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The company refunds part of the allocations for
previous years related to the implementation
of a court ruling

Aolatly dalul ‘al_g.c.'!“ Olaiases Crd e o 3y 35)-&.“ rL,J

304,188 K.D <.s 304,188

293,800 K.D

<l.s 293,800

Financial Results Form
Kuwaiti Company (KwWD)

Al-SBharg - Ahmad Aljaber Str.

Emad Commercial Center - 7 Floor

Tel.: +965 1840004 - Fax: +965 22420040
P.O.Box: 26980 Safat, 13130 Kuwait
‘www.arec-kwt.com

Rl el gl - 5,80

bt | aaatl - gyl sles 55,0

SRALIAAES ERT SIS R T @ 1k}
SopSI AT Eliall YA 1. e

R Sl s s
(1)) 424801 8, 20

Yignr ol et
oS )liga 00 AAL, 144 1 Ay psuall JUI




z.“'/j,
b v,

®
]

ol lay s
Cash Dividends

ks el ilay g3
Bonus Share

3l las jgs
Other Dividend

bl paisipue

No Diiens

= g

JUI ) 3L
Capital Increase

JW ey g
Capital Decrease

1- As the company is still looking at offers submitted to

it regarding compensation for that land and

negotiations in this regard are still ongoing between the
two parties to date, in an attempt by our company to
choose the best possible opportunity and offer possible.
2- In view of the current conditions in the Arab Republic
of Egypt and the difficulty in communicating during this
period, it is difficult to obtain the financial statements of
the associate, as on December 31, 2019.

3- In view of the current conditions in the State of
Kuwait, the imposition of the ban period, and the
suspension of movement of most of the state’s
facilities, based on the distinguished decision of the
Council of Ministers regarding the disruption of all
ministries, government agencies, public bodies and
institutions, their work (as a precaution) due to the new
Corona virus, communication with the resident has
been lost, and clarification and clarification of the bases

and evaluation data.

gl el el 25, A0

% %’
Al-Arabiva Real Estate Company

Ol L) Aautall 5 9,001 § umss cllile 38,201 T g -1

O Ayl el Lo Lad 1 culimglaly oo M1 s e augazll
Rmyd il 525 LSy 4 cyo Alglma (3 el ddepls G
- (nifas sy

Lgrios Tl jae B i9eex Le yas @l At Gagylall ()l -2
Lo Aol A5, 2 2 Sliled) Jggand! 503 8740 B § Juol gl
12019 o531 3

el 548 a9 cugSI gy § Al gLagd | las-3
oulma o3 e 2Ly l13g Ugll 33110 elana 35,5 Cadgi
Slelly Shlisll arer Jubaai lag Sagl1 1501 |

(L 1) Ldlael aaladl sy iyl 2uagSanl
el o holgall 5505 uddiuzetad! g 568 g pd e
- sl Sty sl essgls slass

Attach a copy of the financial statements approved by the Board of
Directors and the approved auditor's report
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Independent Auditors’ Report to the Shareholders

Al-Arabiya Real Estate Company K.S.C.P.
State of Kuwait

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the consolidated financial statements of Al-Arabiya Real Estate Company K.S.C.P. (the “Parent
Company”) and its subsidiaries (collectively the "Group”), which comprise the consolidated statement of financial
position as at 31 December 2019, the consolidated statements of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion section of our
report, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2019, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs),

Basis for Qualified Opinion

- Trade and other receivables, which are carried in the consolidated statement of financial position at KD 13,250,468
(KD 9,301,665 - 2018), includes an amount of KD 7,039,955 (KD 7,039,955 - 2018) which represents the net
carrying value of a compensation claim due to the Group. We were unable to obtain sufficient appropriate audit
evidence about the carrying amount of the compensation claim due to the Group because we were unable to verify
management’s assertion that this amount was recoverable. Consequently, we were unable to determine whether
any adjustments to this amount were necessary. Our opinion in the year ended 31 December 2018 was 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 1,109,080 in the consolidated statement of financial
position as at 31 December 2019 and the Group's share of the associate's other comprehensive income of
KD 93,178 is included in the Group's consolidated statement of other comprehensive income for the year then ended.
We were unable to obtain sufficient appropriate audit evidence about the carrying amount of the Group’s investment
in the associate as at 31 December 2019 and the Group's share of the associate's income for the year because we
were denied access to the financial information, management and auditors of the associate. Consequently, we were
unable to determine whether any adjustments to these amounts were necessary.

