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*Increase in operating profit from Hotel.

* Increase in (unrealized) gain from valuation of
investment properties.

* Decrease operating costs
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Independent Auditor’s Report to the Shareholders Al-Arabiya Real Estate Company K.S.C.P.
Report on the Audit of the Consolidated Financial Statements
Qualified Opinidn

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 2022, and the consolidated statement of income, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects on the corresponding figures of the matter 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 2022, 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

Unrealized loss from valuation of investments properties, which is reported at KD 8,254,919 in the consolidated
statement of income for the year ended 31 December 2021, includes a loss of KD 4,097,000 relating to investment
properties carried at KD 23,597,000 as at 31 December 2020. We were unable to obtain sufficient appropriate audit
evidence about the carrying amount of these investment properties as at 31 December 2020 because we could not
verify the underlying data, method and assumptions used by the valuer in the determination of the fair value of these
properties. Since opening investment properties enter into the determination of the net loss for the year, we were
unable to determine whether adjustments to the net loss for the year and opening accumulated losses might be
necessary for 2021. Our audit opinion on the financial statements for the year ended 31 December 2021 was modified
accordingly. Our opinion on the current year’s financial statements is also modified because of the possible effect of
this matter on the comparability of the current period’s figures and the corresponding figures.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (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.

Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the consolidated financial statements, which indicates that the Group’s current liabilities
exceeded its current assets by KD 43,204,215. As stated in note 2, this condition, indicates 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.
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Independent Auditor’s Report to the Shareholders Al-Arabiya Real Estate Company K.5.C.P. {continued)
Report on the Audit of the Consolidated Financial Statements (continued)
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 the Basis for Qualified
Opinion section of our report and in the Material Uncertainty Related to Going Concern section of our report, we have
determined the matter described below to be a key audit matter to be communicated in our report. This matter was

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 this matter.

Key audit matter

How our audit addressed the key audit matter

Fair value of investment properties

The Group’s investment properties are carried at KD
109,574,582 in the consolidated statement of financial
position as at 31 December 2022 and the net fair value
gain presented in the consolidated statement of income
amounted to KD 3,486,780. 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 the market comparable approach or
the capitalized 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, capitalization 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 5 in the consolidated financial statements
for further details relating to this matter.

Our audit procedures included the following:

e We evaluated the design of controls related to the
valuation of investment properties and determined

that these controls had been implemented
appropriately.
e We assessed the external valuer's skills,

competence, cobjectivity and capabilities and read
their terms of engagement with the Group to
determine that the scope of their work was sufficient
for audit purposes.

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

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

e Using our internal expert, we have reviewed
selected properties valuation valued by the external
valuers and assessed whether the valuation of the
properties was performed in accordance with the
requirements of IFRSs.

e 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.

e We reperformed the arithmetical accuracy of the
determination of fair value,

e We assessed the disclosures made in the
consolidated financial statements relating to this
matter against the requirements of IFRSs.




Deloitte.

Independent Auditor’s Report to the Shareholders Al-Arabiya Real Estate Company K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Other Information

Management is responsible for the other information. Other information consists of the information included in the
Group’s 2022 Annual Report, other than the consolidated financial statements and our auditor’s report thereon. We
obtained the report of the Parent Company’s Board of Directors, prior to the date of our auditor’s report, and we expect

to obtain the remaining sections of the Annual Report after the date of our auditor’s 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 auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report that fact.
As a result of the matters described in the Basis for Qualified Opinion section of our report above, we have concluded

that the other information i'nav be materially misstated.
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 consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management 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.,
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our abjectives 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 auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic

decisions of users taken based on these consolidated financial statements.
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Independent Auditor’s Report to the Shareholders Al-Arabiya Real Estate Company K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements {continued)

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

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

e [dentify 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.

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

e  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.

¢ 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 applicable, 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 conselidated financial statements of the current year and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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Independent Auditor’s Report to the Shareholders Al-Arabiya Real Estate Company K.S.C.P. (continued)
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 matter 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 violations of the Companies Law No.1 of 2016,
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 2022 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 the Parent Company’s

(Note 7) and for what has been mentioned in Note 27 related to the amortization of accumulated losses.

