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Report on review of interim condensed consolidated financial information

T the baard of directors of
Favwzil Real Estae Company — KPS
Fourwait

Lntroduction

We have reviewed the accompanving interim condensed consolidaled starement of finaneial position of
Kuwair Real Fstare Company KPSC (“the Parent Company™) and its subsidiaries (“the Group™ as of 30
September 2019 and the related interim condensed consolidated statements of prafit ar loss, profit ar lozs and
other comprehensive income, changes in equity and cash flows for the nine-month perod then ended.
Managemenlt is responsible for the preparation and presentation of rhis interim condensed conzolidated
financial information in accordance with International Accounting Standard 34, “Interim Financial Reporting”.
Our responsibility s to express a conclusion on this ntesim condensed consolidated fnancial information

based on our review.

Sewpe af Revden

We conducred our review in accordance with Tnrernatonal Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Enlily” A review of interim
financial information consists of making inquities, promarnly of persons responisible for financial and accounting
tatters, and applying analytical and ather review procedures. A review is substantially less in scope than an
audit conducred in aceardance with Tnternational Standards on Auditing and consequently does nol enahle us
to obtain assurance that we would become aware of all significant matters that mighr be identified in an audir,
Accordingly, we do not express an audit opinion.

Conidusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidared financial information is not prepared, m all material respecrs, in accordance with
[nternational Accounting Standard 34, “Interim Financial Reporting™,

Report on review of other legal and regulatory requirements

Based on cur review, the interim condensed consolidated Anancial information is in agreement with the books
of the Parent Company. We further report that, to the best of our knowledge and helief, no viclatons of the
Companies Law No. 1 of 2010 and its Executive Regulations, or of the Memorandum of Incorporation and
Articles of Association of the Parent Company, as amended, have occurred during the aine-month period
ended 30 Seprember 2009 that might have had a material effecr on the business or financial position of the

Parent Company.

s

Anwar Y, Al-Qatami, ILCCAL
{Licence Mo 50-A)
of Grant Thornton — Al-Qutami, Al-Adban & Pastrers

Fluwait
O Movember 20719
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5]

Interim condensed consolidated statement of profit or loss

Three months ended

MNing rponths ended

30 Sept. 30 Sept, 30 Sept. 30 Sept,
Notas 201‘? 2EI1_B 2018 2D1_E
(Unaudited) (Unaudited) (Unaudited)  [Unaudited)
KD KD KD kD
Income
Feal estate rental income 5,818,276 4 306310 17,808,962 13,169,300
Feal estate operating expenses (725,954) {1,963 188) {2,138,193) (5.880171)
Met rental income 5112422 2343122 15,668,769 7,509,138
Change in fair value of investment properties 9 (1,686,072) - (5,058,214) -
Change in fair value of financial assets at
FWTPL 375,425 487 461 453,844 725910
Share of results of associates (21,514) 8619 140,988 34,6557
Dividend income 31,155 71,839 263,744 305,00
Reversal of provision no langer required - - - Q03,744
Gain on bargain purchase of subsidiary ] - - 3,579,018 -
Other income 220,360 198,894 650,390 838,702
4,031,776 3.110,035 15,698,539 10,315.082
Expenses and other charges
General and administrative expenses 473,736 404 146 1,317,558 1,010,487
Finance costs & 2,061,652 1,445 105 6,008,406 3803026
Provision for doubtful debts z G7.178 400,000 172,203
Provision for tax claims of foreign subsidiary 7 - - 608,000 -
2,535 3688 1,920,429 8,333,964 5,085,718
Profit for the period before provisions for
Kuwait Foundation for the Advancement of
Sciences (KFAS), National Labour Support
Tax (NLST) and Zakat 1,496,388 1,168 608 7,364,575 5,225 346
Provision for KFAS (6,308) (5,353) (31,731) (23,532)
Provision for NLST {41,711) (29,740) {198,482) {130,734)
Provision for Zakat (21,541) (11.896) {93,995) (52,293)
Profit for the period 1,426,830 1,142 817 7,040,367 5022 787
Attributable to :
Cwners of the Parent Company 1,346,003 1,142 617 6,772,858 5,022,787
MNon-controlling interest 80,737 - 267,509 -
Praofit for the period 1,426,830 1,142 817 7,040,367 5022 787
Basic and diluted earnings per share
attributable to owners of the Parent
1.28 5.60

Company (fils) 8

1.55

7.68
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Huwait Real Estata Company - KPSC and Subsidiaries
Interim Condensed Consclidated Financial Information

30 September 2019 (Unaudited)

Interim condensed consolidated statement of profit or loss
and other comprehensive income

FProfit for the period

profit or loss

fareign operations

Three months ended

Nine months ended

Attributable to :

MNon-controlling interests

30 Sept. 30 Sept. 30 Sept. 30 Sept.
2019 2018 2019 2018
{Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
KD kD KD KD
1,426,830 1,142 617 7,040,367 5,022 787
Other comprehensive income/{loss):
ftems thal will not be reclassified subseguently fo
inferdm condensed consolidated sfatement of
Financial assets at fair value through other
comprehensive income:
- Net change in fair value arising during the period 27,502 (63,915) (2,3B0,667)  {4.538.927)
Exchange differences arising on translation of
60,520 405,136 46 673 69,325
Total other comprehensive incomef{loss) 88,022 241,221 (2,333,994) 4,470,602}
Total comprehengive income for the period 1,514,852 1,483,838 4,706,373 552 185
Owners of the Parent Company 1,434,115 1,483 838 4,438,864 562 185
B0, 737 - 267,509 -
1,514,852 1,483,838 4,706,373 552185

Total comprehensive income for the period

Tl mover god aad o Sager ¥ ba 29 e an Sateoved part o i dndersie condencad conradislated Faanciad Snfsrmation,



Fuowall Real Eztaid Company - KPFES and Subsidiarkes
Intarin Cotdunsod Consolidattd Finansial lnfarmation
30 Sepugeeher 20083 (Ueaaiited)

