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(CompanyName 5 e
Arkan Al-Kuwait Real Estate Company - K.S.C. P (g.p. ) ylaall cuesdl Ol Ay
Board of Directors Meeting Date bl pelme plaazl gl
2020-03-10
Required Documents z39ailly LAl cirlall il

X Approved financial statements
X Approved auditor's report

Buezall AW Lt oo e X
azakl bluwsedl Blya )37 o0 Adeas

44444 oled!
e e Statement
2019-01-31 2020-01-31
1 38, 2l e polidl (Bylusell) )l lo
3% 304,527 312,918 Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
Aaaslly bl 1 (8yluus) Az
3% 1.21 1.25 o et s ’
Basic & Diluted Earnings per Share
: Agluztl olagagll
11% 1,465,884 1,620,086 ¢ e
Current Assets
ol I dles!
46% 55,268,809 80,945,555 iy
Total Assets
Agluall by |
-64% 19,832,965 7,096,490 g ; ’,lu
Current Liabilities
ab | Jla>
138% 19,902,104 47,276,845 "M ‘3 :
Total Liabilities
3128, 40 g les Lol 2SI Goa Jlaz]
-5% 35,366,705 33,668,710 Total Equity attributable to the owners of the
Parent Company
At alaly¥l Jlea
22% 789,725 961,225 .
Total Operating Revenue
Ala 430 (3ylauscdl) oyl 3Lo
3% 318,543 327,320 i
Net Operating Profit (Loss)
bl JWI Lol / 2aSTAL 3Lkt
iogs¥ " ings¥ godall JUI Loly / 2aS1ALY 43
Accumulated Loss/ Paid-Up Share Capital
-
Financial Results Form i U @bl gl £ 3ga
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©2020-01-31
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Statement

Net Profit (Loss) represents the amount

attributable to the owners of the parent
Company

Laaselly Lunladll ounll (Byleus) Lumsy
Basic & Diluted Earnings per Share

adgaadl bl Jla=)
Total Operating Revenue

2lua st (5ylusl) oyl Lo
Net Operating Profit (Loss)

e Not Applicable for first Quarter

difl ol de Gy @

Increase in Real estate rental income.
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Financial Results Form 2
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Cash Dividends

Axin H,uT Silasyes
Bonus Share

&y Slayies
Other Dividend

glol aigs pae
No Dividends
e R

Issue Premium

Capital Increase

NIL

Capital Decrease
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Attach a copy of the financial statements approved by the Board of
Directors and the approved auditor's report
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" Emst&Young Tel: +965 2 295 5000

Al Aiban, Al Osaimi & Partners Fax: +965 2 245 6419
[T 4 P.O.Box 74 kuwait@kw.eycom
Building a better 18-20th Floor, Baitak Tower ey.com/mena

Ahmed Al Jaber Street

working world )
Safat Square 13001, Kuwait

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

Report on Review of Interim Condensed Consolidated Financial Information

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial
position of Arkan Al-Kuwait Real Estate Company K.S.C.P. (“the Parent Company”) and its
subsidiary (collectively, the “Group”) as at 31 January 2020 and the related interim condensed
consolidated statement of profit or loss, interim condensed consolidated statement of
comprehensive income, interim condensed consolidated statement of cash flows and interim
condensed consolidated statement of changes in equity for the three-month period then ended.
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 (“1AS 34”). 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 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 IAS 34.

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.
I of 2016, as amended, and its executive regulations, as amended, or of the Parent Company’s
Memorandum of Incorporation and Articles of Association during the three-month period ended
31 January 2020 that might have had a material effect on the business of the Parent Company or on
its financial position.

