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Commercial Real Estate Company K.P.S.C.
State of Kuwait

Auditor’s report on review of interim condensed consolidated financial information to the board
of directors

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
Commercial Real Estate Company K.P.5.C. ("Parent Company™) and its subsidiaries (together referred to
as “the Group”) as at 30 June 2018, and the related interim condensed consolidated statements of
income, other comprehensive income, for the three-month and six-month periods then ended and the
related interim condensed consolidated statements of changes in equity, and cash flows for the six-
months period then ended. The Parent Company’s management is responsible for the preparation and
presentation of this interim condensed consolidated financial information in accordance with International
Accounting Standard 34: "Interim Financial Reporting”. Our responsibility is to express a conclusion on this
interim condensed consolidated financial information based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial information is not prepared, in all material respects, in
accordance with International Accounting Standard 34 "Interim Financial Reporting"”.

Report on Other Legal and Regulatory Requirements

Furthermore, based on our review, the interim condensed consolidated financial information is in
agreement with the books of accounts of the Parent Company. To the extent of information made
available to us we have not become aware of any violations during the six months period ended 30 June
2018, of Companies’ Law No. 1 of 2016, and its executive regulations or the Parent Company's
Memorandum and Articles of Association, as amended, which might have had a material effect on the
business or financial position of the Parent Company.

Talal Y. Al-Muzaini
Licence No. 209A
Deloitte & Touche
Al-Wazzan & Co.

Kuwait
31 July 2018
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Interim condensed consolidated statement of financial position (unaudited)

As at 30 June 2018
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Assets

Non-current assets
Property, plant and equipment
Investment property
Investments in associates
Investment available for sale
Investment at FVOCI

Current assets

Land and properties held for trading
Investments at fair value through profit or loss
Receivables

Cash and cash equivalents

Total assets

Equity and liabilities

Equity attributable to the
shareholders of the Parent Company
Share capital

Share premium

Treasury shares

Statutory reserve

Voluntary reserve

Other reserve

Retained earnings

Total equity attributable to the
shareholders of the Parent Company
Non-controlling interests

Total equity

Liabilities

Non-current liabilities

Employees’ end of service indemnity
Financing from third party

Current liabilities
Payables
Financing from third party

Total liabilities
Total equity and liabilities

Notes

30 June 31 December 30 June
2018 2017 2017
(audited)

KD KD KD
25,636,589 26,362,918 26,894,661
367,782,946 367,511,385 367,495,689
45,036,928 45,313,974 41,607,298

- 26,531,681 26,129,212
25,994,705 - -
464,451,168 465,719,958 462,126,860
15,029,181 13,782,570 12,557,516
24,957,672 26,653,077 30,184,071
11,282,444 10,366,328 8,082,461
5,093,163 2,837,430 3,674,275
56,362,460 53,639,405 54,498,323
520,813,628 519,359,363 516,625,183

178,708,714 178,708,714 178,708,714
1,308,384 1,308,384 1,308,384
(2,368,432) (2,208,386)  (2,118,591)
35,418,545 35,418,545 33,922,277
27,067,865 27,067,865 26,319,731
5,861,138 7,753,369 8,006,985
42,018,511 42,224,332 37,994,232
288,014,725 290,272,823 284,141,732
24,533,756 24,136,788 23,029,514
312,548,481 _ 314,409,611 307,171,246
887,856 1,024,530 1,022,809
155,857,720 153,442,557 166,179,744
156,745,576 . 154,467,087 167,202,553
18,259,376 19,009,765 20,118,450
33,260,195 31,472,900 22,132,934
51,519,571 50,482,665 _ 42,251,384

208,265,147

204,949,752

209,453,937

520,813,628

519,359,363

516,625,183

The notes on pages 7 to 18 form an integral part of this interim condensed consolidated financial information.

\\w/ )

Abdul Fatah M.R. Marafie
Chairman

Adwan M. Al-Adwani
Vice Chairman
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Commercial Real Estate Company K.P.S.C.
And its subsidiaries
State of Kuwait

Interim condensed consolidated statement of income (unaudited)
For the six months period ended 30 June 2018

For the three months
period ended

For the six months
period ended

30 June 30 June
2018 2017 2018 2017
Notes KD KD KD KD

Revenue
Rental income from investment
properties and hotel revenue 7,455,699 7,505,422 15,457,888 15,227,976
Operating expenses (2,590,978) (2,844,829) (5,198,174) (5,305,753)
Net income from operating activities 10 4,864,721 4,660,593 10,259,714 9,922,223
Share of profit from investment in
associate companies 4 1,355,369 911,818 1,960,253 1,234,857
Net gain on investments 11 400,284 1,291,426 1,145,191 1,971,497
Gain from sale of land & properties
held for trading 98,411 357,482 444,653 1,057,757
Other income 5,624 63,450 93,919 116,252
Total revenues 6,724,409 7,284,769 13,903,730 14,302,586
Expenses and other charges
Administrative expenses and other charges 584,763 693,217 1,199,250 1,326,979
Provision net of reversals 53,790 = 139,132 -
Finance charges 2,092,099 2,089,311 4,078,183 3,962,705
Total expenses 2,730,652 2,782,528 5,416,565 5,289,684
Net profit for the period before
deductions 3,993,757 4,502,241 8,487,165 9,012,902
Kuwait Foundation for the
Advancement of Sciences (KFAS) (19,077) (27,263) (50,754) (56,771)
National Labour Support Tax (NLST) (93,155) (97,663) (216,532) (196,789)
Zakat Expense (22,686) (31,563) (67,338) (64,534)
Net profit for the period 3,858,839 4,345,752 8,152,541 8,694,808
Distributed as follows:
Shareholders of the Parent Company 3,394,185 3,852,554 7,154,131 7,781,797
Non-controlling interests 464,654 493,198 998,410 913,011