Interim condensed consolidated statement of financial
position

30 Sept. 31 Dac. 30 Sept.
2049 2018 2018
Wotes  {Unaudited) (Auditad [Unaudited)
KD KD KD
Assels
Maon-cument assets
Propery and equipment 227,083 1,985 775 2070205
Iweslrent properties g 219,811,702 174,728 425 172 570,380
Properties under davelcoment 10 7,450,699 - -
Capltal work In progress 2,914,220 221,864 1,280,575
Financiat assets at FWVTOC] 33,146 444 31,963,856 31,851 457
Invasiment in associates 7,148,860 5,919,095 3,226,904
Due fram rei_z!ted parles 18 359,469 - =
Total non-current assets 271,058,447 214,831,045 210,979,231
Current assets
Trading proper:as 8,288,640 9,258,085 12,442 565
Due from related partles ! 7872341 2,019,328 9,749,924
Accounts receivable and other assets 4,365,636 3412677 3,325,566
Anvance payments for purchase of investments 11 10,460,382 14,037 524 .
Financal assets at fair value through profis of loss 26,261,642 24,574 4848 28,238 458
Cash and cash equivalents 12 4,116,666 2,981,865 5,077,261
Total current assets 62,659 306 56,063.578 5,536,564
Total Assots 333,617,752 270,855,023 260,816 605
Equity and Liabllitles
Equity
Share captal 13 94,736,506 20,711,294 0,871,294
Share premium 3,425191 3425191 3,425 191
Treasury sharas 14 15,820,051} (943 Ba4) (943,654)
Other components of equlty 15 20,140,807 21,735,900 23,025 445
Retained earnings 21,564,698 17,419,763 16,649,405
Equity attributable to owners of the Parent Company 134,047,151 132,308,469 133,027 621
Mon-cantra ling mterests 3,166,878 - -
Total equity 137,213,828 132,506 469 133,027 641
Liabilitles
Non-current llabliities
Borrowings & 137,956,155 111,671,394 0110580
Lease liabilties 7 28,563,403 - -
Frovision for employoes' end of service benefits 1,008,683 TBE 887 787 241
Total non-current liakllitles 168,528,241 112,367 285 110,807,821
Current liabilities
Due to related parties 15 654,105 G945 679 3,244
Borrowirgsz 18 2,036,308 6,852 877 2,696,113
Lease liabi'ities 1# 7,600,965 - -
Lease contracts liability . 3,207 596 3.570,268
Accounts payable and ather liabilities 43,273,581 11,032,321 14 176,763
Dt bank 4,410,124 4,399 392 4,507 708
Total current llabllitles 27 875 683 25.220,258 25,851 233
Total Liabilities 196,403,024 138,556,554 1 36.?&9.1}_54
Total Equity and Liabilities 333,617,753 270,895,023 269 816,655

water wvf oo o pages P an 28 farer an ntenrad part of i interiee condented conrodidated franeial fnforssaiion
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Huwait Real Estate Company — KPS3C and Subsidiaries
Interim Condensed Consolidated Financial Information
30 Sepitember 2019 (Unaudited)

Interim condensed consolidated statement of cash flows

Mine months Mine mantha
ended 30 ended 30
Sapt. 2019 Sept, 2018
{Unaudited) [Unaudited)
KD KD

OPERATING ACTIVITIES
Profit for the period 7,040,367 5,022,787
Adjustments:
Cepreciation 21,972 242,269
Finance costs 6,008,406 3,803,026
Change in fair value of investmeants at fair value through profit or loss (453,844) (725,910)
Share of results of associates {140,988) (34 567}
Dividend income (263,T44) (305,001)
Gain on bargain purchase of a subsidiary {3,579,018) -
Change in fair valug of investment properties 5,058,214 -
Provision for employees' end of service benefits 55,937 162,218
Frovision for lease contracts cormmitrment - 3,208,001
Provision for douotful debts 400,000 172,203
Provision for tax claims of oversees subsidiary 608,000 -
Reversal of provision no longer requirad - (G903 744)

14,755,302 10,741,262
Changes in operating assets and liabilities:
Cue from related parties (6,212 472) 18,475,800
Accounis receivable and other assets 437 876 {329.235)
Advance payment to purchase investments 3577132 -
Due to related parties (42,566) 22,583
Accounts payable and other liahilities (1,000,873) i1,688,030)
Lease contracts commitment paid - i4,812,000)
Employees’ end of service benefits paid (4,563} (74,274}
Met cash from/{used in) operating activities 11,509,836 (4615 474)
INVESTING ACTIVITIES
Furchase of property and equipment {11,146) {163,B62)
Additions to properties under development (7,450,699) -
Additions to capital work in progress (2,692,353) (823,704)
Purchase of investments at fair value through other comprehensive income (4,182,981) (156,6858)
Furchase of investments at fair value through profit or loss {1,248,218) (6,285,520)
Furchase of trading properties (30,555) 41 ,068)
Furchase of investmeant properties (432, 745) {8,291,780)
Addition in associates (1,157 821) -
Proceeds from sale of invesiments at fair value through profit or lass - 363,723
Proceeds from sale of investments at fair value through other
comprehansive income 515,467 -
Dividends received fram associates 125,181 430,664
Dividends income received 263,744 305,001
Bank balances resulted on acquisition of a subsidiary 3,046,106 -
Term depesits with maturity exceeding three months (433,056) (153, 750)
Met cash used in investing activities {13,689,076) {14,B18,951)

Thhee sewded ded ool o freper & do 29 S i edopad pard af S dnteriae cosdenived soniadidaied fFaandad information,



Kuwait Real Estate Company - KPSC and Subsidiaries
Inierim Condensed Consolidated Financial Infarmation
30 September 2019 {Unaudited)

Interim condensed consolidated statement of cash flows

MNine months Mire monthz
ended 30 andead 30
Sept. 2019 Sept 2014
Mote {Unaudited) (Unaudited)
KD KD

FINANCING ACTIVITIES
Met change in credit facilities 21,528,787 20,276,984
Finance costs paid (4,959,371) 2, 788,338)
Lease labilities paid (8,232,000) -
Met movement in treasury shares {4,876,357) (735,545)
Net cash generated from financing activities 3,461,059 16,753,103
Net differences in foreign currency translation (97,940) 41,851
Met increasel/{decrease) in cash and cash equivalents 1,281,819 (2,679,322)
Cash and cash equivalents at the beginning of the pericd 12 (1.847,972) 2,618,615
Cash and cash equivalents at the end of the pericd 12 {664,093) (15,858)
Material non-cash transactions:
Apquisition of a subsidiary
- Issue of share capital acquire a subsidiary 4,065,212 -
- Men-controlling inferest 2,899,169 -
- Proceed on disposal of financial assets at FWVOCI 350,499 =

{6,213,760) -
(26,144,198) -
26,144,198 .

- Increase in net assets excluding bank accounts
Investment properies
lease liabiities

e weter v onis an pages W le ZV form aie dntvervd part o W interine condeaves ooimddaied finaneinl nformation,



Huwalit Real Estate Company - KPSC and Subsidiaries 9
Interim Condensed Consolidated Financial Information
30 September 2019 (Unaudited)

Notes to the interim condensed consolidated financial
information

1 Incorporation and activities of the Parent Company
Kuwait Real Fstate Company — KPSC Parent Company) was incorporated in 1972 as a4 Kuwaitd Public
Shareholding Company in accordance with the provisions of the commercial Compatues Law i the State of

Fluweail,

The Group comprises the Parent Company and irs subsidiaries (rogether referred 2z “the Group™). The details
of the subsidiaries are described in Note 5,

The main activities of the Parent Company are as follows:

Carry oul various real estate works for achieving profir, including sale, purchase, renting out and leasing of
lands and real estate properties, erect buildings, prepare and implement studies of the privare and public
real estate projecrs directly or through mediation wherher in Kuwait or abroad.

- Carry out various building works and related works whether for itz account or for the account of third
parties and import, trade in all materials related o real estate and other works related or necessary thereto,
Invest in comparies’ shares or projects similar to the Company’s objectives or manage and direcr such
institutions in such a way that achicves interest,

- Build housing whether for citizens or government employees or the employees of officlal or private
authorites agamnst receiving their value from them either in cash or on installments.

- Carry our contracting works in pencral whether directly or threugh participation with other contracting
conpanies or representing same.