- Investment properties, which are carried in the consolidated statement of financial position at KD 112,871,558 at
31 December 2019, includes an amount of KD 23,034,000 relating to certain investment properties located in the
State of Kuwait and a fair value profit of KD 704,000 is included in the Group's total comprehensive income for the
year then ended. We were unable to obtain sufficient appropriate audit evidence about the carrying amount of these
properties and consequently the fair value loss relating to these properties because we were unable to verify the
data, method and assumptions used by the valuer in the determination of the fair value of these properties as at 31
December 2019. Consequently, we were unable to determine whether any adjustments to these amounts were
necessary.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under thaose
standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our qualified opinion.

Emphasis of Matter

We draw attention to Note 17 of the consolidated financial statements, which describes uncertainty relating to the
outcome of negotiations with a creditor bank. Our opinion is not modified in respect of this matter.
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Independent Auditors’ Report to the Shareholders (continued)

Al-Arabiya Real Estate Company K.S.C.P.
State of Kuwait

Report on the Audit of the Financial Statements (continued)

Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the consolidated financial statements, which indicates that the Group generated a profit
of KD 1,666,370 during the year ended 31 December 2019 (loss of KD 2,446,207 - 31 December 2018) and, as of that
date, the Group's current liabilities exceeded its current assets by KD 17,702,019 (KD 23, 263, 684 - 31 December
2018). As stated in note 2, these events or conditions, along with other matters as set forth in Notes 2, and 17 indicate
that a material uncertainty exists that may cast significant doubt on the Group’s ability to continue as a going concern,
Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current year. In addition to the matter described in Basis for Qualified Opinion
section and in the Material Uncertainty Related to Going Concern section, we have determined the matter described
below to be the key audit matter to be communicated in our report. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters.

Fair value of investment properties

The Group's investment properties are carried at KD 112,871,558 in the statement of financial position as at
31 December 2019 (KD 118,728,760 - 2018) and the net fair value loss recorded in the consolidated income statement
amounted to KD 1,233,109. The Group measures its investment properties at fair value,

The determination of fair value of these investment properties is based on valuations performed by external valuers
using either market comparable approach or income approach.

The Group’s discounted future cash flows analysis and the assessment of the expected remaining holding period and
income projections on the existing operating assets requires management to apply significant judgements and make
significant estimates related to future rental rates, capitalisation rates and discount rates.

The existence of significant estimation uncertainty warrants specific audit focus in this area as any bias or error in
determining the fair value could lead to a material misstatement in the consolidated financial statements and
consequently we have determined this to be a key audit matter

Refer to note (7) in the consolidated financial statements for further details relati ng to this matter.
We performed the following audit procedures in order to address the Key Audit Matter
e We evaluated the design and implementation of controls related to the valuation of investment properties.

* We assessed the external valuer’s skills, competence, objectivity and capabilities and read their terms of engagement
with the Group to determine that the scope of their work was sufficient for audit purposes.

e We agreed the total valuation in the valuers report to the amount reported in the consolidated statement of financial
position.

¢ We tested the data provided to the valuer by the Group, on a sample basis.

* We involved our internal real estate valuation specialist to review selected properties valued by the external valuers
and assessed whether the valuation of the properties was performed in accordance with the requirements of IFRS
13 Fair Value Measurement.

= Where we identified estimates that were outside acceptable parameters, we discussed these with the valuers and
management to understand the rationale behind the estimates made.

« We performed sensitivity analyses on the significant assumptions to evaluate the extent of their impact on the
determination of fair values.

= We reperformed the arithmetical accuracy of the determination of recoverable amounts.

e We assessed the disclosures made in the financial statements relating to this matter against the requirements of
IFRSs.
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Independent Auditors’ Report to the Shareholders (continued)

Al-Arabiya Real Estate Company K.S.C.P.
State of Kuwait

Key Audit Matters (continued)
Other information included in the Group's 2019 Annual Report

Management is responsible for the other information. Other information consists of the information included in the
Group's 2019 Annual Report, other than the consolidated financial statements and our auditors’ report thereon. We
obtained the report of the Parent Company's Board of Directors, prior to the date of our auditors’ report, and we expect
to obtain the remaining sections of the Annual Report after the date of our auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’
report, we conclude that there is a material misstatement of this other information, we are required to report that fact,
As described in the Basis for Qualified Opinion section above, we were unable to obtain sufficient appropriate evidence
about the carrying amount of the compensation claim amount, the carrying amount of investment in associate and the
fair value basis of local investment property as at 31 December 2019, Accordingly, we are unable to conclude whether
or not the other information is materially misstated with respect to this matter.

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

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

In preparing the consclidated financial statements, management is responsible for assessing the Group‘s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

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

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

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.,
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Independent Auditors’ Report to the Shareholders (continued)

Al-Arabiya Real Estate Company K.S.C.P.
State of Kuwait

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

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

* Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation,

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

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

We also provide to Those Charged With Governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where a pplicable, related safeguards.

