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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION TO THE BOARD OF DIRECTORS OF AL-ARABIYA REAL ESTATE COMPANY
K.S.C.P.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Al-
Arabiya Real Estate Company K.S.C.P. (the “Parent Company™) and its subsidiaries (collectively the “Group”)
as at 30 September 2020 and the related interim condensed consolidated statement of income and interim
condensed consolidated statement of comprehensive income for the three months and nine months periods
then ended and the related interim condensed consolidated statement of changes in equity and interim
condensed consolidated statement of cash flows for the nine months period then ended. The management of
the Parent Company is responsible for the preparation and presentation of'this interim condensed consolidated
financial information in accordance with International Accounting Standard 34: Interim Financial Reporting
(“IAS 34”). Our responsibility is to express a conclusion on this interim condensed consolidated financial
information based on our review.

Scope of Review

Except as set out below in the following paragraph, we conducted our review in accordance with International
Standard on Review Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”. A review of interim condensed consolidated 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 Intemational 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.

Basis for Qualified Conclusion

» Trade and other receivables, which are carried in the interim condensed consolidated statement of financial
position at KD 10,450,118 (31 December 2019: KD 13,250,468 and 30 September 2019: KD 9,273,109),
includes an amount of KD 7,039,955 (31 December 2019 and 30 September 2019: KD 7.039,955) which
represents the net carrying value of a compensation claim due to the Group. We were unable to verify the
management’s assertion that this amount was recoverable, and accordingly, we were unable to complete
our review of compensation claim receivable. Had we been able to complete our review of compensation
receivable, matters might have come to our attention indicating that adjustments might be necessary to the
interim financial information. Qur audit opinion in the year ended 31 December 2019 and our review
conclusion for the period ended 30 September 2019 were also modified in respect of this matter.

» The Group’s investment in Sharm Dreams for Real Estate Development Company (“the associate™), a
foreign associate accounted for by the equity method, is carried at KD 1,211.456 in the interim condensed
consolidated statement of financial position as at 30 September 2020 (31 December 2019: KD 1,109,080,
30 September 2019 KD 1,098,190) and the foreign currency translation adjustment related to the
translation of the carrying value of the investment in an associate for the period of KD 102,376 is included
in the Group’s interim condensed consolidated statement of comprehensive income for the period then
ended. The Group’s share in the results of the associate was not accounted for since no financial
information of this associate were available as at 30 September 2020. We were unable to complete our
review of this investment as at 30 September 2020 and the related Group’s share in other comprehensive
income for the nine-months period then ended. Consequently, we were unable to determine whether any
adjustments to these amounts were necessary. Our opinion in the year ended 31 December 2019 was also
modified in respect of this matter.
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION TO THE BOARD OF DIRECTORS AL-ARABIYA REAL ESTATE COMPANY
K.S.C.P. (CONTINUED)

Basis for Qualified Conclusion (continued)

Investment properties, which are carried in the interim condensed consolidated statement of financial
position at KD 112,957,766 as at 30 September 2020 (31 December 2019: KD 1 12,871,558, 30 September
2019: 118,863,878) includes an amount of KD 23,034,000 as at 30 September 2020 (31 December 2019;
KD 23,034,000, 30 September 2019: KD 23,034,000) relating to certain investment properties located in
the State of Kuwait. We were unable to complete our review of these investment properties as at 30
September 2020 because management was unable to provide sufficient appropriate evidence related to the
underlying data, method and assumptions used by the valuer in the determination of the fair value of these
properties as at 30 September 2020. Had we been able to complete our review of this investment
properties, matters might have come to our attention indicating that adjustments might be necessary to the
interim financial information. Our opinion in the year ended 31 December 2019 was also modified in
respect of this matter,

Qualified Conclusion

Except for the adjustments to the interim condensed consolidated financial information that we might have
become aware of had it not been for the situation described above, 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.

Material uncertainty relating to going concern

We draw attention to Note 2 to the interim condensed consolidated financial information, which indicates that
the Group incurred a loss of KD 6,559,989 during the nine-month period ended 30 September 2020 (30
September 2019: loss of KD 1,211 ,625) and as of that date, the Group’s current liabilities exceeded its current
assets by KD 20,107,855 (31 December 2019: KD | 7.702,019 and 30 September 2019: KD 26,843,644). These
conditions, along with other matters as set forth in Notes 2 and 10 to the interim condensed consolidated
financial information indicate that a material uncertainty exists that may cast significant doubt on the Group’s
ability to continue as a going concern. Our conclusion is not modified in respect of this matter.

Emphasis of Matter

We draw attention to Note 10 to this interim condensed financial information, which describes uncertainty
relating to the outcome of negotiations with a creditor bank. Our conclusion is not modified in respect of this
matter.
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION TO THE BOARD OF DIRECTORS AL-ARABIYA REAL ESTATE COMPANY
K.5.C.P. (CONTINUED)

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 account of the Parent Company. We further report that, to the best of our knowledge and
belief, we have not become aware of any violations of the Companies’ Law No. 1 of 2016, as amended, and
its Executive Regulation, as amended, nor of the Parent Company’s Memorandum of Incorporation and
Articles of Association, as amended. during the nine months period ended 30 September 2020, that might have
had a material effect on the business of the Parent Company or on its financial position, except that the Parent
company has directly invested in shares of certain companies, whose objectives are different from that of the
Parent Company (Note 6).