- Manapge others” properties in Kuwait and abroad,

- EBrect private and public buildings and projects, including malls, entertainment centers, touristic utilities
and implement them directly or through third parties in Kuwair or abroad and rent our or sell same in cash
or on installments afrer approval by the competent authoriies,

Create, manape or share third parties in real estare investment funds only whether in Kuwait or abroad to
employ and invest funds on behalf of athers after approval by the competent authorites,

- Do various real estate waork for achieving profit, including acouisition, sale and purchase of lands and real
estate properties and develop them for the account of the Company inside and outside Kuwair, rent out
and lease same and erccr buildings.

Prepare studies and provide consultations in all kinds of real estate fields, provided the required terms and
conditions are met by those who offer this service,

Acquire, sell and purchase shares and bonds of the companies or projects similar ro the Company’s
objecrives or manage such institutions and direct same i such a way that achicves interest,

Acquire movables and real estate properties necessaty to conduct its activiry within the limirs permitted by
the law and in compliance with its objectives,

Perform maintenance works related ro the buildings and properries ewned by the Company and athers,
including civil, mechanical and electrical works, clevators and air condivening works in such a way that
maintains buildings and therr safery.

- Organize real estate exhibitions for the Company's real estate projects.

[Told real estate auctions,

- Utilize the surplus funds available with the Company by investing same in financial portfolios managed by
specialized companies and entities inside and outside Kuwait.

- Contribute directly to set out the basic structure of the residental, commercial areas and projects by

"Building, Operation & Transfer” (BO'L system and manage the real estare urilities by BOT svstem.



Kuwrait Real Estate Company - KPSC and Subsidiaries 10
Interim Condensed Consolidated Financial Information
30 September 2019 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

1 Incorporation and activities of the Parent Company (continued)
The Parent Company has the rght to perform the above mentioned actvities inside and cuside the State of
Fouwait directly or through an agent, The Parent Company may have an interest or participate inoany aspect

with the enuries performing similar works or which might assist it in the achicvement of its ebjectives in Kuwat
or abtoad, The Parent Company may also establish or share or purchase these entities or affiliate them

therewith,
The Parent Company’s shares are lsted on Boursa Kowait,
The address of the Parent Company’s registered office is PAOBox 1257, Safar 13013, State of Kuowai,

Thiz interim condensed consolidated financial information for the nine-month period ended 30 September
2019 was authorsed for issue by the Parent Company’s board of directors on 6 November 201%

2 Basis of preparation

The interim condensed consolidated financial information of the Group for the nine-month pened coded 30
Seprember 2019 has been prepared in accordance with International Accounting Standard 34 “Interim Financial
Reporting”. The accounting polices used in the preparation of rhese interim condensed consolidated financial
informalion are consistent with those used in the preparation of the annual consalidated financial statements
for the year ended 31 December 2018, excepl for the changes described in note 3,

The interim condensed censclidated financial informatien has been presented in FKuwaith Dinar which is the
functional and presentation currency of the Parenr Company,

The interim condensed consolidated financial information does not include all informarion and disclosures
required for complete financial starements prepared in accordance with the International Financial Reporting
Standards, In the opinion of the Parent Company’s management, all adjusuments consisting of normal recurring
accrials considered necessary for o fair presentation have been included,

The preparation of interim condenszed conselidated financial informanion requires management to make
judgements, cstimates and assumptons that affect the applicaton of accounting poelicies and the reported
amounts of asscts, habilities, income and expense, Actual results may differ from these estimates,

In preparing this interim condensed consolidated financial information, the significant judgements made by
MANAgenent i1 a]_':]}l}-'ing the Group’s accounting policies and the |<E.f}-' sonrces of estmation uncertain v wete
the same as those that applied to the annual audited consolidated financial staternents as at and for the vear
ended 31 December 2018,

Operating results for the nine-month period ended 30 September 2019 are not necessarily indicative of the
results that may be expected for the financial year ending 31 December 2019, For further details, refer to the
consolidated fnancal statements and its refated disclosures for the year ended 31 December 2018,

3 Changes in accounting policies

3l New and amended standards adopted by the Group
A number of new and revised standards are offective for annual periods beginning on or afrer 1 Janvary 2019
which have been acl:}pred by the Group. Information on these new standards is presented beloss:



Huwait Real Estate Company - KP3C and Subsidiaries 11
Interim Candensed Consclidated Financial Information
30 September 2019 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)
31 New and amended standards adopted by the Group (continued)
Stanciand ar Tterpretation Fffudive far anneal periodr begfaning
IFRS 16 Leases | January 2019
1AS 28 - Amendments 1 Janeary 2019
Annual Improvements to ITFRSs 20015-2017 Cyele 1 Jatary 2019
TFRS 1 Leases

IFRS 16 replaced TAS 17 and three related Interpretations, IFRS 16 introduced new and amended requirements
with respect to accounting for leases. As a result, lessee accounting is now significandy different and removes
diztincrion berween finance and operating leases. It now requires recognition of a dpht-of-use asset and lease
liability ar commencement date for all leases, excepr for short term leases and low value leases, However, the
accounting by lessor has largely remained unchanged. The new accounting policy is described below.

Trasmrition o dute of il anoiivation

The new Standard has been applied using the modified retrospective approach, with the cumulanve effect of
adopting IFRS 16 being recognised in shareholders” equity as an adjusiment to the opening balance of retained
earnings for the current period.

For contracts in place ar the date of wnitgsl application, the Group has elected to apply the defintion of a lease
from 1AS 17 and [FRIC 4 and has net applied 1FRS 16 to arrangements that were previously not identified as
leaze under TAS 17 and [FRIC 4.

The Group has elected not 1o include initual direct costs in the measurement of the rght-of-use asset for
aperating leases in existence at the date of indal application of IFRS 16, being 1 January 2019, At this date, the
Greonap has also elecred to measure the tight- of use assets ar an amount equal e the lease labidivy adjusted for
any prepaid or accrued lease payments that existed at the date of transition.

Instead of performing an impaitment review on the right-of-use assets at the date of inital application, the
Group has relied on its historie assessment as to whether leases were onerous immediately before the date of

inutial application of IFRS 16,

On transiton, for leases, il any, previously accounted for as operating leases with a remaining lease term of less
than 12 months and for leases of Jow-value asscts the Group has applied the eptonal exemploens to oot
recognise right-of-use asscts but to account for the lease expense on a straight-line basis over the remaining

lease term.

For those leases previously classified as the right-of-use assel and lease liability are measured at the date of
inirial application at the same amounts as under TAS 1T immediately before the date of mital application,

On tranzition to [FRS 16 the weighted average incremental borroswing rare applied o lease liahilities recognised
under IFRS 10 was 4.153%:.

The Group has benefited from the vse of hindsight for determiming lease term when considering options m

exrend and rerminate leases.
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3 Changes in accounting policies (continued)
31 New and amended standards adopted by the Company (continued)
{FRS 16 Leascs (contimued)

Tapact a fwettad apdvation
The impacr on the Group as a lessee is described helow:

31 Dec, 1 Jan.
2018 Adjustments 20149
KD KD KD
Property and equipment 1,775,048 (1,775,048) -
Investment properties - 26,044 168 26,044 198
Lease liahilities - 26,144 185 26 144 198
Lease contracts liability 3,207,996 (3,207 998, -
Retained earnings 17,419,769 2232950 19,652 719

As a result of implementation of IFRS 16, the Group has determined that its properties leased from the Ministry
of Finance-State Properties department meet the scope of the standard and the Group is an intermediate lessor,
Further, these leased properties meel the definivon of investment property in IAS 40, Accordingly, these
propertes have been recoprised as investmentl properdes and are measured st faie value i line with the
accountng policy cholee of the Greup for its investment propertdes, Consequent to implementation of the
standard, the Group's retained earnings as of 1 January 2009 has been adjuzted with a gain of KI122,232,950,
The gain represents recognition of change in faie value of the right-of-use of assets of KIJBROO0000, reversal of
the accrual of lease contracts liabilities and write off of development costs of the leased properties.