3,858,839 4,345,752 8,152,541 8,694,808
Basic earnings per share for
Parent Company's shareholders (fils) 12 1.91 2.18 4.06 4.41

The notes on pages 7 to 18 form an integral part of this interim condensed consolidated financial information.



Commercial Real Estate Company K.P.S.C.
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Interim condensed consolidated statement of comprehensive income (unaudited)

For the six months period ended 30 June 2018

Net profit for the period

Other comprehensive income items:

Items that may be reclassified subsequently to
the consolidated statement of income:

Change in fair value reserve

Transfer to statement of income

resulting from sale (AFS)

Group’s share in associates’ reserves

Foreign currency translation reserve

Total other comprehensive income items
Total comprehensive income for the period

Distributed as follows:

Shareholders of the Parent Company
Non-controlling interests

Total comprehensive income for the period

For the three months
period ended

For the six months
period ended

30 June 30 June
2018 2017 2018 2017
KD KD KD KD
3,858,839 4,345,752 8,152,541 8,694,808
1,590 (80,535) (11,926) (54,644)
84 - 84 (16,109)
(605,988) 166,197 (429,751) 406,844
6,271 40,340 (10,191) 114,055
(598,043) 126,002 (451,784) 450,146
3,260,796 4,471,754 7,700,757 9,144,954
2,796,142 4,005,395 6,702,347 8,258,782
464,654 466,359 998,410 886,172
3,260,796 4,471,754 7,700,757 9,144,954

The notes on pages 7 to 18 form an integral part of this interim condensed consolidated financial information.



‘uoijeuwliojul [eiduUBUL PI3EPIIOSUOD PISUSPUOD WLIBIUI SIY3 4o Med |edBajul ue wuoy 8T 03 £ sebed uo sajou 3y

18¢'8PS'CTE  9S4'€ES'PC G2/ +10'88C TIS'8T0'2F BET'T98'S  §98°/90°/¢ SPS 81 GE (ZEP'89E'C) PBE'S0E'T 1L 80L8LI
(0557295) (05s"z9s) - - - - - - - -
(P82'15¥%) - (+8L'15%) - (+82'1S%) - g g 2 ™
T#5'2ST'8 0T+'866 TET'PST L TET'PST'L - - - = - &
(9v009T) - (9t0'09T1) - - - - (9t0'0971) - -
02E'0/5'S0E  9687/60'vZ veb ¢/t 18¢C 08E'¥98'PE CZ6'CIE’'O  S987/90°/7 GPS 8TF'SE (98£'80C°Z) PBE'80E'1 1Z'80Z°8ZT
(vP0'128'8) - (#0'128'8) (r#0'T288) - = = = A -
(£v2’81) (sez’'s£) 166'81 166'8T - - - = - -
= (p59'T) $59'T $Z0'LTE (ozg's1€) - - - - -
T19'60¢'PTE  88L/9ET'¥Z  £28'7/Z'06T 60F'6FE'Er 762'829'9  §98'/90°'/z SHS'BIH'SE (98£'80Z7°7) HBE'S0E'T  IZ'80/'8LT
- = - ZL0'ser’t (Zc0'S21’T) - e = 3 =
T19'60¢'PTE  88/L'0E€T'¥e  €Z8'2/Z'067 ZEE'vET'Ty 69E'EG6/'L  §98/90'f7  SHS'8TH'SE  (98€'80Z'z) HBE'S0E'T  bIL'804'84T
9T’ TLT'Z0E  $T1S'620°€C  2eL TP1¥8C ZET'¥66'ZE  SBE'900'8  TE/'6TE'97 L. CZ6'EE (165811'C) #BE'80E'T +I/'80Z'8ZT
9rT’0SH (6£8'92) S86'9/% - S86'9/% - - - - 2
208'¥69'8 TIT0'€16 £64'18L'¢ £62'18L'L - - - = & =
(z1£) (z14) - - - (z12) - =
v00'£20'86Z CPE'EPT'ZZ  299°€88'G/e SEY'ZIZ'0E  00070ES'. TE/'61S'9¢ [L/LC CCH'EE (6/8Z11'¢) ©BE'80E'T ¥IL'80L'8ZT
(zes’9g8™8) - (z6/79£878) (z6s’0g8™8) - - - = = -
1S0'T - TS0'T 1S0°'T - < - = = =
(815"995) (815'99%) - - - - - -
£92'6ZF Z0€  098'604'ZZ £OV'6TL'v8T 9/1'8F0'6E  000'0ES.L  TEL'61E'9Z £/2'TT6'ce (648°£T1'7) +8E'S80S'T  #1£°804'8/1
a ad ad a ad al ad a a a
Anbs sisada3ul Auedwoy sBuiuies ({z =30u) EYNEEDY EYNELEY] saJleys wnjwaad 1eades
|ejol Bujjjonyuos  jualed ayj jo pauielay SaAlasSad Aiejunjop, Asoimiels Ainsead) aleys aJdeys
-UonN siapjoysieys 13430
03 sjqe3ngi3e
Ajnbs jejor