™3 ERNST & YOUNG
AL AIBAN, AL OSAIMI & PARTNERS

_ BADER A. AI::-ABDULJADER - See Our Report Dated
I;EENCE NO. 207 A 10 Hg 0
AL AIBAN, AL OSAIMI & PARTNERS !MITIALL‘E,BRI;%RS étgéggl';rcmom
-- March 2020

Kuwait

A member firm of Ernst & Younq Global Limited
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION TO THE BOARD OF DIRECTORS OF ARKAN AL-KUWAIT REAL
ESTATE COMPANY K.S.C.P.

Report on Review of Interim Condensed Consolidated Financial Information

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial
position of Arkan Al-Kuwait Real Estate Company K.S.C.P. (“the Parent Company”) and its
subsidiary (collectively, the “Group”) as at 31 January 2020 and the related interim condensed
consolidated statement of profit or loss, interim condensed consolidated statement of
comprehensive income, interim condensed consolidated statement of cash flows and interim
condensed consolidated statement of changes in equity for the three-month period then ended.
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 (“IAS 34”). 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 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 IAS 34.

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 regulations, as amended, or of the Parent Company’s
Memorandum of Incorporation and Articles of Association during the three-month period ended
31 January 2020 that might have had a material effect on the business of the Parent Company or on
its financial pgsition.

BADER A. AL-ABDULJADER
LICENCE NO. 207 A

EY

AL AIBAN, AL OSAIMI & PARTNERS

10 March 2020
Kuwait

A member firm of Ernst & Young Global Limited



Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

(UNAUDITED)
For the period ended 31 January 2020

INCOME
Real estate rental income
Real estate expenses

Net real estate income

Management and incentive fees
Dividend income
Other income

EXPENSES

Staff costs

Finance costs

General and administrative expenses

PROFIT BEFORE TAX

Contribution to Kuwait Foundation for the Advancement of Sciences
(“I(F AS”) .

National Labour Support Tax (“NLST”)

Zakat

PROFIT FOR THE PERIOD

BASIC AND DILUTED EARNINGS PER SHARE

Note

Three months ended

31 January
2020 2019
KD KD
1,035,838 901,730
(111,736) (114,757)
924,102 786,973
29,236 2,477
2,537 -
5,350 275
961,225 789,725
(179,515) (180,004)
(313,851) (176,113)
(140,539) (115,065)
(633,905) (471,182)
327,320 318,543
(2,946) (2,867)
(8,183) (7,964)
(3,273) (3,185)
312,918 304,527
1.25 fils 1.21 fils

The attached notes 1 to 12 form part of this interim condensed consolidated financial information.
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Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME (UNAUDITED)
For the period ended 31 January 2020

Three months ended

31 January
2020 2019
KD KD
PROFIT FOR THE PERIOD 312,918 304,527
Other comprehensive income
Other comprehensive income that will not be reclassified to profit or loss in
subsequent periods:
Net gain on equity instruments designated at fair value through other comprehensive
income 85,690 47471
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 398,608 351,998

The attached notes 1 to 12 form part of this interim condensed consolidated financial information.
3




Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(UNAUDITED)
As at 31 January 2020

(Audited)
31January 31 October 31 January
2020 2019 2019
Notes KD KD KD

ASSETS
Non-current assets
Property and equipment 753,472 419,833 503,260
Investment properties 5 75,219,901 59,384,000 50,828,915
Financial asscts at fair value through other comprehensive

income 6 3,352,096 3,266,406 2,350,750

- - 120,000

Other non-current assets

79,325,469 63,070,239 53,802,925

Current asscts

Advance payments on acquisition of investment propertics 12 394,000 1,997,050 544,000