There was no impact on adoption of TFRS 16 on the Group as a lessor, The Group condnues to classify and
accounts for ity leases as either linance leases or operating leases, However, the standard has changed and
expanded the disclosures required relating management of risks arsing from the Group’s residual interest in
leased assers.

Undert IFRS 16, an intermediate lessor accounts for the head-lease and sub-lease as two separate contracts.
Mew accounting policy for leases

T Glrasts ar a devies

For any new contracts entered into on or after 1 January 2019, the Group considers whether a conlract is, or
contains a lease. A lease is defined as ‘4 contract, or part of & contract, that conveys the dght to use an asset
(the underlying asset) for a peried of dme in exchange for consideration”.

Toapply this definition the Group asseszes whether the contract meets three key evaluations which are whether:

*  the contract contains an identified asset, which is either explicitly identified in the contract or implicitly
specificd by being identified at the dme the asset is made available to the Group

*  the Group has the right to obrain substantially all of the econoemic benefits from use of the identified
asset throughout the period of use, considering its rights within the delined scope of the contract

* the Group has the right to direct the use of the identified asset throughour the peried of use. The
Group assess whether it has the right to divect "how and for what purpose’ the asset is used throughout

the peried of use,
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3 Changes in accounting policies (continued)
31 Mew and amended standards adopted by the Company (continued)

IFRS 1 Leases (continued)

MNew accounting policy for leases (continued)

The Growp ar a deviee (oniinued)

The Group has elected to account for short-term leases and leases ol low-value assets using the practical
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these are
recopnised as an expense in profit or loss on a straighi-line basis over the lease terim.

Measurernent and recopnition of leases as a lessee
At lease commencement date, the Group recopnises o rght-of-use asset and a lease lahility on the statement
of fnancizl positon measured as foellows:

Bighe-afse avet

The tight-of-use asset is measured at cozt, which is made up of the mital measurement of the lease lability, any
initial direct costs incurred by the Group, an estmate of any costs to dismantle and remove the asset st the end
of the lease, and any lease payments made in advance of the lease commencement date {net of any incenrives

recetved),

Subsequent to initial measurement, the Group accounts for itz right-of-use assets az investment properties
carried at fair value, The fair values are determined by external professional valuers with sufficent experience
based en projected cash flows using discount rate and market conditions, Any gain or loss resulting from a
change in the fair value is immediately recopnized in the statement of profit or Ioss,

Lo fabidity

At the commencement date, the Group measures the lease liability at the present value of the lease payments
unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily available or the
Ciroup'’s incremental borrowing rate,

Lease payments included in the measurement of the leaze liability are made up of fixed paviments (incuding in
substance lixed), variable payments based on an index ot rate, amounts expected to be payable under a residual
value puarantee and paviments atising {rom optons reasonably certain to be excreised.

Subsequent o inital measurement, the lability is reduced for pavments made and increased for interest, Tt is
temneasured ro reflect any reassessment or modification, or if there are changes in in-substance fixed pavments.
When the lease liability is remeasured, the corresponding adjustment s reflected m the right-ofuse asset, or
profit and loss iF the rgheofose ssset is already reduced to zero.

The Corasp ar a devme

The Group enters into lease agreements as a lessor wilh respect to some of its investment properties. The
Giroup classifies 1ts leases as either operatung or finance leases, When the teems of a lease transfer subsrantially
all the risks and rewards of ownership to the lessee, the contract is classified as fnance lease. All other leases

are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head-lease and sub-lease as two separate contacts,
The sub-lease 15 classificd as fnance lease or operating lease by reference o the right-ofuse of asser ﬂri_-:ing

Fram the head-lease.
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Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)
31 Mew and amended standards adopted by the Company (continued)
IFRS 16 Leases (continued)

New accounting policy for leasces {continued)

The Grosn an @ ferveor fionfinsed)

Rental income from operating leases is recognised on a straipht line basis over lease term. Initial direcr cost
meutred in arranging and negotiatng a lease are added to the carrving amount of the lease assers and recognised
on # straight line basis over the lease term.

Amounts due under finance leases are recopnised as recervables. Finance lease income is allocated to the
accounting perdods so as 1o rellect a constant periodic rate of renam on the Group’s net investment oulstanding
for the finance lease,

fAS 28 — Amendments

The amendments to TAS 28 clarify that an cotty applics IFRS 9 Finawsiad Lustrnments to long-term interests in an
assoctate or joint venture that form part of the net investment in the associate or joint venmre but to which the
equily methad is not applied.

The adopton of this amendment did not result in any significant impact on the Group’s consolidated financial

statements,
Annual Improvements ro IFRSs 2015-2017 Cycle

Amendmentr fo JFRY 3 and IFRY 17 - Clarify that when an entity obrains control of a business that is a joint
operation it remeasures previously held inrerests in that business. The amendments to IFRS 11 clarify that when
an enlily obtains joint conrrol of a business that is a joint operation, the entity does nol remeasure previously

hield mterests in that business.

LAS 12 - The amendments clarify that the requirements in the former paragraph 528 (to recognise the income
tax consequences of dividends where the transactions or events that generared distributable profies are
recognised] apply to all income tax consequences of dividends by mowving the paragraph away from parapraph

52A that only deals with simanons where there are different tax rates for distnbuted and undisteibured profits,

145 23 - The amendments clarify that if any specific borrowing remains outstanding after the related asset is
ready for its intended use or sale, that borrowing becomes part of the funds that an entity

borrows geneml'l:.-‘ when caloculating the capitalisation rate on pencral borrowings,

The adoption of these amendments did not result in any significant impact on the Group’s consolidated

financial statements.
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information (continued)

3 Changes in accounting policies (continued)

3.2 IASB Standards issued but not vet effective
Arthe date of authodsadon of this nterim condensed consolidated financial information, cesmain news

standards, amendments and interpretations to existing standards have been published by the TASE but are not
ver effective, and have not been adopred early by the Group.

Management anticipates that all of the relevant pronouncements will be adopted in the Group's accounting
policies for the lirst penod begimning after the effecuve date of the pronouncements. [nformation on new
standards, ammendments and interpretations that are expected to be relevant to the Group’s interim condensed
conselidated financial information & provided below, Certain other new standards and interpretations have
been tssued but are not expected te have o material impact on the Group’s interim condensed consolidated

financial information.