We further report that, during the course of our audit, 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 year ended
31 December 2022 that might have had a material effect on the business of the Parent Company or on its financial
position, except for the matter described in the Basis for Qualified Opinion section of our report and for what has been

mentioned in Note 27 related to the amortization of accumulated losses..

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

Kuwait, 5 March 2023
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And its subsidiaries
State of Kuwait
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{All amounts are in Kuwaiti Dinar)

Notes 31December 31 December 1 January
2022 2021 2021
(Restated - (Restated -
Note 26) Note 26)
Non-current assets
Property, plant and equipment 4 14,735,823 15,188,135 15,910,653
Investment properties 5 109,574,582 106,332,647 117,280,181
Investment in an associate 6 - - 1,040,709
Financial assets at fair value through other comprehensive
income 7 9,979,850 9,902,650 9,241,491
134,290,255 131,423,432 143,473,034
Current assets
Trade and other receivables 8 1,661,175 2,275,804 2,557,057
Cash and cash equivalents 9 1,723,237 974,012 798,981
3,384,412 3,249,816 3,356,038
Assets held for sale 6 848,514 848,514 -
4,232,926 4,098,330 3,356,038
Total Assets 138,523,181 135,521,762 146,829,072
Equity & Liabilities
Equity
Share capital 10 50,984,499 50,984,499 50,984,499
Share premium 327,188 327,188 327,188
Treasury shares 11 (714,784) (714,784) (714,784)
Statutory reserve 12 4,744,392 4,744,392 4,744,392
Voluntary reserve 13 174,732 174,732 174,732
Other reserves 14 2,360,299 1,937,823 (319,760)
Accumulated losses (19,309,838) (21,370,413) (10,868,804)
38,566,488 36,083,437 44,327,463
Amount recognized in equity related to assets held for sale (1,351,998) (1,351,998) -
Total equity 37,214,490 34,731,439 44,327,463
Liabilities
Non-current liabilities
Post-employment benefits 334,996 290,705 323,743
Loans and bank facilities 15 53,536,554 56,148,132 6,693,491
53,871,550 56,438,837 7,017,234
Current liabilities
Trade and other payables 16 8,324,730 7,333,668 7,864,159
Loans and bank facilities 15 39,112,411 37,017,818 87,620,216
47,437,141 44,351,486 95,484,375
Total liabilities 101,308,691 100,790,323 102,501,609
Total equity and liabilities 138,523,181 135,521,762 146,829,072

The attached notes 1 to 27 form part of these consolidated financial statements.

o

i

D d Jawad Bukhamseen
irman

Dr. Abdullah Abdulsamad Marafi
Vice Chairman



Al-Arabiya Real Estate Company K.S.C.P.
And its subsidiaries

State of Kuwait

Consolidated Statement of Income for the year ended 31 December 2022
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(All amounts are in Kuwaiti Dinar)

Notes
REVENUES
Rental income from investment properties
Unrealized gain / (loss) from valuation of investment c
properties
Gain from sale of investment property 5

Operating Income from hotel

Dividend income from financial assets at FVTOCI

Loss from selling assets held for sale 6
Foreign currency exchange differences

Other income

EXPENSES

Investment properties expenses
Operating expenses of hotel

Staff costs
Depreciation
Finance costs

Other expenses

17

18

Net profit / (loss) for the year before deduction

Zakat

National Labour support tax
Net profit / (loss) for the year

Basic and diluted earnings / (Loss) per share (fills) 19

The attached notes 1 to 27 form part of these consolidated financial statements.

2022 2021
(Restated — Note 26)
4,837,917 4,713,527
3,486,780 (8,254,919)
176,509 -
4,514,597 2,221,356
128,386 8,507
- (170,124)
(109,665) 49,418
186,431 91,997
13,220,955 (1,340,238)
820,240 1,083,981
3,509,300 2,261,779
282,700 307,062
697,085 722,515
4,085,641 3,400,047
1,678,310 1,387,777
11,073,276 9,163,161
2,147,679 (10,503,399)
(24,887) -
(62,217) -
2,060,575 (10,503,399)
4.07 (20.79)