Auedwo) jusied sy} Jo siapjoyaieys ay3 03 ajqenqune Ajinbg

8T0Z sunr Q¢ e se asuejeg
pied puspiaip Aleipisqng
pouad ayj 4o awodu)
aAIsuayaldwod [ejo]

pouad ay] Joj juoad 19N
saleys AunseaJ] Jo aseyoind
SISUMO Y] UM Suoijoesuel )
SpuapliAlp yse)d

Aleipisqns uj aleys

|euojippe Jo uopnisinboy

s23eI00S5E JO Juaunsnipe Jayljo pue
Bujuies pauielal 03 JUBWISSAU] TDOAS
40 3|es uo jioud Jo uopedyIssEPaY

{pa3e3saa)

8107 Alenuer T je se souejeq

(1°1°2 ®30U) 6 SH4I
4o uoneodde jepiul jo peduw]

810Z Alenuer T 1e se asuejeg

LT0Z 2ung Qg je se asuejeg
poliad ays Joy

3LWodU| dAIsUaya.dwod |ejol
pouad 243 J10j) Juoid 18N
saJeys Aunsead) Jo aseyodngd
SI9UMO 3YI YIM SUo|IDBSUBL ]
SPUapIAIp Yse)d

Adelpisgns u| aieys

jeuoliippe jo uopisinboy

s1saJa3u) Buijjoquod-uou ul sabueyn
£LTOZ Adenuer T je se asuejeg

N ey ey e

beas 03 b3 g et i

I Y)Z MIgHNL- 1Y

8T0Z 3ung O£ papua poisad syjuow XIS aY3 404

(peaipneun) Ajnbe u) sabueyd jo JUBWIL)S PAIEPI|OSUCI PISUBPUOD WIDJUT

Jemny] Jo 3elS
ssueIpisqns s31 puy

*2'S'd" Auedwo) 23e357 [Eay [RR4DWWO)D)



Commercial Real Estate Company K.P.S.C.
And its subsidiaries
State of Kuwait

Interim condensed consolidated statement of cash flows (unaudited)
For the six months period ended 30 June 2018
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Notes
Operating activities:
Net profit for the period
Adjustments for:
Depreciation of property, plant and equipment
Provision net of reversals
Share of profit from investments in associates
Net gain on investments
Gain of exchange differences
Gain from sale of land and properties held for trading
Finance cost
Employees’ end of service indemnity provided during the period
Operating cash flow before changes in the working capital
Payment for purchase of land and properties held for trading
Proceeds from sale of land and real estate held for trading
Payment for purchase of investment property
Receivables
Payables
Employees’ end of service indemnity paid during the period
Net cash generated from operating activities

11

Investing activities:

Payment for purchase of property, plant and equipment

Payment to acquire an additional share in subsidiaries

Payment to acquire shares in associates

Payment to acquire available for sale investments

Proceeds from sale of investment at fair value through profit or loss
Proceeds on sale of available for sale investments

Proceeds on sale of Investment at FVOCI

Dividend received from associates 4
Cash dividends received

Net cash from investing activities

Financing activities:

Financing from third party

Finance charges paid

Dividend paid

Payment for buy-back of treasury shares

Non-controlling interests

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

The notes on pages 7 to 18 form an integral part of this interim

For the six months

period ended
30 June
2018 2017
KD KD
8,152,541 8,694,808
894,697 858,132
139,132 -
(1,960,253) (1,234,857)
(1,145,191) (1,971,497)
(36,683) (46,892)
(444,653) (1,057,757)
4,078,183 3,962,705
106,922 120,356
9,784,695 9,324,998
(1,663,355) (1,324,433)
861,397 2,160,388
(271,561) (32,147)
(1,682,485) (917,544)
(1,693,822) (4,277,770)
(243,596) (45,206)
5,091,273 4,888,286
(168,368) (75,657)
(18,247) (1,500)
(1,743)

(1,029,316)

(1,497,658)

3,007,243
. 244,324
5,991 -
2,826,673 2,381,093
991,623 1,230,671
5,615,599 _ 2,279,530
4,202,458 5,648,145
(4,793,542)  (3,960,073)
(7,137,459)  (8,100,206)
(160,046) (712)
(562,550) (563,967)
(8,451,139) _ (6,976,813)
2,255,733 191,003
2,837,430 3,483,272
5,093,163 _ 3,674,275

condensed consolidated financial information.
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Notes to interim condensed consolidated financial information (unaudited)
For the six months period ended 30 June 2018