Accounts receivable and other assets 451,821 441,817 281.200

Cash and bank balances 774,265 512,045 640,684
1,620,086 2,950,912 1,465,884

TOTAL ASSETS 80,945,555 66,021,151 55,268,809

EQUITY AND LIABILITIES

Equity

Share capital 25,114,998 25,114,998 25,114,998

Share premium 77,200 77,200 71,200

Statutory reserve 3,990,012 3,990,012 3,741,914

General reserve 154,524 154,524 154,524

Fair value reserve (31,685) (117,375) (25.580)
4,363,661 6,059,943 6,303,649

Retained eamings

33,668,710 35,279,302 35,366,705

Total equity

Liabilities

Non-current liabilitics

Employees® end of service benefits 97,460 93,933 69,139

Islamic finance payables 7 39,114,517 - -

Accounts payable and other liabilities 968,378 - -
40,180,355 93,933 69,139

Current liabilities

Islamic finance payables 7 5,668,007 29,708,029 19,021,840

Accounts payable and other liabilities 942,303 830,213 751,139

Dividends payable 486,180 109,674 59,986

7,096,490 30,647,916 19,832,965
Total liabilities 47,276,845 30,741,849 19,902,104

TOTAL EQUITY AND LIABILITIES 80,945,555 66.021,151 55.268.809

=" b S

Fahad Abdulrahman Al-Mukhaizem Abdulrahman Hamad Al Terkait
Chairman Vice Chairman and Chief Executive Officer

The attached notes 1 to 12 form part of this intcrim condensed consolidated financial in formation.
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Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)
For the period ended 31 January 2020

OPERATING ACTIVITIES

Profit before tax

Adjustments to reconcile profit before tax to net cash flows:
Depreciation of property and equipment and right-of-use assets
Provision for employees’ end of service benefits
Finance costs on Islamic finance payables
Finance costs on lease liabilities

Working capital adjustments:
Accounts receivable and other assets
Accounts payable and other liabilities

Cash from operations
Employees’ end of service benefits paid
Taxes paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property and equipment

Purchase of investment properties

Capital expenditure incurred on properties under development
Acquisition of copyrights

Advance payments on acquisition of investment properties

Net cash flows used in investing activities

FINANCING ACTIVITIES

Finance costs paid

Net proceeds from Islamic finance payables
Dividends paid

Payment of principal portion of lease liabilities

Net cash flows from (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND BANK BALANCES
Cash and bank balances at beginning of the period

CASH AND BANK BALANCES AT 31 JANUARY

Non-cash transactions excluded from the interim condensed
consolidated statement of cash flow

Transitional adjustment to property and equipment on adoption of
IFRS 16 (Adjusted with right-of-use assets)

Transitional adjustment to investment properties on adoption of
IFRS 16 (Adjusted with right-of-use assets)

Transfer of prepayments to property and equipment

Transitional adjustment to lease liabilities on adoption of IFRS 16
(Adjusted with accounts payables and other liabilities)

Investment properties

Advance payment on acquisition of investment properties

Notes

[V V]

Three months ended

31 January
2020 2019
KD KD
327,320 318,543
65,028 29,097
9,580 12,131
313,851 176,113
13,408 -
729,187 535,884
(32,833) (7,285)
(42,605) 180,919
653,749 709,518
(6,053) -
(109,164) (135,021)
538,532 574,497
(97,198) (465)
(12,967,300) -
(149,096) (391,203)
- (120,000)
- (150,000)
(13,213,594) (661,668)
(313,851) (167,576)
15,074,495 111,066
(1,632,694) (4,232)
(190,668) -
12,937,282 (60,742)
262,220 (147,913)
512,045 788,597
774,265 640,684
(301,469) -
(1,116,455) -
22,829 -
1,395,095 -
(1,603,050) -
1,603,050 -

The attached notes 1 to 12 form part of this interim condensed consolidated financial information.
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Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

1 CORPORATE INFORMATION

The interim condensed consolidated financial information of Arkan Al-Kuwait Real Estate Company K.S.C.P. (the
“Parent Company”) and its subsidiary (collectively “the Group”) for the three months ended 31 January 2020 was
authorised for issue in accordance with a resolution of the board of directors on 10 March 2020. The Group’s annual
audited consolidated financial statements for the year ended 31 October 2019 were approved by the shareholders of the
Parent Company at the ordinary annual general assembly meeting (AGM) held on 18 December 2019.

