve Fund contribution at 1.24% of the
historical cost of the infrastructure network, amounting to
BD 145,000, with the aim of achieving financial balance
and avoiding a rapid increase in annual service charges,
while ensuring the Association’s readiness to meet future
obligations.

In addition, a fixed depreciation amount of BD 58,000 has
been calculated, bringing the total funding of the Reserve
Fund, inclusive of depreciation, to BD 203,000.

Seventh: Budget Overview and Annual Contributions

Based on the budget preparation policy, the Board of Directors
has prepared the Association’s budget for the 2026 financial
year in line with actual operational requirements and in a
that the
Accordingly, the amount of the annual service charge

manner ensures sustainability of services.

contributions has been determined based on this budget.
(1) Total Proposed Budget for the 2026 Financial Year

The total proposed budget expenditures for the 2026 financial
year amount to BD 1,550,000, compared to BD 1,517,000 for
the 2025 financial year, representing an increase of 2.17%.

The Board clarifies that this increase is attributable to the
following:

1. Implementation of necessary maintenance works for
common areas and Association facilities: The proposed
budget includes the implementation of several essential
maintenance works that address the actual needs of
residents and aim to maintain the efficiency of common
facilities and the sustainability of services. These works
are based on proposals raised by Association members
during the most recent General Assembly meeting,
reflecting the Board’s commitment to responding to
owners’ expectations and enhancing the quality of living
within the community. The increase in the periodic
maintenance item amounted to BHD 39,000.

2. Increase in certain service contract expenses: Some
service contracts experienced a slight increase in
expenses, totaling BHD 10,000, which is considered a
normal increase given the rise in operating costs and
expenses.
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With regard to additional revenues, the Board has decided not
toinclude such revenues within the operating budget, as these
revenues are non-recurring and subject to increase or

decrease.

This approach aims to allocate additional revenues to the
financing of essential and developmental projects, enabling
the Association to implement such projects without imposing
unstable burdens on the operational budget. It is noted that
all Association projects are based on proposals submitted by
members and are intended to enhance the distinctive

residential environment of the Riffa Views community.
(2) Annual Contribution Amount Payable by Units

The annual service charge contribution payable by units was
determined based on the approved budget expenditures by
dividing the total budget by the total built-up area of all units,
in the

in accordance with the mechanisms set out

Association’s regulations and By-Laws.

Each unit owner is obligated to pay the annual service charge
contribution corresponding to the built-up area of their unit,
ensuring fairness among owners and the sustainability of the
financial resources required to operate and maintain common

facilities and areas.

Eighth: Recommendation of the Board of Directors

Based on the foregoing, the Board of Directors recommends

that the General Assembly approve the following:

1. Approval of the Association’s budget for the 2026
financial year, with total amount of BD 1,550,000.

2. Approval of the annual service charge contribution rate

set at BD 3.664 per square meter of built-up area.

Attachments:

1- Summary of the Association’s Budget for the Year 2026
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Budget Assumptions

All costs and revenues are based on signed contracts with service providers.

Expenses:

PR budget has been reduced by 4% following the Board’s guidance.

Credit card charges are estimated based on an assumption that 20% of owners will use this payment method.
Discount expense is budgeted assuming 26% of owners will pay in advance, based on historical data.

Service Charge advance payment discount of 5% applies only to cash payment.

Sinking Fund and Depreciation:
Set at 1.73% of the infrastructure’s historical cost, inclusive of depreciation.

Basis of Built Up Area (BUA):

All villas are charged 100% of the service charge rate.

Unconstructed lands are charged 20% of the BUA of the original villa type
Additional BUA included in the SC Rate calculation.

Rate Calculation:

Effective 2026, the Board has determined that the SC Rate shall be calculated based on:
Total Budget divided by
Total Built up Area (Original + Additional BUA)

SC Rate 3.664 per m?

Total Budget has increased by 2% compared to last year's budget which is conidred to be a normalrise
This increase is mainly attributed to:

BD 39K increase in Common Area Maintenance costs

BD 10K increase in Contracts for Services

Otherincome is excluded from the SC rate calculation and will instead be allocated to finance new projects.