1,

Overview of the Group

The Commercial Real Estate Company (K.P.5.C) (“the Parent Company”) was incorporated as a
Kuwaiti Shareholding Closed Company under Articles of Association No. 104/ M/ Vol.1 on 4 February
1968 under Commercial register No. 11329 and re-enrolled on 21 December 1981 under No. 239 in
accordance with provision of the Commercial Companies Law. The main objectives of the Company are
performing various real estate, agricultural, industrial and commercial activities, carrying out
contracting, road and building constructions including sale, purchase and lease of land and real estate
properties and construction of buildings, utilize the company’s surpluses through investment portfolios
managed by specialized companies and financial institutions. The Company may have interests or
participate in any suitable way with entities that engage in similar business activities or that may help
the Company achieve its objectives inside Kuwait and abroad. The Company may also purchase such
entities or affiliate them, or as stated in Company’s Articles of Association, article No. 5 and
Memorandum of Association, article No. 4. The Company’s management shall carry out all its
objectives for which it has been established in accordance with the Noble Islamic Sharia principles.

The head office of the Company is located at Jaber Al-Mubarak Street, Commercial Real Estate
Company’s Building, Sharg, P. O. Box. 4119 Safat, 13042 Kuwait.

The Company has been registered in the Kuwait Stock Exchange on 21 December 2004.
The consolidated interim financial information includes the interim financial information of the Parent

Company, its subsidiaries and branches (together referred to as "the Group").
Shareholding percent

30 June 31 December 30 June

Country of 2018 2017 2017

Name of subsidiaries Activity incorporation (Unaudited) (audited) (Unaudited)
Al Mutajara Real Estate Investment

Company K.S.C.C. properties Kuwait 72.29% 72.22% 72.22%
Commercial Real Estate Investment

Developing Company properties Bahrain 100% 100% 100%
Commercial Real Estate Investment

Developing Company properties Morocco 100% 100% 100%
Al-Salmiya Group K.S.C. Investment

(Closed) properties Kuwait 81.90% 81.90% 81.90%

During the period, the general assembly meeting of the Parent Company shareholders was held on
9 April 2018 to approve the consolidated financial statements for the year ended 31 December 2017.

This interim condensed consolidated financial information was authorized for issue by Parent
Company’s board of director’s on 31 July 2018.

Basis of preparation

These interim condensed consolidated financial information have been prepared in accordance with
International Accounting Standard (IAS) 34: Interim Financial Reporting. The interim condensed
consolidated financial information does not contain all information and disclosures required for
complete financial statements prepared in accordance with the International Financial Reporting
Standards, and should be read in conjunction with the annual financial statements for the year ended
31 December 2017. In the opinion of management, all adjustments consisting of normal recurring
accruals considered necessary for a fair presentation have been included.

Operating results for the six-month period ended 30 June 2018 are not necessarily indicative of the
results that may be expected for the year ending 31 December 2018.

The accounting policies used in the preparation of this interim condensed consolidated financial
information for the period are consistent with those used in the preparation of the annual financial
statements for the year ended 31 December 2017, except for the adoption of IFRS 9 and 15 and the
amendments and annual improvements to IFRSs, relevant to the Group which are effective for annual
reporting period starting from 1 January 2018. These amendments did not result in any material
impact on the financial position or performance of the Group.

7
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Notes to interim condensed consolidated financial information (unaudited)
For the six months period ended 30 June 2018

2.1

2.1.1

Estimates

The preparation of interim condensed consolidated financial information requires management to make
judgments, estimates and assumptions 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 judgments made
by management in applying the Company’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the financial statements for the year ended
31 December 2017, except for the adoption of IFRS 9 which are effective for annual reporting period
starting from 1 January 2018.

Application of new and revised International Financial Reporting Standards (IFRS)

The following new and revised IFRSs, which became effective for annual periods beginning on or after
1 January 2018, have been adopted in these financial statements.

IFRS 9 Financial Instruments

The Group has adopted IFRS 9: Financial Instruments issued by the International Accounting
Standards Board (IASB). IFRS 9 sets out the requirements for recognising and measuring financial
assets and financial liabilities, impairment of financial assets and hedge accounting. This standard
replaces IAS 39 Financial Instruments: Recognition and Measurement,

The key changes to the Group’s accounting policies resulting from the adoption of IFRS 9 are
summarised below:

Classification and Measurement of Financial assets

To determine their classification and measurement category, IFRS 9 requires all financial assets,
except equity instruments and derivatives, to be assessed based on a combination of the entity’s
business model for managing the assets and the instruments’ contractual cash flow characteristics.

Business model assessment

The Group determines its business model at the level that best reflects how it manages group of
financial assets to achieve its business objective and in order to generate contractual cash flows. The
Group’s business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as:

- The stated policies and objectives for the financial assets and the operation of those policies in
practice;

- The risks that affect the performance of the business model (and the financial assets held within
that business model) and, in particular, the way those risks are managed;

- The frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity.

The business model assessment is based on reasonably expected scenarios without taking 'worst case'
or 'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that
is different from the Group's original expectations, the Group does not change the classification of the
remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

Assessment of whether contractual cash flows are solely payments of principal and interest
(SPPI test)

The Group assesses the contractual terms of financial assets to identify whether they meet the SPPI
test. ‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset. Interest is defined as consideration for
time value of money and for the credit risk associated with the principal and for other basic lending
risks and costs as well as a profit margin. In assessing whether the contractual cash flows are SPPI,
the Group considers whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition.

