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Independent auditor’s report

To the shareholders of
Kuwait Real Estate Company — KPSC
Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Kuwait Real Estate Company - KPSC (the “Parent
Company”) and its subsidiaries (the “Group”), which comptise the consolidated statement of financial position
as at 31 December 2020, and the consolidated statement of profit or loss, consolidated statement of profit or
loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements, including a summary

of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present faitly, in all matetial respects, the
consolidated financial position of the Group as at 31 December 2020, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants” Code of Ethics for Professional Accountants (TESBA
Code), and we have fulfilled our ethical responsibilities in accordance with the IESBA Code. We believe that

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these mattets.

Valuation of investment properties

The Group’s investment properties comptise of lands and buildings, including right of use assets, in Iuwait
and GCC countries. The total carrying value of the investment properties are significant to the Group’s
consolidated financial statements and are carried at fair value. Management determines the fair value of its
investment properties on a periodic basis using external appraisers to support the valuation.

i
Investment properties are valued using mark to market approach which is based on the latest sale prices of
properties within similar areas for certain investment propetties, and income capitalization approach which is
based on estimates and assumptions such as rental values, occupancy rates, discount rates, financial stability of
tenants, market knowledge and historical transactions for certain other properties. Also, the disclosures relating
to the assumptions are relevant, given the estimation uncettainty and sensitivity of the valuations. Given the
size and complexity of the valuation of investment properties and the importance of the disclosures relating to
the assumptions used in the valuation, we identified this as a key audit matter. The Group’s disclosures about
its investment properties are included in Notes 11 and 33.3 to the consolidated financial statements.
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Independent Auditor’s Report to the Shareholders of Kuwait Real Estate Company - KPSC
(continued)

Key Audit Matters (continued)

Valuation of investment properties (continued)

As part of our audit procedutes amongst others, we have evaluated the above assumptions and estimates made
by management and the external appraisers in the valuation and assessed the appropriateness of the data
supporting the fair value. Furthermore, we assessed the appropriateness of the disclosures relating to the

sensitivity of the assumptions.

Valuation of financial assets at FVTPL and FVTOCI

The Group’s financial assets at fair value through profit or loss (FVIPL) and financial assets at fair value
through other comprehensive income (FVTOCI) include significant unquoted investments. Due to their
unique structure and terms, the valuation of these instruments is based either on external independent
valuations or on entity-developed internal models. Therefore, there is sighificant measurement uncertainty
involved in valuations. As a result, the valuations of these instruments were significant to our audit. We have,
therefore, spent significant audit efforts in assessing the appropriateness of the valuations and underlying
assumptions. The Group’s disclosures about its financial assets at FVIPL and FVTOCI are included in Notes
18, 13 and 33.2 to the consolidated financial statements.

Our audit procedures included agreeing carrying value of the unquoted securities to the Group’s internal or
external valuations prepared using valuation techniques, assessing and challenging the appropriateness of
estimates, assumptions and valuation methodology and obtained supporting documentation and explanations
to cotrobotate the valuations.

Other information included in the Group’s Annual Report
Management is responsible for the other information. Other information consists of the information included
in the Group’s Annual Report, other than the consolidated financial statements and our auditot’s report
thereon. We obtained the report of the Parent Company’s Board of Directors, prior to the date of our auditor’s
report, and we expect to obtain the remaining sections of the Annual Report after the date of our auditor’s

I‘EpOl't.

Our opinion on the consolidated financial statements does not cover the other information and we do not and
will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed on the other information that we obtained priot
to the date of this auditor’s report, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this rcgard.‘

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial

Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements

in accordance with IFRSs, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud

Oof efror.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management cither intends to liquidate the Group or to cease operations,

or has no realistic alternative but to do so.

Those Charged with Governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report to the Shareholders of Kuwait Real Estate Company - KPSC
(continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obrain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and (o issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated

financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The tisk of not detecting 2 material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control,

* Obtain an undexstmdmg of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opmion on the effectiveness of the
Group’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a matetial
uncertainty exists, we are required to draw attention in our auditot’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the undetlying transactions and
events in a manner that achicves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the Group audit. We remain solely responsible for our audit

opinion.

We communicate with Those Charged with Governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide Those Charged with Governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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Independent Auditor’s Report to the Shareholders of Kuwait Real Estate Company - KPSC
(continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

From the matters communicated with Those Charged with Governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to ourweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the
consolidated financial statements, together with the contents of the report of the Parent Company’s Board of
Directors relating to these consolidated financial statements, are in accordance therewith. We further report
that we obtained all the information and explanations that we required for the purpose of our audit and that
the consolidated financial statements incorporate all information that is required by the Companies Law No.1
of 2016, and its Executive Regulations, as amended, and by the Parent Company’s Memorandum of
Incorporation and Articles of Association, as amended, that an inventory was duly carried out and that, to the
best of our knowledge and belief, no violations of the Companies Law No.1 of 2016 and its Executive
Regulations nor. of the Parent Company’s Memorandum of Incorporation and Articles of Association, as
amended, have occurred during the year ended 31 December 2020 that might have had a material effect on the
business or financial position of the Parent Company.