The Parent Company was incorporated on 5 August 2003 as a Kuwaiti sharcholding company, and whose shares are
publicly traded on Boursa Kuwait. The Parent Company’s head office is located at Sharq, Al Hamra Tower 66" Floor —
and its registered postal address is P.0O. Box 20678, Safat, 13067, State of Kuwait.

The Group is principally engaged in the provision of real estate services and the management of investment properties.
2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation
The interim condensed consolidated financial information for the three months ended 31 January 2020 has been prepared
in accordance with IAS 34 “Interim Financial Reporting”.

The interim condensed consolidated financial information is presented in Kuwaiti Dinars (KD), which is the functional
currency of the Parent Company.

The interim condensed financial information does not include all information and disclosures required in the annual
financial statements prepared in accordance with the International Financial Reporting Standards (“IFRS”) and should
be read in conjunction with the Group’s annual consolidated financial statements for the year ended 31 October 2019.

2.2 New standards, interpretations and amendments adopted by the Group

The accounting policies adopted in the preparation of the interim condensed consolidated financial information are
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year
ended 31 October 2019, except for the adoption of new standards effective as of 1 November 2019. The Group has not
early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.

The Group applies, for the first time, IFRS 16 Leases. As required by IAS 34, the nature and effect of these changes are
disclosed below.

Several other amendments and interpretations apply for the first time in 2019, but do not have an impact on the interim
condensed consolidated financial statements of the Group.

IERS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating
Leases - Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires
lessees to account for all leases under a single on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify leases as
either operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 does not have an impact for
leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective method of adoption from 1 November 2019 accordingly,
the comparative information is not restated with the date of initial application of 1 November 2019. The Group elected
to use the transition practical expedient allowing the standard to be applied only to contracts that were previously
identified as leases applying IAS 17 and IFRIC 4 at the date of initial application. The Group also elected to use the
recognition exemptions for lease contracts that, at the commencement date, have a lease term of 12 months or less and
do not contain a purchase option (‘short-term leases’), and lease contracts for which the underlying asset is of low value
(‘low-value assets’).

The adoption IFRS 16 did not have impact on the retained earnings as at as at 1 November 2019.

The Group has discounted its future lease obligations using its incremental borrowing rate which is determined at 4.1% at
the reporting date. The effect of adoption of IFRS 16 as at 1 November 2019 (increase/ (decrease)) is as follows:




Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES

(continued)
2.2 New standards, interpretations and amendments adopted by the Group (continued)
IFRS 16 Leases (continued)

KD

ASSETS :
Right-of-use assets (included within property and equipment) 301,469
Right-of-use assets (included within investment property) 1,116,455
Prepayments (included within accounts receivable and other assets) (22,829)
Total assets 1,395,095
LIABILITIES
Lease liabilities (included within accounts payables and other liabilities) 1,395,095
Total liabilities 1,395,095
a) Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various properties. Before the adoption of IFRS 16, the Group classified each of its
leases (as lessee) at the inception date as an operating lease. In an operating lease, the leased property was not capitalised
and the lease payments were recognised as rent expense in the statement of profit or loss on a straight-line basis over the
lease term. Any prepaid rent and accrued rent were recognised under accounts receivable and prepayments and accounts
payable and accruals, respectively.

2 Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease liabilities for those leases previously classified as operating leases,
except for short-term leases and leases of low-value assets. The right-of-use assets were recognised based on the amount
equal to the lease liabilities, adjusted for any related prepaid and accrued lease payments previously recognised. Lease
liabilities were recognised based on the present value of the remaining lease payments, discounted using the incremental
borrowing rate at 1 November 2019.