Craetared HEEER eI Vifesive for anmaad periedn hepfnadn
Stanchard or Insorbretation Ffeutsve fo ! perdner baginsing

IFRS 10 and TAS 28 Sale or Contribution of Assers hetween an Investor

and its Associate or Joint Venture - Amendments MNo stated date
[FRS 3 — Amendments 1 Tanuary 2020
[AS T and TAS 8 - Amendments 1 January 2020

TERS 1t and TAS 28 Sale or Comribution of Assets between an Investor and 1ts Associate or foine
Venrure - Amendments
The Amendments ro IT'RS 10 Consolidared Financial Statements and 1AS 28 Investinents in Associates and
Joint Ventures (2011 clarify the treatment of the sale or contribution of assets from an investor o ifs associale
or joint venlure, as follows:
*  require full recognition in the investors financial statements of pains and losses arising on the zale or
contribution of assets that consutute a business (25 defined in IFRS 3 Business Combinarions)
s require the partal recognition of gains and losses where the assets do not constitute a business, Le. a
gain or loss is recognised only to the extent of the unrelated investors” interests in that associate or

jodt L venture.

These requirements apply regardless of the legal form of the transacrion, ez, whether the sale or contrbution
of aszets occurs by an investor transferring shares in a subsidiary that holds the assets (resulting in loss of
control of the subsidiary), or by the direct sale of the assets themsclves.

IASE has postponed the effective date indefinitely until other projects are completed. However, carly
implementation iz allowed. Managemenr does not anticipate that the application of these amendments will have

a signi[icalrlt .in‘.pm‘l on the Group’s consolidated {inancizl staternents in future should such transactions arise,

TFRS 3 - Amendments
The Amendments to [FRS 3 Business Combinations are changes to Appendix A Defined terins, the application

puldance, and the llustradve examples of IFRS 3 only with respect to Definition of Business. The amendments:

o clarify that to be considered a business, an acouired set of activities and assets muost include, a0 g minimum,
an input and a substantive process that together significantly contribute to the ability to create outpurs;
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3 Changes in accounting policies (continued)
3:2 [ASE Standards issued but not yet effective (continued)

IFRS 3 = Amendments {continued)

» narrow the definiions of a business and of outpurs by focusing on goods and servicez provided to
customers and by removing the refercnce to an ability to reduce costs,

* add guidance and illustrative examples o help entities assess whether a substantive process has been
acquired;

s remove the assessment of whether market participants are capable of replacing any missing inputs or
processes and continuing to produce ourputs; and

¢ add an optional concentration test that permits a simplified assessment of wherher an acquired set of

activites and assets is not a business

Muanagement does not anticipate that the applieation of the smendments in the furure will have a sipnificant

impact on rhe Group’s consolidated financial stalements,

A8 1 and FAS 8 — Amendmenis
The amendments (o TAS 1 and TAS 8 darif}f the definition of ‘material” and alipn the defininon used in the

Coneeprual leamework and the standards,

Manapement does not anticipate thar the application of the amendments in the future will have a significant
impact on the Group’s consolidated financial statements.

4 Judgement and estimates

The prepamton of intetim condensed consolidated financial information requires managetnent Lo make
judgements, cstimates and assumplions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing this interim condensed consolidated financial information, the significant judgements made by
managetnent in applying the Group’s accounting policies and the key sources of esumation unicertainly wete
the same as those that applied (o the consolidated financial starements as at and for the iinancial year ended 31
[December 2018, except for the chanpes arising from applving [FRS 16 az noted in 3 above. These melude
identification of whether a contract contains a lease, determine reasonable certainty of extenzion or rermination
of a lease, classificaton of leases, determining whether variable payments ave in-substance [xed, establishing
whether there are multiple leases in a single contract and detetminarion of appropriate discount rate.
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5 Subsidiaries
Country of Principle
Name of subsidiary incorporation Ownership Percentage activity
30 Sept. 31 Deg 30 Sept.
2019 2018 2018
Habara Pearl Farm Company — American
Shareholding Ca. LISA 100% 100% 100% Investment
Al-Agdain Kuwaili for Real Estate Development
Co-KSCC Kuwait 89.99% 55 99% 6% Real estate
Financial Group of Kuwait Co. = KSC (Holding) Kuwait 99.99% 99,.99% 09.99%, Investment
KREC Debt Company Limited Cayman
Islands 100% 100% 100%: Investment
KREC Equity Company Limited Cayman
Islands 100% 100%: 100% Investment
Cayman
KREC Meeaker Debt Company Limited Islands 100% 100%: 100%, Investmant
Cayman
KREC Meeker Equity Company Limited Islands 100% 100% 100% Investment
Cayman
KREC Yotel Miami Debt Company Limited Islands - - 100% Investment
Cayman
KREC Yotel Miami Equity Company Limited Islands - - 100% Investment
IFA Hotels and Resorts Co. — S.A L (Lebanon) Lebanan 100% 100% 100% Real estate
Al-Feree| International Real Estate Co. —WLL Kuwait 99% 90c; 89% Real estate
Al Mottahida General Investment — LLC UAE 99% - - Real estate
Al Durrar General Investment - LLOC UAE 89% - - Feal estate
Delano Investments — FZE UAE 100% - - Investrment
Delano Managing office — FZE UAE 100% . - Service
International Resorts Co. - KPSC Kuwait 68.69% - - Real estate
) The shareholders of International Resorts Co. (“IRC”) in their Annual General Assembly held on 21

March 20019 approved the TRC's board of ditectors propaosal for the n]}lior:al withdrawal from Kussail
Stock Dxchange. The withdreawal was approved by the relevant authorities on 27 June 2019,
Accordingly, the subsidiary has the scheduled the withdrawal date on 9 January 2020,

Iy Dudng the penod, the Group established two new subsidiaries under the name of Al Mottahida
General Investment — LLC and Al Durrar General Investment — 1LLC in UAE wath a share capiral of
ARDIOON fequivalent to KID 8300} cach representing its 99% ownesship interests in the
subsidiaries,

¢ During the petiod, the Group established two new subsidiaries under the name of Delano Investments
— FZL and Delano Managing Office — FZE in UAL with a share capital of AED300,000 {equivalent
to K1 24,900} each representing its 100% ownership interests in the subsidiarics,
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5 Subsidiaries (continued)

dy  On 11 March 2019, the non-cash acquisition of International Resorts Co. — KPSC (“IRC™) was
completed, The Group acquired an additional 89,345,319 shares representing 57.84% interest in TRC
by issuing of 40,652,120 new shares of the Parent Company with a fair value of KI122,430,997.
Accordingly, the Group’s ownership in IRC increased from 10085% as of 31 December 2018 to
68.69%%. Therefore, the Group reclassified the existing investment from financial assets at FVTOCT 1o
investment in subsidiary since management believes thar subsequent to acquisition of additional shares
the Group has the power to control the investee. The acquisition resulted in o provisional hargain
purchase of [KI33,579,018, The provisional fair value of the identifiable assers and liabilities a3 at the
dare of acquisition of the above investee are as follows:

k.0

~ Total assets 28885423
Taotal liabilities 19,425 557
Met assets 8,258 BG6G
Purchase consideration:
Fair value of new shares 2,431,003
Fair value of the previously held equity interests in IRC 350,493
Total consideration 2,781,456
Less; share of net assets acquired i6,360,514)
Bargain purchase (3,579,018)

The fait value of idendfiable assers and labilites acquired have been prmvisjonali}- determined by the
management of the Group. The estimates referred to above, and resultant bargain purchase, are subject to
revision within teelve months of the acyuisition date.