8
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Notes to interim condensed consclidated financial information (unaudited)
For the six months period ended 30 June 2018

The Fund classifies its financial assets upon initial recognition into the following categories:

e Financial assets carried at amortised cost
e Financial assets carried at fair value through profit or loss (FVTPL)

¢ Financial assets carried at fair value through other comprehensive income (FVOCI)
Financial assets carried at Amortised cost:
A financial asset is carried at amortised cost if it meets both of the following conditions:

e it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

e its contractual terms give rise, on specified dates, to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets carried at amortised cost are subsequently measured at amortised cost using the
effective interest method. Interest income, foreign exchange gains and losses and impairment are
recognised in the statement of profit or loss and other comprehensive income. Any gain or loss on
derecognition is recognised in the statement of profit or loss and other comprehensive income. Cash
and cash equivalents and receivables are classified at amortized cost.

Financial asset carried at fair value through profit or loss:

Financial assets in this category are those assets which have been either designated by management
upon initial recognition or are mandatorily required to be measured at fair value under IFRS 9.
Management designates an instrument at FVTPL that otherwise meet the requirements to be measured
at amortised cost or at FVOCI only if it eliminates, or significantly reduces, an accounting mismatch
that would otherwise arise. Financial assets with contractual cash flows not representing solely
payment of principal and interest are mandatorily required to be measured at FVTPL.

Financial assets at FVTPL are subsequently measured at fair value. Changes in fair value are
recognised in the statement of profit or loss and other comprehensive income. Interest income is
recognised using the effective interest method. Dividend income from equity investments measured at
FVTPL is recognised in the statement of profit or loss and other comprehensive income when the right
to the payment has been established. ;

Financial assets carried at fair value through other comprehensive income

Upon initial recognition, the Group may elect to classify irrevocably some of its equity investments as
equity instruments at FVOCI when they meet the definition of Equity under IAS 32 Financial
Instruments: Presentation and are not held for trading. Such classification is determined on an
instrument-by- instrument basis.

Gains and losses on these equity instruments are never recycled to statement of profit or loss.
Dividends are recognised in statement of profit or loss when the right to payment has been
established, except when the Group benefits from such proceeds as a recovery of part of the cost of
the instrument, in which case, such gains are recorded in OCI. Equity instruments at FVOCI are not
subject to an impairment assessment. Upon disposal cumulative gains or losses are reclassified from
fair value reserve to retained earnings in the statement of changes in equity.

Reclassification of financial assets

The Group only reclassifies its financial assets subsequent to their initial recognition upon change in
business model.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss” model in IAS 39 with an ‘expected credit loss’ (ECL) model. The
Group has applied new impairment model for cash and cash equivalents and receivables measured at
amortised cost. The measurement of ECL reflects an unbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes; the time value of money and reasonable and
supportive information that is available without undue cost or effort at the reporting date about past
events, current conditions and forecasts of future economic conditions,
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The Group applies three-stage approach to measuring expected credit losses (ECL) as follows:
Stage 1: 12 months ECL

The Group measures loss allowances at an amount equal to 12-month ECL on financial assets where
there has not been significant increase in credit risk since their initial recognition or on exposures that
are determined to have a low credit risk at the reporting date. The Group considers a financial asset to
have low credit risk when its credit risk rating is equivalent to the globally understood definition of
‘investment grade’.

Stage 2: Lifetime ECL - not credit impaired

The Group measures loss allowances at an amount equal to lifetime ECL on financial assets where
there has been a significant increase in credit risk since initial recognition but are not credit impaired.

Stage 3: Lifetime ECL - credit impaired

The Group measures loss allowances at an amount equal to lifetime ECL on financial assets that are
determined to be credit impaired based on objective evidence of impairment.

Life time ECL is ECL that result from all possible default events over the expected life of a financial
instrument. The 12 month ECL is the portion of life time expected credit loss that result from default
events that are possible within the 12 months after the reporting date. Both life time ECLs and 12
month ECLs are calculated on either an individual basis or a collective basis depending on the nature
of the underlying portfolio of financial instruments.

Determining stage of impairment

At each reporting date, the Group assesses whether a financial asset or group of financial assets is
credit impaired. The Group considers a financial asset to be credit impaired when one or more events
that have a detrimental impact on the estimated future cash flows of the financial asset have occurred
or when contractual payments are 90 days past due.

At each reporting date, the Group also assesses whether there has been significant increase in credit
risk since initial recognition by comparing the risk of default occurring over the remaining expected life
from the reporting date with the risk of default at the date of initial recognition. The quantitative
criteria used to determine a significant increase in credit risk is a series of relative and absolute
thresholds. All financial assets that are 30 days past due are deemed to have significant increase in
credit risk since initial recognition and migrated to stage 2 even if other criteria do not indicate a
significant increase in credit risk.

Measurement of ECLs

ECLs are probability weighted estimates of credit losses and are measured as the present value of all
cash shortfalls discounted at the effective interest rate of the financial instrument. Cash shortfall
represent the difference between cash flows due to the Group in accordance with the contract and the
cash flows that the Group expects to receive. The key elements in the measurement of ECL include
probability of default (PD), loss given default (LGD) and exposure at default (EAD). The Group
estimates these elements using appropriate credit risk models taking into consideration the internal
and external credit ratings of the assets, nature and value of collaterals, forward looking macro
economic scenarios etc.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL are presented as a deduction from the gross carrying amount of the financial
assets for financial assets carried at amortised cost.