We further report that, during the course of our review, to the best of our knowledge and belief, we have not
become aware of any violations of the provisions of Law No 7 of 2010 concerning the Capital Markets
Authority and its related regulations during the nine months period ended 30 September 2020 that might have
had a material effect on the business of the Parent Company or on its financial position.
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Al-Arabiya Real Estate Company K.P.S.C. And its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 September 2020 (Unaudited)

31 December

30 September 2019 30 September
Notes 2020 (Audited) 2019
KD KD KD
ASSETS
Non-current assets
Property, plant and equipment 16,085,471 16,637,926 16,848,494
Investment properties 5 112,957,766 112,871,558 118,863,878
Net assets of unconsolidated hotel - - 308,194
Investments in an associate 1,211,456 1,109,080 1,098,190
Financial assets at fair value through other
comprehensive income 6 8,832,155 11,119,287 10,905,467
139,086,848 141,737,851 148,024 223
Current assets :
Trade and other receivables 7 10,450,118 13,250,468 9,273,109
Cash and cash equivalents 947,703 744,707 549,072
11,397,821 13,995,175 9,822,181
Total assets 150,484,669 155,733,026 157,846,404
Equity and liabilities ' e
Equity
Share capital 50,984,499 50,984,499 50,984,499
Share premium 327,188 327,188 327,188
Treasury shares 8 (714,784) (714,784) (714,784)
Statutory reserve 4,744,392 4,744,392 4,569,660
Voluntary reserve 174,732 174,732 -
Other reserves 9 (508,178) 1,453,121 1,229,038
(Accumulated losses) / Retained earnings (5,559,065) 997,717 (1,211,625)
49,448,784 57.966,865 55,183,976
Liabilities
Non-current liabilities
Post-employment benefits 406,776 516,371 499,903
Loans and bank facilities 10 69,123,433 65,552,596 65,496,700
69,530,209 66,068,967 65,996,603
Current liabilities
Trade and other payables 11 7,549,408 11,364,013 10,593,670
Loans and bank facilities 10 23,956,268 20,333,181 26,072,155
31,505,676 31,697,194 36,665,825
Total liabilities 101,035,885 87,766,161 102,662,428
Total equity and liabilities 150,484,669 155,733,026 157,846,404
Dr. Emad Jawad Bukhamseen Dr. Anwar Ali Al Nagi

Chairman Vice Chairman

The attached notes 1 to 17 form part of this interim condensed consolidated financial information.
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Al-Arabiya Real Estate Company K.P.S.C. And its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME

For the period ended 30 September 2020 (Unaudited)

Note

Revenues

Rental income

Income from hotel

Dividend income

Other income

Foreign currency exchange differences

Expenses

Unrealized loss from valuation of investment properties
Investment properties expenses

Operating expenses of a hotel

Staff costs

Depreciation and amortization

Other expenses

Finance costs

Net loss for the period
Loss per share (fils) 12

Three months ended Nine months ended
30 September 30 September
2020 2019 2020 2019
KD KD KD KD
1,250,574 1,322 465 3,628,688 3,996,796
296,295 1,167,837 1,638,249 4,415,348
2,257 - 219,025 314.188
36,484 154,258 150,007 391.453
12,264 121.458 (135,409) 109.267
1,597.874 2,766,018 5,500,560 9,227,052
326,332 - 4,479,135 -
228.374 195,339 507,902 589,784
559,022 1,027,317 2,041,337 3.565,014
66,173 84,738 233,158 308,611
171,667 429,621 542,681 1,289,550
397,577 432412 1,264,632 1,180,586
800,584 1,078,875 2,991,704 3,505,132
2,549,729 3,248.302 12,060,549  10,438.677
(951,855) (482,284) (6,559,989) (1,211.625)
(1.88) (0.95) (12.98) (2.40)

The attached notes 1 to 17 form part of this interim condensed consolidated financial information.
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Al-Arabiya Real Estate Company K.P.S.C. And its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME

For the period ended 30 September 2020 (Unaudited)

Net loss for the period

Other comprehensive (loss)fincome items:

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

Foreign currency translation adjustment

Items that will not be reclassified subsequently to
interim condensed consolidated statement of
income:

Change in fair value of financial assets at fair value

through other comprehensive income

Other comprehensive income (loss) for the period

Total comprehensive loss for the period

Note

Three months ended Nine months ended
3() September 3() September

2020 2019 2020 2019

KD KD KD KD
(951,855) (482,284) (6,559,989) (1.211,625)
(189,242) 79.869 323,023 86,938
(189,242) 79.869 323,023 86,938
502,273 (512.049) (2,281,115 36,938
313,031 (432,180) (1,958,092) 123 876
(638,824) (914,464) (8,518,081) (1,087,749)

The attached notes 1 to 17 form part of this interim condensed consolidated financial information.
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