6 Finance costs

Mine months Mina manths

ended 30 ended 30

Sept. 2019 Sept. 2018
{Unaudited}) {Unaudited)

KD k.0

Interest on due to bank 133,389 103,711
Finance costs an borrowings 4,755,291 3,788.315
Interast on lease liabilities 1,119,728 =

6,008,406 3,903,026
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7 Provision for tax claims

As at the reporting date, there are a number of outstanding tax claims by the Mmistey of l'inance in the Republic
of Lebanon against a subsidiary involving taxes for the years from 2012 to 2014, Although management of the
subsidiary has filed objeclions apuinst these tax claims with the relevant ax administration, the Group has
recognised 2 provision of KIDO08,000 equivalent to USD 2 million against liabilies that mav arise from these
disputed claims.

8 Basic and diluted earnings per share attributable to the owners of the
Parent Company

Basic and diluted earnings per share is ealeulated by dividing the profit for the pedod attributable 1o the owners

of the Parent Company by welghted average number of shares outstanding during the perod excluding rreasury

shares.
Three months ended Nine months ended
~ {Urnaudited) {Unaudited)
30 Sept. 30 Sept 30 Sept. a0 Sept
2019 2018 2019 2078
Profit for the peried attributable to the Parent
Company (KD 1,346,093 1,142,817 6,772,858 5,022,787
Weighted average number of shares outstanding
during the period {excluding treasury shares)
ishare) B70,134,700 890,245 540 859 548 958 806,385,207

Basic and diluted earnings per share (Fils)

1.55 1.28 7.88 5.60

Mg there are no dilutive instruments outstanding, basic and diluted earnings per share are identical,

9 Investment properties
30 Sept. 31 Dec, 30 Sep,
2019 2018 2018
{Unaudited) {Audited) (Unaudited)
KD KD KD
Owned properties
Balance at the beginning of the periodfyear 174,739,425 164,278,166 164 278,166
Additions during the pericd/year 416,436 8,286,695 8,202 224
Transferred from capital work in progress " 1,826,794 -
Arising on acquisition of subsidiary 4,192,103 -
Change in fair value - 347,770 -
Balance at the end of the pericdfyear 179,347,964 174,739,425 172,670,350
Leased properties
Balance at the beginning of the period/year = 2 i
Arising on adoption of IFRS 18 26,944 198 2 5
Arising on acquisition of subsidiary 18,577,754 - -
Change in fair value for the period/year (5,058,214) - .
Balance at the end of the periodfyear 40,463,738 - -
Balance at the end of the periodiyear 219,811,702 174,735,425 172 570,390
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9 Investment properties (continued)
The Group’s investment properties are located as follows:

30 Sept. 31 Dec. 30 Sep.
2019 2018 2018
(Unaudited) (Audited) iUnaudited)
KD kD KD
Kuwait 193,494,076 148 421,800 148,897 102
Other GCC and other countries 26,317,626 26,317 625 23,673,288

219,811,702 174,739,425 172,570,390

[nvestment properties with carrving value of KI21538,624,538 (KI12153,594.200 as of 31 December 2018 and
KIDTO7,450,000 as of 30 September 2018) are pledged against borrowings and balances due to bank (Naores 12
and 167,

Leased properlies represent the properties under the BOT contraces signed with the Minisory of Finance - State
Properties department,

10 Properties under development

30 Sept.
2019
(Unaudited)
AN
Cost
Land costs 5,349,888
Development costs 2,100,811
Net book value at end of the peried 7,450,699

Properues under develepment are located in UAE which have been acquired during the periad for the putpose
of developing staff housing bulldings (note 11,23,

11 Advance payments for purchase of investments

11,1 During 2018, the Group entered into an initial agreement with a related party Lo acquire a property
located in the UAE for a total purchase consideration of AED400 million {equivalent KID33.2 million). The
purchase price is o be setded partly in kind by lransferring certain properties and balance in cash, However,
this agreement has been amended subsequently and the parchase consideration has been revised to ARID395
million without any in kind settlement. The Group s currently in the process of completing the repulatory
formalities 1o register the properties in its name and arrange financing for the purchase. The amount of
KD10,460,392 paid up to the reporting date has been accounted for as an advance payment.
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11 Advance payments for purchase of investments (continued)

11.2 On 27 December 2018, the Group entered into an apreement to purchase properties located in the
UAE lor a total amount of equivalent KID5.200000. The rirde deeds of these propertics were
translerred to the Group during the current perod. Accordingly, this amount has been reclassified
from advance payment as of 31 December 2018 to properties under development during the current

perind.

12 Cash and cash equivalents

30 Sept. 31 Dec, 30 Sept.
2019 2018 2018
(Unaudited) (Audited) {Unauditad)
KD kD kD
Cash and bank balances 3,605,415 2.504 544 4 545 267
Cash in investment portfolios managed by others 278,194 184 455 279,786
Term deposits 433,058 272 BEBB 252 158
Cash and cash equivalents 4,316,665 2,961,885 5,077,281
Less:
Due to bank {4,410,124) (4,399 393, (4,607,795}
Restricted bank balances (137,578) {137.578) (236,114)
Term deposits with maturity exceeding three months (433,056) (272 BBB) (252.198)
Cash and cash equivalents for the purpose of the
consolidated statement of cash flows {664,093) {1,847,8972) (18,856)

Restricted bank balances is maintained with foreign banks to cover any unpatd principal and mterest relating to
the certain term loans granted Lo the Group {note 16).

13 Share capital

Ar Al September 2019, the suthorized, issued and fully paid up share capital of the Parent Company comprised
of 947,365,059 shares of 100 fils each (906,712,940 sharcs as at 31 December 2018 and 30 September 2018),
All shares are cash shares.

During the period, the Parent Company increased its share capital to KID94,736,506 by issuing 40,652,120
shares of 100 {ils each for non-cash acquisition of 37.84% ownership interest in International Resorts Company
— KPSC ("IRC™) {nete 5). As required by the Companices Law, the new shares were issued ar par value of 101
bls. As a resulr, the difference between the par value KI34,063,212 and the fair value KI132,431.003 of the new
shares issued amounting 1o KID,634,20% has been recognised as a loss in the retained earnings in the statement
of changes in equity.

The documentarion in commercial fegister on share capital increase was completed an 11 March 2019,
2 I P
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14 Treasury shares

Mumber of treasury shares
Percentage of ownership
Market value (KD}

Cost (KD)

30 Sept.
2019

{Unaudited)

KD

81,610,506

B.61%
6,463,652
5,820,051

22

31 Dec. 30 Sept.
2018 2018
Audited) (Unaudited)
KD KD
16,944 661 16,044 &61
1.87% 1.87%
813,317 T4, 538
G4 3,654

843,684

Reserves of the Parent Company equivalent to the cost of the treasury shares have heen earmarked as non-

distrihutable.