The Group also applied the available practical expedients wherein it:

« Elected to use the transition practical expedient to not reassess whether a contract is, or contains a lease as at 1
November 2019. Instead, the Group applied the standard only to contracts that were previously identified as leases
applying IAS 17 and IFRIC 4 as at 1 November 2019

= Used a single discount rate to a portfolio of leases with reasonably similar characteristics

= Relied on its assessment of whether leases are onerous immediately before 1 November 2019

=  Applied the short-term leases exemptions to leases with lease term that ends within 12 months of 1 November 2019
»  Excluded the initial direct costs from the measurement of the right-of-use asset as at 1 November 2019

=  Used hindsight in determining the lease term where the contract contained options to extend or terminate the lease
b) Summary of new accounting policies

Set out below are the new accounting policies of the Group upon adoption of IFRS 16, which have been applied from
the date of initial application:

2 Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of
low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets representing the
right to use the underlying assets.

b Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any re-measurement of leasc liabilities. The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end
of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated
useful life and the lease term. Right-of-use assets are subject to impairment.




Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES
(continued)

22 New standards, interpretations and amendments adopted by the Group (continued)

IFRS 16 Leases (continued)
b) Summary of new accounting policies (continued)

» Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if the lease term reflects
the Group exercising the option to terminate. The variable lease payments that do not depend on an index or a rate are
recognised as expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is re-measured if there is a modification, a change in the lease term, a
change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset.

2 Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of property and equipment (i.¢., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase option). It
also applies the lease of low-value assets recognition exemption to leases of office equipment that are considered of low
value (i.¢., below KD 1,500). Lease payments on short-term leases and leases of low-value assets are recognised as expense
on a straight-line basis over the lease term.

12 Significant judgement in determining the lease term of contracts with renewal options

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the
lease, if it is reasonably certain not to be exercised.

The Group has the option, under some of its leases to lease the assets for additional periods. The Group applies judgement
in evaluating whether it is reasonably certain to exercise the option to renew. That is, it considers all relevant factors that
create an economic incentive for it to exercise the renewal. After the commencement date, the Group reassesses the lease
term if there is a significant event or change in circumstances that is within its control and affects its ability to exercise (or
not to exercise) the option to renew (e.g., a change in business strategy).

¢) Amounts recognised in the interim condensed consolidated statement of financial position and profit or loss

Set out below are the carrying amounts of the Group’s right-of-use assets and lease liabilities and the movements during
the period:

Right-of-use assets Lease liabilities
Included Included Included under
under under accounts
property and  investment payable and
equipment  properties Total other liabilities
KD KD KD KD
Restated opening balance under IFRS 16 301,469 1,116,455 1,417,924 1,395,095
Depreciation expense (included in general and
administrative expenses) (31,383) - (31,383) -
Accretion of finance cost (included in general
and administrative expenses) - - - 13,408
Payments - - - (190,668)
As at 31 January 2020 270,086 1,116,455 1,386,541 1,217,835




Arkan Al-Kuwait Real Estate Company K.S.C.P. and its Subsidiary
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

3 EARNINGS PER SHARE (EPS)

Basic EPS amounts are calculated by dividing the profit for the period attributable to ordinary equity holders of the
Parent Company by the weighted: average number of ordinary shares outstanding during the period. Diluted EPS is
calculated by dividing the profit attributable to ordinary equity holders of the Parent Company by the weighted average
number of ordinary shares outstanding during the period plus the weighted average number of ordinary shares that would
be issued on conversion of all the dilutive potential ordinary shares into ordinary shares. As there are no dilutive

instruments outstanding, basic and diluted earnings per share are identical.
Three months ended

31 January
2020 2019
Profit for the period (KD) 312,918 304,527
Weighted average number of shares outstanding (shares)* 251,149,980 251,149,980
Basic and diluted EPS (fils) 1.25 1.21

* The weighted average of shares takes into account the weighted average effect of changes in treasury shares during the period.

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date
and the date of the authorisation of this interim condensed consolidated financial information.