Impact of adoption of IFRS 9
Impairment of financial assets

The Management has assessed that the impact of ECL as at 1 January 2018 and 30 June 2018 is not
significant to the financial statements taken as a whole and therefore, no adjustments were made to
the retained earnings as at 1 January 2018 and profit for the period ended 30 June 2018.

10
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2.1.2

Classification of financial assets and financial liabilities on the date of initial application of IFRS 9

The following table shows the original classification and measurement categories in accordance with
IAS 36 and the new classification and measurement categories under IFRS 9 for the Group’s financial
assets and financial liabilities as at 1 January 2018;

Original New Carrying Re-measurement New Carrying
classification classification amount under —-ECL/others amount
under IAS 39 under IFRS 9 IAS 39 under IFRS 9
KD KD KD
Financial assets
Cash and cash Loans and Amortised
equivalents receivable cost 2,837,430 - 2,837,430
Investments - Equity
Securities AFS FVOCI 12,168,780 - 12,168,780
Investments - Equity
Securities AFS FVTPL 14,362,901 - 14,362,901
Investment - Equity
Securities FVTPL FVTPL 13,505,791 - 13,505,791
Investment - Equity
Securities FVTPL FVOCI 13,147,286 - 13,147,286
Loans and Amortised
Other financial assets receivable cost 1,742,571 - 1,742,571

The following table analyses the impact of transition to IFRS 9 on reserves and retained earnings.

Retained Fair value
earnings reserve
KD KD
Closing balance under IAS 39 as at 31 December 2017 42,224,332 1,039,636
Impact on reclassification:
Investment securities (equity) from available-for-sale to FVTPL 1,252,283 (1,252,283)
Investment securities from FVTPL to FVOCI (127,206) 127,206
Opening balance under IFRS 9 on the date of
initial application of 1 January 2018 43,349,409 (85,441)

Investment securities classified as Available for Sale (AFS) under IAS 39 represent investments that
the Group intends to hold for a long term for strategic purposes. As permitted by IFRS 9, the Group
has designated these investments at the date of initial application as measured at FVOCI.

Certain investment securities classified as AFS under IAS 39 has been reclassified mandatorily to
FVTPL and for certain investment securities classified as FVTPL, management has designated these
investments as FVOCI as at the date of initial application.

Adoption of IFRS 15 ‘Revenue from Contracts with customers

The Group has adopted IFRS 15 Revenue from contracts with customers effective from 1 January
2018. This standard supersedes IAS 11 Construction Contracts and IAS 18 Revenue along with related
IFRIC 13, IFRIC 15, IFRIC 18 and SIC 31. This standard removes inconsistencies and weaknesses in
previous revenue recognition requirements, provides a more robust framework for addressing revenue
issues and improves comparability of revenue recognition practices across entities, industries,
Jurisdictions and capital markets. The adoption of this standard did not result in any change in
accounting policies of the Group and does not have any material effect on the Group's financial
statements.

The Group recognises revenue from the following major sources:

Rental income from investment properties which represent rental income from commercial and
residential properties and hotel’s revenue respresents revenue generated from Symphony hotel
operations. The Group has reassessed its revenue recognition policy and has concluded that it will
continue to recognize rent and hotel revenue point in time, when services are rendered. Hence, the
implementing of the IFRS 15 on 1 January 2018 did not have any material impact on the Group’s
interim condensed consolidated financial information.

11
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3. Investment properties
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Balance at beginning of the period/ year 367,511,385 367,463,542 367,463,542
Additions 271,561 1,344,216 32,147
Change in fair value - (1,296,373) -
Balance at end of the period/year 367,782,946 367,511,385 367,495,689
4. Investments in associates
Below is the movement in the investment in associates during the period/year:
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Balance as at the beginning of the period/year 45,313,974 42,229,673 42,229,673
Additions 1,029,316 1,560,159 1,743
Cash dividends (2,826,673) (2,486,093) (2,381,093)
Translation of foreign currencies (10,191) 10,643 115,274
Group’s share in associates’ reserves (429,751) 767,673 406,844
Group’s share in associates’ profit 1,960,253 3,231,919 1,234,857
45,036,928 45,313,974 41,607,298
5. Receivables
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Trade receivables 6,376,800 5,774,418 5,237,101
Due from related parties (note 13) 158,182 131,182 151,563
Provision for doubtful debts (4,611,308) (4,514,459) (4,187,166)
1,923,674 1,391,141 1,201,498
Prepaid expenses 95,559 144,866 146,617
Advance payments for acquisition of investments 4,531,652 4,286,210 1,724,137
Advance payment for purchase of land 3,344,997 3,344,997 3,340,195
Refundable deposits 345,755 351,430 322,181
Advances to contractors and suppliers 692,205 612,151 1,161,486
Other debit balances 348,602 235,533 186,347
11,282,444 10,366,328 8,082,461
Movement in provision for doubtful debts is as follows:
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Balance at beginning of the period/year 4,514,459 4,187,166 4,187,166
Provision created during the period/year 139,132 336,372 -
Reversal of provision for doubtful debts (9,079) -
Bad debts (42,283) - -
Balance at end of the period/year 4,611,308 4,514,459 4,187,166
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6. Treasury shares
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) {(Unaudited)
KD KD KD
Number of shares (No's) 26,610,970 24,566,570 23,471,570
Percentage of issued shares (%) 1.49 1.37 1.31
Market value 1,902,684 2,247,841 1,711,077
Cost 2,368,432 2,208,386 2,118,591

The Parent Company is committed to retain reserves and retained earnings equivalent to the treasury
shares throughout the period, in which they are held by the Company, pursuant to the relevant

instructions of the regulatory authorities.