15 Other components of equity
Foreign
Treasury currency
Statutory Voluntary shares translation Fair value
resarve reserve reserve rasarvea reserve Total
KD KD KD KD KD KD

Balances at 1 January 2019 15,785 487 3,629,332 2,298,155 142,619 (119,684} 21,735,909
Realised loss on disposal of

financial assets at FWTOCI - - - - 63,367 63,367
Cther comprahensive income:
Met change in fair value of financial

assets at FVTOCI - - - - (2,380,667) (2,380687)
Currency translation differences - - - 46,673 - 46,673
Bonus shares issued - - 470,963 - - 470,963
Sale of treasury shares - - 204,562 - - 204 562
Balances at 30 September 2018
(unaudited) 15,785,487 3,629,332 2,973,680 189,292  (2,436,904) 20,140,807
Balances at 1 January 2018 16,078,144 2,921 8989 2,296,155 127,044 6,050,732  26.476,064
Adjustments arising o adoption of

IFRS & - - - - 871,831 871,831
Balances at 1 January 2018

(restated) 15,078,144 2,821,080 2,298,155 127,044 6922563 27,347 895

realised loss on disposal of
financial assets at FVTOCI = - - - 148,152 148 152
Other comprehensive
incomedloss);
Met change in fair value of financial
assels at F\WVIOC| - - - - (4539027} (45398927
Currency translation differences - - - 89,325 - 59 325
Balances at 30 September 2018
(Unaudited) 15,078,144 2.298 155 186,369 2530, 788 23,025 445

2,921,989
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16 Borrowings

30 Sept. 31 Dec. 30 Sept.
2019 2018 2018
{Unaudited) (Audited) (Unaudited}
KD kD wD
Murabaha payable (i) 132,895,133 110,212,864 104,347,020
Tawaroq payable (i) 1,507,612 2261419 2,612 688
Term loans (i) 5,590,318 5989993 5,946 9ES
Total 139,993,063 118 464 276 112,806,603
Baorrowings in KD 134,402,745 112,474,283 106 BES, 708
Baorrowings in AED, USD and LBP 5,590,318 5 589,593 5,046 985
Total 139,993,063 118,484 276 112,806,693
The bun:uwingb due Tor repayvinent as follows:
30 Sept. 31 Dec. a0 Sept,
2019 2018 2018
{Unaudited) (Audited) i(Unaudited)
KD KD KD
Within one year 2,036,908 6,692,877 2,696,113
Owver one year 137,956,155 111,571,399 110,110,580
139,993,063 118,464 276 112,806,603

i Murabaha payable represents Islamic financing obtained in Kuwaid Dinar from local and foreign Islamic
banls, carry an annual profit rate of 1% - 1.25% over CBK discount rate and repayable in different
unequal mstalments ending on 1 July 2029 Murabaha payable are secured by certain investment
properies,

i) Tawarrug payable represents Islamic financing obtained in Kuwaiti Dinar from a local Islamic financial
institution, carry an annual profic rate of 2.5% over CBI discount rate and repayable in four quarterly
equal instalments starting on 1 May 2018 and ending on 1 February 20210

iif) Tetm loans are oblained in USD, AFD and Lebanese Pound from foreign banks, The USD loans carry
an annual interest rate of 115% over LUSD Beirut Reference Rate [“BRR™) with a minimum of 6.5%, the
loans in Lebanese Pound carry an annual interest rate of 0L5% over LBP Beirut Reference Rare {(“BRR™)
and the loans in AEIY carry an annual interest rate of 3.3% over HIBOR,

Borrowings are secured by pledged investment properties, financial assets at FVTOCL
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17 Lease liabilities
Lease liabiliies presented in the interim condensed consolidated statement of [nancial pGSitiOr‘- consist of the
Following:

30 September 2018 (Unaudited)

Mon-
Current current Total
KD KD KD
Discounted future payments 6,930,083 29,563,403 36,493,486
Accrued finance costs 570,882 - 570,882

7,500,965 29,563,403 37,064,368

The Group has leases for the properties under the BOT contracts signed with the Ministry of Finance - State
Properties department. Future minimum lease payments at 30 Seprember 2019 were as follows:

Minimum lease payments due ~ Total

One 1-5

year Years

KD KD KD
30 September 2018
Lease payments 8,232,000 32,928,000 41,160,000
Finance charges (1,301,917} (3,364,597) {(4,666,514)
Met present values 6,830,083 29,563,403 36,493,486

18 Related party transactions

Related parties represent associates, directors and key management personnel of the Group, major
sharcholders, and companies in which directors and key management personnel of the Group are principal
owners or over which they are able 1o exercise symificant influence or joint control, Pricing policies and terms
of these rransactions are approved by the Group’s management,

Dretails of sigmificant related party transactions and balances are as follows:

30 Sept. 31 Dec. 30 Sept.
2019 2018 2018
{Unaudited) rAudited) (Unaudited)
KD kD k.0
Interim condensed consolidated statement of financial position:
Cue from related parties 8,231,800 2019328 9,745,254
Due to related parties 654,105 BYG 671 730,249
Advance payments for purchase of investments 10,460,392 B,B37 524 -
Purchase of investment properties - 5,540,280 -

Financial assets at fair value through other comprehensive income amounting to KID2T8958 [IKID523,678 n
31 Drecember 2018 and KIX385,314 in 30 September 208} are managed by a related party,
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18 Related party transactions (continued)

Three months ended Mine months ended
~lUnaudited) (Unaudited)
a0 Sept. a0 Sept. a0 Sept. 30 Sept,
2019 2015 2019 2018
KD KD K0 LA
Interim condensed consolidated statement of
profit or loss:
Real estate rental income 67,988 - 1,573,795 .
Real estate operating expenses 116,085 108,857 363,451 323,256
General and administrative expenses 123,480 &7 500 384,951 172 500
Key management compensation:
Salaries and short-term benefits 78,459 35,770 221,279 107.308
Employees' end of service benefit 1,375 6,500 4,125 19,500

19 Segmental analysis
The Group operites m real estate and fnvestment scgments, The sepmental '<11‘|:l|‘}-'$i'lﬁ of the total income and
ner profit for the business segments are as Foellemars:

Mot
Real estate  Investment allocated Total
KD KD KD KD

Mine months ended 30 September 2019:

Total income 10,574,556 4,473,593 650,390 15,698,539
Profit for the period 4,602,150 4,437,593 (1,999,376) 7,040 367
As of 30 September 2019:

Total assets 239,465,261 77,017,338 17,135,154 333,617,763
Total liabilities 180,643,139 14,169 346 1,591,439 196,403,924
Met assels 58,822,122 62,847 992 15,543,715 137,213,829
Mine months ended 30 September 2018:

Tatal income 7,508,138 1,065,478 1,740,446 10,315,062
Frofit for the period 3,606,112 1,065 478 351,197 5,022 787
As of 30 September 2018;

Total aszels 186,283,830 63,296,819 20,225,048 269 B16 695
Total liabilities 121,084,778 14,176 788 1,627 490 136,789 054
Met assets 65,209,054 49 120031 18,698 555 132027 641

20 Annual general assembly

The Annual General Assembly of the shareholders of the Parent Company held on 1 May 2009 approved the
conselidated fAinancial statements for the vear ended 31 Decetnber 2018 and the board of directors proposal 1o
diztribure 3% bonus shares for the shareholders of the Parent Company by distributing 5 treasury shares for
each 100 shares held without an increase in share capital. Furthermore, the General Assembly approved the
board of directors” proposal to distibuate directors’ remuneration of KD40000 for the year then ended.
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21 Fair value measurement

21.1 Fair value hierarchy
Fair value represents the price that would be received to sell an assel or paid to transfer a liabilily in an orderly
transacton between markel pardcipants at the measurcment date,

Financial assets and financial labilines measured ar fair walue in the interim condenzed conzelidared statement
of financial position are grouped into three Levels of a fair value hierarchy, The three Levels are defined based
on the observability of significant inputs to the measureinent, as {ollows:

e Level 1 far value measurements are those devived from quoted prices (unadjusted) n active markets [or
identical aszers or labilities;

e Level 2 Tar value measurements are thoese derived [rom inputs other than quoted prces that are observahble
for the asset or Liability, either directly {ie. as prices) or indirectly (Le. derived from prices); and

e Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
ot liabiliry that are not based on observable marker dara {unchservable inputs).