4 DISTRIBUTIONS MADE AND PROPOSED

The annual general assembly meeting (AGM) of the shareholders of the Parent Company held on 18 December 2019
approved the consolidated financial statements for the year ended 31 October 2019 and the directors’ proposal to
distribute cash dividend of 8 fils (2018: 8 fils) per share amounting of KD 2,009,200 for the year then ended (2018:

KD 2,009,200).

5 INVESTMENT PROPERTIES
(Audited)
31 January 31 October 31 January
2020 2019 2019
KD KD KD
At the beginning of the period/year 59,384,000 50,437,712 50,437,712
Effect on adoption of IFRS 16 (Note 2.2) 1,116,455 - -
Capital expenditure on owned property ' - 149,096 1,175,928 391,203
Additions 2 14,570,350 6,715,358 -
Valuation gains 3 - 1,055,002 -
At the end of the period/year 75,219,901 59,384,000 50,828,915
Investment properties are categorised as:
(Audited)
31 January 31 October 31 January
2020 2019 2019
KD KD KD
Properties under development 5,004,096 4,855,000 4,337,794
Developed properties 70,215,805 54,529,000 46,491,121

75,219,901 59,384,000 50,828,915

The Group has no restrictions on the realisability of its investment properties and no contractual obligations to either
purchase, construct or develop investment properties or for repairs, maintenance and enhancements other than the
amounts disclosed in Note 9 to the interim condensed consolidated financial information.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

5 INVESTMENT PROPERTIES (continued)

1 During the period ended 31 January 2020, the Group has incurred capital expenditure in respect of certain properties
under development amounting to KD 149,096. Capital expenditure includes borrowing costs capitalised during the
period amounting to KD 10,439 (31 October 2019: KD 224,383)

2 During the period ended 31 January 2020, the Group acquired developed properties amounting to KD 14,570,350 for
which KD 1,603,050 was paid in advance in prior year.

3 The valuations of investment properties were performed at 31 October 2019 by two accredited independent valuers with
recognised and relevant professional qualification and experience in the locations and categories of the investment
properties being valued. The fair value was determined to be the lower of the two values using a mix of income
capitalisation method and the market comparison approach considering the nature and usage of each property. Valuation
of the Group’s investment property portfolio is performed on an annual basis as management believes that there are no
significant circumstances that have arisen during the period, which may have an impact on fair value.

Investment properties with a carrying value of KD 61,626,446 (31 October 2019: KD 24,354,000 and 31 January 2019
KD 1,746,000) are pledged as security to fulfil collateral requirements of certain Islamic finance payables (Note 7).

6 FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
(Audited)
31 January 31 October 31 January
2020 2019 2019
KD KD KD
Quoted equity securities 174,139 143,729 142,261
Unquoted equity securities 3,177,957 3,122,677 2,208,489
3,352,096 3,266,406 2,350,750
7 ISLAMIC FINANCE PAYABLES
(Audited)
31 January 31 October 31 January
2020 2019 2019
KD KD KD
Gross amount 45,253,480 30,332,103 19,630,727
Less: deferred finance costs (470,956) (624,074) (608,887)
44,782,524 29,708,029 19,021,840
Non-current 39,114,517 s =
Current 5,668,007 29,708,029 19,021,840
44,782,524 29,708,029 19,021,840

These represents Islamic financing facilities obtained from local financial institutions that included covenants and bear
an average finance cost of 4.1% (31 October 2019: 4.77% and 31 January 2019: of 4.56%) per annum.

During the current period, the Group refinanced certain Islamic finance payables. These facilities are now repayable in
various instalments of which some are due to be settled more than twelve months after the reporting period (non-current).

Banking covenants vary according.to each finance agreement, but typically require that the finance-to-value ratio does
not exceed 100%. A future breach of covenant may require the Group to repay the facilities on demand.

During the period, the Group did not breach any of its facility covenants, nor did it default on any other of its obligations
under its credit facility agreements.