We further report, to the best of our knowledge and belief, no violations of provisions of the Law No. 7 of
2010 regarding Capital Markets Authority (“CMA”) and its relevant regulations have occurred during the year
ended 31 [Je 020 that might have had a material effect on the business or financial position of the
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Huwait Beal Estate Company ~ KPSC and Subsidinrics

Consolidated Finhneial Statements
34 Decombor 2020

Consolidated statement of financial position

7

31 Dec. 31 Dec.
Notes 2020 2019
KD KD
Assets
Non-current assets
Property and equipment 89,848 207,386
Investment properties 11 218,339,071 223,906,226
Properties under development 12 10,377,048 7,450,699
Capital work in progress 814,569 519,126
Financial assets at FVTOCI 13 33,890,990 27,175,068
Investment in associates 14 7,604,079 7,967,807
Due from related parties 29 359,469 359,469
271,475,074 267,585,781
Current assets
Trading properties 15 8,727,651 8,624,272
Due from related parties 29 8,033,471 6,593,998
Accounts receivable and other assets 16 4,697,332 3,972,076
Advance payments for purchase of investments 17 16,039,281 11,347,662
Financial assets at FVTPL 18 6,495,324 25,501,033
Cash and cash equivalents 19 3,084,723 3,298,312
47,077,782 59,337,353
Total assets 318,552,856 326,923,134
Equity and liabilities
Equity
Share capital 20 94,736,506 94,736,506
Share premium 20 3,425,191 3,425,191
Treasury shares 21 (6,644,417) (6,262,577)
Other components of equity 22 6,281,426 15,559,006
Retained earnings 20,157,247 20,476,781
Equity attributable to owners of the Parent Company 117,955,953 127,934,907
Non-controlling interests 3,301,717 3,073,895
Total equity 121,257,670 131,008,802
Liabilities
Non-current liabilities
Barrowings 24 141,594,328 133,361,217
Lease liabilities 25 22,921,249 30,295,091
Provision for employees’ end of service benefits 984,372 972,051
' 165,499,949 164,628,359
Current liabilities
Due to related parties 29 3,486,913 1,010,928
Borrowings 24 3,346,231 5,768,622
Lease liabilities 25 7,033,096 6,959,568
Accounts payable and other liabilities 26 13,480,063 13,203,062
Due to bank 27 4,448,934 4343793
31,795,237 31,285,973
Total liabilities 197,295,186 195,914,332
318,552,856 326,923,134

Total equity and liabilities

~
Talal Jassem Al Bahar
Vice Chairman & CEO

The notes set out on pages 12 o 62 form an integral part of these consolidated financial statements.
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Wuwiit Real BEstate Company ~ KPS0 and Subsidiaries
Consolidated Financial Stntements
31 Decamber 2020

Consolidated statement of profit or loss

Year ended Year ended
31 Dec 31 Dec
Notes 2020 2019
KD KD
Income
Real estate rental income 18,466,440 23,735,949
Real estate operating expenses (2,952,279) (3,020,742)
Net rental income 15,514,161 20,715,207
Change in fair value of investment properties 11 (6,782,268) (6,284,697)
Share of results of associates 14.2 62,111 573,788
Change in fair value of financial assets at FVTPL (729,286) (509,731)
Gain on sale of financial assets at FVTPL 207,855 -
Dividend income 9 413,836 334,465
Gain on disposal of a subsidiary 7.3 346,401 -
Gain on bargain purchase of a subsidiary - 3,579,018
Rent concessions 25 3,430,000 -
Other income 780,828 798,133
| 13,243,638 19,206,183
Expenses and other charges
General and administrative expenses (1,993,695) (1,804,782)
Finance costs ' 8 (6,167,514) (8,071,661)
Provision for doubtful debts 16 (1,020,000) (400,000)
Provision for tax claims of foreign subsidiary - {606,000)
Provision for trading properties - (633,623)
(9,181,209)  (11,616,066)
Profit for the year before contribution to Kuwait Foundation for
the Advancement of Sciences (KFAS), National Labour Support
Tax (NLST), Zakat and Board of Directors’ remuneration 4,062,429 7,590,117
KFAS - (33,196)
NLST (93,464} (197,782)
Zakat (60,824} (98,808)
Board of directors’ remuneration - (40,000)
Profit for the year 3,908,141 7,220,331
Attributable to:
Owners of the Parent Company 3,567,703 7,045,605
Non-controlling interests 340,438 174,726
Profit for the year 3,908,141 7,220,331
Basic and diluted earnings per share attributable to Owners of the
Parent Company (Fils) 10 4.10 8.26

The notes set out on pages 12 to 62 form an integral part of this consolidated financial statements.