Association Manager’s Recommendation:

Itis recommended to approve BD 3.664 / sgm to ensure sustainability of the Community and consistency with prior years.
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2025 2025 2026 Budget Variance
Elements of Budget
4 Approved Actual Proposed BD %
Budget Budget
Property Management 298,000 297,540 301,000 3,000 1.0%
Operating Expenses 152,000 125,001 135,000 (17,000)| -11.2%
Contracts For Services 695,000 696,000 704,000 9,000 1.3%
Maintenance & Utilities 170,000 209,980 207,000 37,000 21.8%
Capital Replacement Fund 202,000 202,987 203,000 1,000 0.5%
Total Budget (BD) 1,517,000 | 1,531,509 | 1,550,000 33,000 2.2%
Projects are to be Funded from Other Income:
Other Income 97,163 81,586 91,446 (5,717)] -5.9%
Projects - - 91,000 91,000 0.0%
Surplus / (Shortage) 97,163 81,586 446 (96,717)| -99.5%
BUdget 2026 Property
Other Income Management

3%

Total Budget (BD)
49%

9%

Operating Expenses
4%

Contracts For Services
22%

Maintenance &
Utilities
7%

Capital Replacement
Fund
6%




2026 Budget

L. Variance Budget 2026 vs BD / GBA
Description Budget 2025 Actual 2025 Budget 2026  Actual 2025 ,
BD % (m”)
BD %

Property Management 298,000 297,540 (460) -0.2% 301,000 3,460 1.2% 0.712
Operating Expenses 152,000 125,001 (26,999) -17.8% 135,000 9,999 8.0% 0.319
Advance Payment Discount & Collection Fees 50,000 32,951 (17,049) -34.1% 38,260 5,309 16.1% 0.090
Public Relations & Events 68,000 65,644 (2,356) -3.5% 65,177 (467) -0.7% 0.154
RVOA Board Remunerations 6,250 6,250 0 0.0% 6,250 0 0.0% 0.015
Legal & Professional Expenses 13,000 10,094 (2,906) -22.4% 12,510 2,416 23.9% 0.030
IT & Communications 9,000 8,535 (465) -5.2% 9,450 915 10.7% 0.022
Miscellaneous & Others 6,000 1,527 (4,473) -74.6% 3,840 2,313 151.5% 0.009
Contracts For Services 695,000 696,000 1,000 0.1% 704,000 8,000 1.1% 1.664
Landscaping 269,300 269,280 (20) 0.0% 277,200 7,920 2.9% 0.655
Facility Management 99,000 99,000 0 0.0% 101,200 2,200 2.2% 0.239
Waste Management & Cleaning 122,300 122,295 (5) 0.0% 122,300 5 0.0% 0.289
Sewerage Treatment 90,300 93,037 2,737 3.0% 92,200 (837) -0.9% 0.218
Security 108,900 108,900 0 0.0% 108,900 0 0.0% 0.257
Pest Control 4,800 3,646 (1,154) -24.0% 2,500 (1,246) -31.4% 0.006
Maintenance & Utilities 170,000 209,980 39,980 23.5% 207,000 (2,980) -1.4% 0.489
Common Area "Electricity & Water" 30,000 28,237 (1,763) -5.9% 28,300 63 0.2% 0.067
Common Area Maintenance 137,500 178,993 41,493 30.2% 176,260 (2,733) -1.5% 0.417
Common Area Insurance Coverage 2,500 2,750 250 10.0% 2,800 50 1.8% 0.007
Capital Replacement Fund 202,000 202,987 987 0.5% 203,000 13 0.0% 0.480
Total Budget 1,517,000 1,531,500 14,500 0 1,550,000 18,500 1.2% 3.664
Projects are to be Funded from Other Income:
Other Income 91,446 0.0%
Projects 91,000 0.0%
Surplus / (Shortage) 446