Islamic finance payables of KD 44,782,524 (31 October 2019: KD 24,708,029 and 31 January 2019 KD Nil) are secured
by a portion of the Group’s investment properties (Note 5).
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INFORMATION (UNAUDITED)
As at and for the period ended 31 January 2020

8 RELATED PARTY DISCLOSURES

These represent transactions with certain parties (major shareholders, directors and executive officers of the Group, close
members of their families and companies of which they are principal owners or over which they are able to exercise
significant influence) entered into by the Group in the ordinary course of business. Pricing policies and terms of these
transactions are approved by the Parent Company’s management.

There were no transactions with related parties during the period ended 31 January 2020.

Key management personnel:

Key management personnel comprise of the Board of Directors and key members of management having authority and
responsibility for planning, directing and controlling the activities of the Group. The aggregate value of transactions and
balances related to key management personnel were as follow:

Transaction values for the

three months ended Balances outstanding as at
(Audited)

31 January 31 January 31 January 31 October 31 January

2020 2019 2020 2019 2019

KD KD KD KD KD

Salaries and short-term benefits 26,847 34,947 26,847 172,088 34,947
Employees’ end of service benefits 27,149 5,109 41,657 38,276 31,141
53,996 40,056 68,504 210,364 66,088

The Board of Directors in their meeting held on 1 December 2019 proposed directors’ remuneration of KD 53,700 for
the year ended 31 October 2019. This proposal was approved by the shareholders at the AGM held on 18 December
2019.

9 COMMITMENTS AND CONTINGENCIES

Capital commitments

As at 31 January 2020, the Group had ongoing construction contracts with third parties and is consequently committed
to future capital expenditure in respect of investment properties under development of KD 761,448 (31 October 2019:
KD 256,281 and 31 January 2019: KD 401,503). There are no contractual commitments in respect of completed
investment properties.

Legal claim contingency

Certain tenants of the Group have commenced actions against the Group in respect of certain leased properties. The
Group has been advised by legal counsel that it is possible, but not probable, the actions will succeed and, accordingly,
no provision for any liability has been made in this interim condensed consolidated financial information.

Contingent liabilities

As at the reporting date, the Group had contingent liabilities in respect of bank guarantees arising in the ordinary course
of business amounting to KD KD 783,250 (31 October 2019: KD 783,250 and 31 January 2019: KD 564,925) from
which it is anticipated that no material liabilities will arise.

10 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of equity instruments designated at FVOCI, tenant and other receivables and bank balances.
Financial liabilities consist of Islamic finance payables and accounts payable and other liabilities.

Management assessed that the fair values of financial assets and financial liabilities approximate their carrying amounts,
as most of these instruments are of short-term maturities or re-priced immediately based on market movement in profit
rates,
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10 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (continued)

When the fair values of financial instruments recorded in the statement of financial position cannot be measured based
on quoted prices in active markets, their fair value is measured using valuation techniques. The inputs to these models
are taken from observable markets where possible, but where this is not feasible, a degree of judgement is required in
establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and volatility.
Changes in assumptions relating to these factors could affect the reported fair value of financial instruments and is
discussed further below.

Valuation methods and assumptions
The following methods and assumptions were used to estimate the fair values:

Listed investment in equity securities
Fair values of publicly traded equity securities are based on quoted market prices in an active market for identical assets
without any adjustments. The Group classifies the fair value of these investments as Level 1 of the hierarchy.

Unlisted equity investments

The Group invests in private equity companies that are not quoted in an active market. Transactions in such investments
do not occur on a regular basis. The Group uses the reported net asset value and market-based valuation techniques to
estimate the fair value for these positions, adjusted for factors specific to the investee such as the effect for lack of

marketability.