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

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of accounts have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s Board of Directors relating to
these consolidated financial statements, are in accordance therewith. We further report that we obtained all the
information and explanations that we required for the purpose of our audit, except for the matters described in the Basis
for Qualified Opinion section of our report, and that the consolidated financial statements incorporate all information
that is required by the Companies Law No.1 of 2016, as amended, and its executive regulations, as amended; and by
the Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, that an inventory was
duly carried out; and that, to the best of our knowledge and belief, no viclations of the Companies Law No.1 of 2018,
as amended, and its executive regulations, as amended; or of the Parent Company’s Memorandum of Incorporation and
Articles of Association, as amended, have occurred during the year ended 31 December 2019 that might have had a
material effect business of the Parent Company or on its financial position, except that the Parent Company has
in shares ofﬁ?aln companies, whose objectives are different from the Parent Company’s (Note 9).
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Al-Arabiya Real Estate Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Financial Position as at 31 December 2019
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(All amounts are in Kuwaiti Dinar)

Assets

Non-current assets

Property, plant and equipment

Investment properties

Investment in an associate

Investments at fair value through other comprehensive income

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

Equity and Liabilities

Equity
Share capital

Share premium

Treasury shares

Statutory reserve

Voluntary reserve

Other reserves

Retained eamings / (Accumulated losses)
Total equity

Liabilities
Non-current liabilities

Post-employment benefits
Loans and bank facilities

Current liabilities
Trade and other payables
Loans and bank facilities

Total liabilities
Total equity and liabilities

The accompanying notes form an integral part of these consolidated financial statements.
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Dr. Jawad Bukhamseen
Chairman

Note

O W N

10
11

12
26
13
14
15
16

17

18
17

2019 2018
16,637,926 17,839,685
112,871,558 118,728,760
1,109,080 1,015,902
11,119,287 10,868,529

141,737,851

148,452,876

13,250,468 9,301,665
744,707 3,377,451
_ 13,995,175 12,679,116
155,733,026 161,131,992
50,984,499 50,984,499
327,188 5,614,733
(714,784) (714,784)
4,744,392 4,569,660
174,732 4,569,660
1,453,121 1,105,162
997,717 (9,857,205)
_ 57,966,865 56,271,725
516,371 476,687
65,552,596 68,440,780
66,068,967 68,917,467
11,364,013 10,061,626
20,333,181 25,881,174
31,697,194 35,942,800
97,766,161 104,860,267
155,733,026 161,131,992

~ Dr. Anwar Ali A Nagi

Vice Chairman
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Consolidated Statement of Income for the year ended 31 December 2019
(Al amounts are in Kuwaiti Dinar)

Note 2019 2018

Revenues
Rental income 5,304,979 5,073,169
Income from a hotel 5,896,673 6,504,291
Group’s share in an results from associate 8 - 71,726
Dividends income 314,188 283,310
Other income 19 7,201,112 658,347
Foreign exchange (loss)/ gain (26,452) 132,785

18,690,500 12,723,628
Expenses
Unrealized loss from valuation of investment properties 7 1,233,109 203,371
Investment properties expenses 1,012,146 941,147
Loss on sale of investment properties 480,000 +
Expenses of an hotel 4,717,663 4,800,755
Staff costs 20 478,271 454,180
Depreciation and amortization 6. 876,327 1,675,856
Impairment of property, plant and equipment 6 746,969 -
Other expenses 21 2,893,592 1,765,094
Finance costs 4,505,104 5,329,432

16,943,181 15,169,835

Net profit / (loss) for the year before contribution to KFAS, NLST and

zakat 1,747,319 (2,446,207)
KFAS (15,726) -
NLST (46,659) -
Zakat : (18,564) -
Net profit / (loss) for the year 1,666,370 (2,446,207)
Basic and diluted earnings / (loss) per share (Fils) 22 3.30 (4.84)

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income for the year ended 31 December 2019
(All amounts are in Kuwaiti Dinar)

Note 2019 2018
Net profit / (loss) for the year 1,666,370 (2,446,207)
er =] i
Items that may be reclassified subseguently to the statement of
income:
Foreign currency translation adjustment 16 93,661 16,959
93,661 16,959

Items that will not be reclassified subsequently to statement of
income:
Change in fair value of investment securities at FVOCI 16 254,298 1,130,662

254,298 1,130,662
Total other comprehensive income items 347,959 1,147,621
Total comprehensive income/ (loss) for the year 2,014,329 (1,298,586)

The accompanying notes form an integral part of these consolidated financial statements.