Riffa Views Development

Villa Schedule
Total Units Lands
Estate Villa Type BUA % for
(m2) Qty GBA (m2) Lands GBA (m2) Lands 3.664| TotalSC
2 Bedroom TH2 193 84 16,212 - - 707 59,406
3 Bedroom TH1 274 70 19,180 1 274 20% 1,004 69,478
3 Bedroom Villa - F 297 24 7,128 - - 1,088 26,119
4 Bedroom Villa - A 378 24 9,072 - - 20% 1,385 33,243
4 Bedroom Villa - Al 349 113 39,437 5 1,745 20% 1,279 139,394
§ 5 Bedroom Villa - B 478 10 4,780 - 20% 1,752 17,515
% |5 Bedroom Villa - B1 515 5 2,575 - 20% 1,887 9,436
~ |5 Bedroom villa - B2 472 141 66,552 7 3,304 20% 1,730 234,181
5 Bedroom Villa - C 715 33 23,595 3 2,145 20% 2,620 80,171
6 Bedroom Villa - C1 852 10 8,520 6 5,112 20% 3,122 16,234
XL Plots
Total Lagoons 383 514 197,051 22 12,580 685,177
2 Bedroom TH2 193 19 3,667 - - 707 13,437
3 Bedroom TH1 274 9 2,466 - - 1,004 9,036
3 Bedroom Villa - F 297 28 8,316 - - 1,088 30,472
4 Bedroom Villa - A 378 1 378 - - 1,385 1,385
2 |4 Bedroom Villa - Al 349 30 10,470 1,279
S |5 Bedroom Villa-B 478 2 956 - - 1,752 3,503
5 Bedroom Villa - B2 472 102 48,185 - - 1,731 176,564
5 Bedroom Villa - C 715 5 3,575 1 715 20% 2,620 11,004
6 Bedroom Villa - C1 852 5 4,260 2 1,704 20% 3,122 10,615
Total Oasis 409 201 82,273 3 2,419 256,016
2 Bedroom TH2 193 35 6,755 - - 707 24,752
3 Bedroom TH1 274 17 4,658 - - 1,004 17,068
THC 274 6 1,644 - - 1,004 6,024
» 3 Bedroom Villa - F 297 49 14,553 - - 1,088 53,327
E 4 Bedroom Villa - Al 349 87 30,363 - - 1,279 111,259
5 Bedroom Villa - B2 472 104 49,088 - - 1,730 179,873
5 Bedroom Villa - C 715 22 15,730 - - 2,620 57,639
6 Bedroom Villa - C1 852 19 16,188 - - 3,122 59,318
Total Parks 410 339 138,979 - - 509,261
2 Bedroom TH2 193 138 26,634 - - 100% 707 97,595
3 Bedroom TH1 274 96 26,304 1 274 99% 1,004 95,583
THC 274 6 1,644 - - 100% 1,004 6,024
3 Bedroom Villa - F 297 101 29,997 - - 100% 1,088 109,918
4 Bedroom Villa - A 378 25 9,450 - - 421% 1,385 145,887
4 Bedroom Villa - Al 349 230 80,270 5 1,745 1,279
= |5 Bedroom Villa-B 478 12 5,736 - - 956% 1,752 200,892
S [5 Bedroom villa - B1 515 5 2,575 - - 1,887
5 Bedroom Villa - B2 472 347 163,825 7 3,304 1,730
5 Bedroom Villa - C 715 60 42,900 4 2,860 95% 2,620 148,815
6 Bedroom Villa - C1 852 34 28,968 8 6,816 81% 3,122 86,167
XL Plots - - - - - - -
Grand Total 397 1,054 418,303 25 14,999 890,880
Villas ABUA Lands
100% 100% 20%
Weighted Average GBA 423,018 403,304 16,714 3,000
SC Recovery 3.664 1,477,827 61,246 10,992




Infrastructure Network Construction Cost

- Riffa Views
Construction Cost | SF Reserve | Annual SF
ITEM DESCRIPTION (BD) % Reserve BD
1 Road Network 2,730,000 2.25% 61,400
2 Sewerage Network 3,030,000 1.25% 37,900
3 Potable Water (Pumping Station Only) 216,000 2.00% 4,300
4 Drainage Network 1,057,000 0.50% 5,300
5 Telecom Network 560,000 0.00% 0
6 Street Light Network 988,000 0.50% 4,900
Boundary Wall + Gate H +S it
7 oundary Wa ate Houses + Security 1,234,000 1.00% 12,300
Systems
8 Irrigation Network 1,917,000 1.00% 19,200