Fair value hierarchy
All financial instruments for which fair value is recognised or disclosed are categorised within the fair value hierarchy,
based on the lowest level input that is significant to the fair value measurement as a whole, as follows:

+ Levell — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2—  Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

y- Level 3—  Valuation techniques for which the lowest level input that is significant to the fair value measurement

is unobservable

The following tables provide the fair value measurement hierarchy of the Group’s financial assets:

Fair value measurement using

Quoted prices Significant
in active  unobservable

markets inputs
Financial assets at FVOCI Total (Level 1) (Level 3)
KD KD KD
As at 31 January 2020
Quoted equity securities 174,139 174,139 -
Unquoted equity securities 3,177,957 - 3,177,957
3,352,096 174,139 3,177,957
As at 31 October 2019 (Audited)
Quoted equity securities 143,729 143,729 -
Unquoted equity securities ' 3,122,677 N 3,122,677
3,266,406 143,729 3,122,677
As at 31 January 2019
Quoted equity securities 142,261 142,261 -
Unquoted equity securities 2,208,489 - 2,208,489
2,350,750 142,261 2,208,489

There were no transfers between levels in the fair value hierarchy during the period/year.
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10 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (continued)

Description of significant unobservable inputs to valuation

Significant
unobservable Sensitivity of the input to
Valuation techniques inputs Range fair value
Unquoted equity securities » Market approach DLOM * 20%-30% Increase (decrease) in the

discount would decrease

: A :
k. AdESd NAY (increase) the fair value.

* Discount for lack of marketability (DLOM) represents the amounts that the Group has determined that market
participants would take into account when pricing the investments.

Reconciliation of recurring fair value measurements categorised within Level 3 of the fair value hierarchy:

(Audited)
31 January 31 October 31 January

2020 2019 2019

KD KD KD
Unquoted equity securities
As at the beginning of the period/year 3,122,677 - -
Reclassification on adoption of IFRS 9 - 2,281,540 2,281,540
Transition adjustment on adoption of IFRS 9 - (73,051) (73,051)
Purchases - 1,007,451 -
Remeasurement recognised in OCI 55,280 (93,263) -
As at the ending of the period/year 3,177,957 3,122,677 2,208,489

11 SEGMENT INFORMATION

The Group is primarily engaged in real estate activities. Geographically, majority of the Group’s assets are located in
Kuwait. As a result, no segment information is provided.

12 ADVANCE PAYMENTS ON ACQUISITION OF INVESTMENT PROPERTIES

- On 17 January 2018, the Parent Company entered into a preliminary contract (the “Contract”) to acquire an investment
property in the State of Kuwait and paid an advance of KD 3,959,710. The Contract specifies the terms of sale and the
contractual obligations of each party.

On 8 May 2018, the Contract has been terminated and an amount of KD 3,565,710 (excluding the deposit of
KD 394,000) was refunded to the Parent Company. The management believes that the seller has not fulfilled his
obligations under the Contract and should therefore refund the full amount.

However, the seller did not accept this opinion and claims that the Parent Company is responsible for the termination of
the Contract. The Parent Company has filed a lawsuit against the seller claiming the refundable deposit and punitive
damages.

On 25 November 2018, the Court of First Instance has ruled in favour of the Parent Company obliging the seller to
compensate the Parent Company for approximately an amount of KD 788,000, however the seller appealed against the
ruling before the Court of Appeal.

On 23 April 2019 an unfavourable judgement was handed down against the Parent Company by the Court of Appeal
rejecting the claim filed by the Parent Company and cancelling the earlier verdict issued by the Court of First Instance.

Management believes, after taking appropriate legal advice, that the Parent Company is entitled to a refund of the full
amount and has therefore decided to appeal against the decision and expects the Court of Cassation to consider this
appeal. As at the date of authorisation of this interim condensed consolidated financial information, an uncertainty exists
relating to the ultimate outcome of this claim and accordingly no provision has been made in the interim condensed
consolidated financial information as at and for the period ended 31 January 2020.
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