7. Other reserves
Group’s Property, plant
Change of share in Translation and equipment
fair value associates’ of foreign revaluation
reserve reserves currencies surplus Total
KD KD KD KD KD
As at 1 January 2017 1,593,364 96,611 292,139 5,547,886 7,530,000
Total comprehensive
income for the period (43,914) 406,844 114,055 - 476,985
As at 30 June 2017 1,549,450 503,455 406,194 5,547,886 8,006,985
As at 1 January 2018 1,039,636 864,284 301,563 5,547,886 7,753,369
Impact of initial application
of IFRS 9 (note 2.1.1) (1,125,077) - . - (1,125,077)
As at 1 January
2018(restated) (85,441) 864,284 301,563 5,547,886 6,628,292
Total comprehensive
income for the period (11,842) (429,751) (10,191) - (451,784)
Reclassification of profit on
sale of FVOCI investment to
retained earning and other
adjustment of associates - (315,370) = - (315,370)
As at 30 June 2018 (97,283) 119,163 291,372 5,547,886 5,861,138
8. Financing from third party
30 June 31 December 30 June
2018 2017 2017
{Unaudited) (audited) (Unaudited)
KD KD KD
Finance from third party - non current portion 155,857,720 153,442,557 166,179,744
Finance from third party - current portion 33,260,195 31,472,900 22,132,934
189,117,915 184,915,457 188,312,678

Cost rate (%) 4.50-4.75 3.60-4.50 4.00-4.50

Finance granted by third party represents murabaha and Tawarrag contracts.

Most of the finance

granted by third party is defined by contracts over a period of 6-20 years. including a grace period of
one year. Part of the contracts is renewed for one year or more during the specified period. The above
details represent the financing based on the latest renewal as per the contracts.

Finance granted by third party is secured against mortgage of the following assets.

30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Property, plant and equipment 24,996,164 25,781,345 26,607,347
Investment property 282,967,858 282,711,612 282,025,184
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9. Payables
30 June 31 December 30 June
2018 2017 2017
{(Unaudited) (audited) (Unaudited)
KD KD KD
Trade payables 1,384,135 1,039,264 1,360,049
Due to related parties (Note 13) 189,717 189,717 189,717
Retentions 962,852 1,317,518 2,384,740
Accrued expense 3,779,487 4,590,970 3,081,148
Revenues received in advance 1,631,828 2,725,442 4,027,624
Deposits from others 3,416,303 3,661,222 3,794,809
Kuwait Foundation for the
Advancement of Science (KFAS) 149,206 98,452 98,118
National Labour Support Tax (NLST) 216,532 368,586 196,789
Zakat payable 68,900 111,344 64,534
Dividends payable to shareholders 3,120,525 1,436,940 1,714,848
Financial claims (Note 17) 1,575,699 1,575,699 1,575,699
Other credit balances 1,764,192 1,894,611 1,630,375
18,259,376 19,009,765 20,118,450
10. Net income from operating activities
For the three months For the six months period
period ended 30 June ended 30 June
2018 2017 2018 2017
KD KD KD KD
Real estate rental income 6,095,844 6,163,686 12,427,822 12,360,503
Hotel’s and hospitality revenues 1,359,855 1,341,736 3,030,066 2,867,473
Total revenues 7,455,699 7,505,422 15,457,888 15,227,976
Operating expenses (1,260,990) (1,291,214) (2,299,950) (2,173,878)
Hotel and hospitality expenses (1,329,988) (1,553,615) _(2,898,224)  (3,131,875)
4,864,721 4,660,593 10,259,714 9,922,223

Hotel and hospitality expenses include an amount of KD 842,271 (2017 - KD 820,850) which
represents the current period depreciation of the hotel building and related equipment.

11. Net gain on investments
For the three months For the six months period
period ended 30 June ended 30 June
2018 2017 2018 2017
KD KD KD KD
Investment at FVYOCI
Cash dividends 511,959 - 951,837 -
511,959 - 951,837 -
Investment available for sale
Gain/(loss) on sales - 11,123 - (5,366)
Cash dividends - 190,581 - 326,114
Impairment = - - (90,000)
511,959 201,704 951,837 230,748
Investments at fair value through
profit or loss
Change in fair value (180,000) 649,546 (255,000) 836,192
Gain on sale 34,380 - 309,563 -
Cash dividends 33,945 440,176 138,791 904,557
(111,675) 1,089,722 193,354 1,740,749

400,284 1,291,426 1,145,191 1,971,497
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12.