The carrving ameunts of the Group’s financial assets and liabilites as stated in the interim condensed
consolidated statement of finandal position are as follows:

30 Sept. 31 Dec. 30 Sept.
2018 2018 2018
{Unaudited) (Audited) {Unaudited)
KD KD KD
Financial assets:
At amortised cost:
Due from related parties 8,231,800 2,019,328 8749024
Accounts receivable and other assets 4,359,636 3,201,870 3,328 866
Cash and cash equivalents 4,316,665 2,961,865 4,825,053
At fair valuea:
Financial assets at fair value through profit or loss 26,261,642 24,374,499 28,238 453
Financial assets at FVTOCI 33,146 444 31.953 BEG 31,631,457
76,316,187 54,521,448 77,973 658
Financial liabilities:
At amortised cost
Borrowings 139,993,063 118,464,278 112,806,693
Lease liabilities 37,064,368 - -
Lease coniracts liabilities - 3,207 094 3,670,288
Provision for employees’ end of service benefits 1,008,683 785,897 77,241
Due to related parties 654,105 595,671 730 244
Accounts payable and other liabilities 13,273,581 5838177 14,176,788
Cue to bank 4,410,124 4 3595 393 4,607 705
196,403,924 137,352 410 136,789,064

hanagetnent considers that the carrving amounts of financial assets and all financial Habilities, which are stated
at amortized cost, approximate their fair values,

The level within which the financial asset or labilicy is classified is determined based on the lowest level of

sigmificant inpur to the fair value measurement,



Huwait Real Estate Company - KP5C and Subsidiaries 27
Interim Caondensed Consolidated Financial Information
30 September 2019 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

21 Fair value measurement {continued)

211 Fair value hierarchy (continued)
The financial azsets and labilities measured at fae value on a recurting: basis in the interm condensed
consclidated statement of inancial pusiliun are prouped into the fair value hierarchy as follesss:

B S Level 1 Level 2 Level 3 Total
KD KD KD KD

30 September 2019 (Unaudited)
Financial assefs at fair value through profit or loss:
Local quoted securities 118,064 - - 118,064
Local unguoted securities - - 370,246 370,246
Fareign quoted secunties 2,548 - 2,548
Fareign unguoted securities - - 18,592 259 18,592,259
Debts instrument - - 7119613 7,119,613
Managed funds - 58,912 - 58,912
Financial assets at fair valua through other

comprehensive income:
Local guotad securities 5,926,050 - - 5,926,050
Local unquoted securities - - 11,760,743 11,760,743
Foreign unguoted securities - - 13,890,226 13,890,226
Debl instruments - - 1,569,425 1,569,425

6,046 662 58,912 53,302,512 59,408 086

31 December 2018 (Audited)
Financial assets at fair value through profit or loss:
Local queted securities 14,188 - - 14,184
Local unquoted securities - - 370 246 270,245
Fereign quoted securities 3.224 - ” 3,224
Foreign unguoted securities - - 168210044 16,910,049
Debt instruments - - 7.017.894 7,017,894
Managed funds - 58,500 - 58,800
Financial assets at fair value through other

comprehensive income.!
Local quoted securities 9 155,652 - - S 156,652
Local unguoted securities - - 13385347 13,395,347
Foreign unguoted securities - - 7.B47 625 7.847 G25
Debt instruments - - 1,564,255 1,564,255

9,174,062 A8 900 47 105 416 56,335,378

30 Septermber 2018 {Unaudited)
Financial assets at fair value through profit or loss:
Local guoted securities 13,552 - - 13,552
Local unguoted securities - - 431,252 431 252
Fareign guoted securities 3897 - - 3,687
Fareign unquoted securities - - 27,731,058 27,731,058
Managed funds - 58,900 - 58,900
Financial assets af fair value through other

comprehensive income:
Local guoted securities 8,860,736 - - 8BGO 736
Local ungquoted securities - - 12,033,226 12,033,235
Foreign unquoted securities - - 4 077 835 4,077,985
Deabt instruments - - 6,850,500 6,858,500

8877985 58,900 51,133,031 60,069,916
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21 Fair value measurement {continued)

21.1 Fair value hierarchy (continued)
There have been no transfers berween levels during the repornng penod.

Level 3 fair value measurements

The Group measurement of fnancial assets and labilites classified in level 3 uses valuation rechniques inputs
rthat are not based on observable marker data, The financial instruments within thiz level can be reconciled from
Leginning to ending balances as follows:

30 Sept. 31 Dec. 30 Sept.
2019 2018 2018
{Unaudited) [Audited) (Unaudited)
KD KD KD
Opening balance 47,105,416 32.198.941 32,198,941
Additions 5,668,679 17.624 524 18,220,677
Sales - (486,528) (350,611)
Change in fair value 528,416 2,231,521} 1,364 024
Closing balance 53,302,511 47 105,418 51,133,031

Changing inputs to the level 3 valuations to reasonably possible alrernative assumption would not change
significantly amounts recognised i profit or loss, tolal assels or total liabilines or total equity,

The methods and valuation techoiques used for the purpose of measuring fair value are unchanged compared (o
the previous reporting period.

22 Contingent liabilities
Contingent Labilities and capital commitments at the interdm condensed consolidated financial posiliun dale

are as [ollows:

30 Sept. 31 Dec. 30 Sept.
2019 2018 2018
{Unaudited) {Audited) (Unaudited)
KD KO KD
Issued letters of guarantee 10,773,828 4,084 374 4,084,374
Capital commitments 15,913,432 24 362 476 T37,218
26,687,260 26,446 850 4,821,582

Capital commitments represent developing costs for properties under development {note 10

|.ease commitments arsing on the agteements simed for with the Ministry of Finance — State Properties
Department for maintain, develop and operate certain properties owned by the government. However, as a
result of adepton of IFRS 16 starting from 1 January 2019, commitments from those contracts have been
recognised on interim condensed consolidated starement of financial posidon (Note 17).
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23 Operating leases

Operating leases, in which the Group s the lessor, relate 1o investment properties owned or leased by the
Group as well as held under head-lease arrangements. The terms of operating leases range between 1-5 years
with one vear extension option. All operating lease contracts contain matker review clanses n the event that
the lessee exercises its option to renew. The lessee does not have an option to purchase the property at the end

of lease term,

24 Comparative amounts
Certain other comparative amounts have been reclassified to conform to the presentation m the current period,
and such reclassification does not allect previously reported net assets, net equily and net results for the year.