TOTAL *

* To be used on computation of Sinking Fund

11,732,000

1.24%

145,300




Sinking Fund Calculation

2

GBA 418,000 M (0 (0 (0 024 (0 026 0 028 029 030 (0 (0 (0 034 0 036 0 038 039 040
Infrastruc'ture Network 11,732,000 BHD ; - . ) . ; : . ) .
Construction Cost

20 Years Life Cycle BHD/M? 0.36 0.45 0.53 0.62 0.71 0.80 0.89 0.98 1.07 1.16 1.25 1.34 1.43 1.52 1.60 1.69 1.78 1.87 1.96 2.05
Sinking Fund Value BHD / Year 149,000 186,000 224,000 261,000 298,000 335,000 373,000 410,000 447,000 484,000 522,000 559,000 596,000 633,000 671,000 708,000 745,000 783,000 820,000 857,000
Accumulated Sinking Fund BHD 149,000 335,000 559,000 820,000 | 1,118,000 | 1,453,000 [ 1,826,000 | 2,236,000 | 2,683,000 | 3,167,000 | 3,689,000 | 4,248,000 | 4,844,000 | 5,477,000 | 6,148,000 | 6,856,000 | 7,601,000 | 8,384,000 | 9,204,000 | 10,061,000
During 2025 Budget Review, the Board opted for a Fixed Annual SF 1.24% to aviod major increase on SC Rate:

Fixing SF Annual Funding as % Historical Cost at 1.24% 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000 145,000
Depreciation 57,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000 58,000
Annual Sinking Fund & Depreciation 1.73% 202,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000 203,000
Accumulated Sinking Fund 820,000 965,000 | 1,110,000 | 1,255,000 | 1,400,000 | 1,545,000 | 1,690,000 | 1,835,000 ( 1,980,000 | 2,125,000 | 2,270,000 | 2,415,000 ( 2,560,000 | 2,705,000 | 2,850,000 | 2,995,000 3,140,000

Utilization of Sinking Fund to adjust the service charge rate may be permitted, subject to Board approval, with a maximum limit of up to 15% of the annual Sinking Fund contribution

The Sherman Dergis Model

Factors and Asumptions

Age and History:

Revaluation:

Basic Premises:

The SD Formula:

Size: Over the years a larger infrastructure networks will require more capital repairs than a smaller one.
Complixity: The more complicated a network is in terms of its various support and control systems, the more demanding will be the need for repair funds.

If an ifrastructure network has been properly designed and constructed there should be no need for capital repairs during the first ten years of networks life. On the other hand, during the decade between the 40th and 50th year the need for repair funds may be

substantial. Thus, older networks generally require more immediate funding in order to stay operational.
Based on a five years evaluation to Network value and the NSA.

Exclusion of Utilities Value: The Network value is not including the utilities networks which will be adopted by the government (i.e. Electricity and Water Network).

¢ The formula is based on construction costs.

* The formula reflects the current year infrastructure network value by updating the original construction cost by using a national building cost index. (this can be updated annually)
¢ The formula recognizes that infrastructure network renewal should cost less than infrastructure network replacement.

* The formula recognizes that older networks require more capital funding than younger networks.

¢ To generate capital funding on a schedule consistent with the needs, the formula must be weighted to skew funding generation towards older structures. In order to accomplish this, a infrastructure network life expectancy (“n” years) is adopted and incorporated into
* Network renewal, should on average, cost no more than two thirds of the cost of new construction, thus the network renewal constant multiplier 2/3.

Where:

2/3
NV
NA

NSA

Annual appropriation = ((2/3 x NV) x NA/n)/NSA,

the network renewal constant,

the network value as determined equal to the Construction value
the Network age

the age weighting constant based on a specified life cycle.

the net sellable area or GBA
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