13.

14.

Basic earnings per share for the Parent Company's shareholders

Basic earnings per share is computed by dividing the net profit attributable to the Parent Company’s
shareholders for the period by the weighted average number of outstanding ordinary shares less
weighted average number of outstanding treasury shares during the period as follows:

For the three months period For the six months period
ended 30 June ended 30 June
2018 2017 2018 2017
KD KD KD KD

Net profit for the period (KD) 3,394,185 3,852,554 7,154,131 7,781,797
Weighted average number of

outstanding shares (share) 1,773,921,703 1,763,615,570 _1,761,706,282 1,763,617,095
Basic EPS (fils) 1,91 2.18 4.06 4.41

Related parties transactions

Related parties comprise of the Group’s shareholders who are members in the board of directors,
board of directors, key management personnel, and associates in which the company has
representatives in their board. The transactions with related parties are subject to approval of the
shareholders at the general assembly. Significant related party transactions and balances resulting
therefrom were as follows:

30 June 31 December 30 June

2018 2017 2017
(Unaudited) (audited) {Unaudited)
KD KD KD

Interim condensed consolidated
statement of financial position
Receivables and other debit balances 158,182 131,182 151,563
Payables and other credit balances 189,717 189,717 189,717
Balances due to key management 707,495 926,714 436,623

For the three months For the six months
period ended 30 June period ended 30 June

2018 2017 2018 2017
KD KD KD KD
Interim condensed consolidated
statement of income
Key management benefits 134,684 147,094 274,825 280,371
Capital commitments and contingent liabilities
30 June 31 December 30 June
2018 2017 2017
(Unaudited) (audited) (Unaudited)
KD KD KD
Capital commitments
Uncalled capital - investments 438,135 1,081,465 886,329
Contract for projects and investment
properties under development 9,525,410 10,858,379 12,019,759
Other 282,024 19,483 22,132
10,245,569 11,959,327 12,928,220
Contingent liabilities
Letters of guarantee 3,660,317 2,995,067 2,894,902
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16.

Fair value estimation

The fair values of financial assets and liabilities are estimated as follows.

e Level 1:

e Level 2:

e Level 3:

Quoted prices in active markets for quoted financial instruments.

Quoted prices in an active market for similar instruments or prices quoted by managers of
investment funds or other valuation techniques where all the important inputs are based
on comparative market data either directly or indirectly.

Valuation techniques in which the inputs that are not based on any comparative market

+ data.

Fair value of financial assets and liabilities of the Group measured at fair value on a periodical basis is

as follows:

Financial assets

Fair value as of
31 December

Fair Valuation Significant Relationship of

30 June 2017 30 June value techniques unobservable unobservable
2018 (audited) 2017 level and key inputs inputs to fair
inputs value
KD KD KD
Investments at
fair value
through other
comprehensive
income
Quoted shares 105,346 - - 1 Last bid price N/A N/A
Income
approach/ Cash flow,
market discount Higher market
multiple rate,growth risk the lower
Private equity 24,794,299 - - 3  model rate the fair value
Income
approach/ Cash flow,
market discount Higher market
multiple rate,growth risk the lower
Investment funds 1,095,060 - - 3 model rate the fair value
Investments
available for
sale
Quoted shares - 927,272 849,198 1 Last bid price N/A N/A
Income
approach/ Cash flow,
market discount Higher market
multiple rate,growth risk the lower
Private equity - 22,305,872 22,250,499 3  model rate the fair value
Income
approach/ Cash flow,
market discount Higher market
multiple rate,growth risk the lower
Investment funds - 3,298,537 3,029,515 3 model rate the fair value
Investments at
fair value
through profit
or loss
Quoted shares 555,000 - - 1 Last bid price N/A N/A
Income
approach/ Carrying Higher
market amount market risk
multiple adjusted for  the lower the
Private equity 24,402,672 26,653,077 30,184,071 3  approach market risk fair value

The fair value of financial assets and liabilities are categorized under level 3 below by using
recognized valuation technique such as discounted cash flows, price multiple or adjusted fair value.
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Notes to interim condensed consolidated financial information (unaudited)
For the six months period ended 30 June 2018

i7.

i8.

Financial claims

In 2016, the Parent Company was notified that the General Authority for Zakat and Tax in the
Kingdom of Saudi Arabia assessed tax for capital gains on a deemed profit basis on the Parent
Company and other investors for one of the investments which the Company has exited from 2009.

The Parent Company’s share in such tax assessment is KD 2,867,000. The Group believes that the
value of the tax assessment mentioned in the notice is overestimated. The Group appointed a tax
consultant for it in KSA and filed a formal objection to the tax claim. Further, the Group recalculated
its share in the tax assessment value. Based on this, the Parent Company recognised a claims
provision of KD 1,575,699 In the interim condensed consolidated statement of income for the period
ended 30 June 2016. This amount represents the best estimate of the outstanding liabilities until the
value of the final liability is decided.

Dividends

On 9 April 2018 the Annual General Ordinary Assembly was held and approved distribution of cash
dividends at 5% (5 fils per share) to the shareholders of record as of the date of the General

Assembly (31 December 2016: cash dividends at 5%).
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