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Report on review of interim condensed consolidated financial information wwgantthorton.com

To the board of directors of
Arkan Al-Kuwait Real Estate Company — K.S.C.P.
Kuwait

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 (“the Group”)
as of 31 January 2021 and the related interim condensed consolidated statements of profit or loss, profit or loss
and other comprehensive income, changes in equity and cash flows 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”.
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
International Accounting Standard 34, “Interim Financial Reporting”.

Other matter

The interim condensed consolidated financial information of the Group for the three-month period ended 31
January 2020 and the consolidated financial statements for the year ended 31 October 2020 have been reviewed
and audited, respectively, by other auditors who issued an unqualified review report on 10 March 2020 and an
unqualified audit report on 6 December 2020, respectively.

Report on review of other legal and regulatory requirements

Based on our review, the interim condensed consolidated financial information is in agreement with the books
of the Parent Company. We further report that, to the best of our knowledge and belief, no violations of the
Companies Law No. 1 of 2016 and its Executive Regulations, or of the Memorandum of Incorporation and
Articles of Association of the Parent Company, as amended, have occurred during the three-month period
ended 31 January 2021 that might have had a material effect on the business or financial position of the Parent
Company.

We further report, to the best of our knowledge and belief, no violations of provisions of the Law No. 7 of
2010 regarding Capital Markets Authority (“CMA”) and its relevant regulations have occurred during the three
months period ended 31 January 2021 that might have had a material effect on the business or financial position
of th =P ] - B

Kuwait
10 March 2021
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Interim condensed consolidated statement of profit or loss

Three months

Three months

ended 31 ended 31
January 2021 January 2020
(Unaudited) (Unaudited)
KD KD
Income
Real estate rental income 1,247,504 1,035,838
Real estate expenses (160,018) (111,736)
Net real estate rental income 1,087,486 924,102
Management and incentive fees 3,350 29,236
Dividend income 23,335 2,537
Other income 17,712 5,350
1,131,883 961,225
Expenses and other charges
Staff costs (208,409) (179,515)
Finance costs (286,756) (313,851)
General and administrative expenses (146,879) (140,539)
Provision for expected credit losses of tenant receivables (37,204) -
(679,248) (633,905)
Profit for the period before provisions for Kuwait Foundation for the
Advancement of Sciences (KFAS), National Labour Support Tax
(NLST) and Zakat 452,635 327,320
Provision for KFAS (4,524) (2,946)
Provision for NLST (12,551) (8,183)
Provision for Zakat (5,020) (3,273)
Profit for the period 430,540 312,918
Basic and diluted earnings per share (Fils) 1.71 1.25

The notes set out on pages 7 1o 18 form an integral part of this interim condensed consolidated financial information.
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Interim condensed consolidated statement of profit or loss

and other comprehensive income

Three months

Three months

LAY

ended 31 ended 31
January 2021 January 2020
(Unaudited) (Unaudited)
KD KD
Profit for the period 430,540 312,918
Other comprehensive (loss)/income:
items that will not be reclassified subsequently to statement of profit or loss
Financial assets at fair value through other comprehensive income:
- Net change in fair value arising during the period (3,939) 85,690
Total other comprehensive (loss)lincome (3,939) 85,690
Total comprehensive income for the period 426,601 398,608

The notes set out on pages 7 1o 18 forme an integral part of this interim condensed consolidated financial information.



Interim condensed consolidated statement of financial

position
31 January 31 October 31 January
2021 2020 2020
Notes  (Unaudited) (Audited) (Unaudited)
KD KD KD

Assets
Non-current assets
Property and equipment 515,012 578,172 753,472
Investment properties 8 75,561,369 75,187,698 75,219,901
Financial assets at fair value through other

comprehensive income 9 2,953,278 2,957,217 3,352,096
Total non-current assets 79,029,659 78,723,087 79,325,469
Current assets
Advance payment for acquisition of investment

properties 10 394,000 394,000 394,000
Accounts receivable and other assets 325,408 452,286 451,821
Cash and bank balances 2,043,319 2,145,523 774,265
Total current assets 2,762,727 2,991,809 1,620,086
Total Assets 81,792,386 81,714,896 80,945,555
Equity and Liabilities
Equity
Share capital 25,114,998 25,114,998 25,114,998
Share premium 77,200 77,200 77,200
Statutory reserve 4,096,997 4,096,997 3,990,012
General reserve 154,524 164,524 154,524
Fair value reserve (326,973) (323,034) (31,685)
Retained earnings 4,064,460 5,140,820 4,363,661
Total equity 33,181,206 34,261,505 33,668,710
Liabilities
Non-current liabilities
Provision for employees’ end of service benefits 127,764 115,583 97,460
Islamic finance payables 11 34,775,076 35,788,325 39,114,517
Accounts payable and other liabilities 747,167 899,895 968,378
Total non-current liabilities 35,650,007 36,803,803 40,180,355
Current liabilities
Islamic finance payables 11 10,153,842 9,269,229 5,668,007
Accounts payable and other liabilities 1,136,040 1,186,750 942,303
Dividends payable 14 1,671,291 193,609 486,180
Total current liabilities 12,961,173 10,649,588 7,096,490
Total Liabilities 48,611,180 47,453,391 47,276,845
Total Equity and Liabilities 81,792,386 81,714,896 80,945,555

==
A '//4:‘/
==
Fahad Abdulrahman Al Mukhaizem
Chairman
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Abdulrahman Hamad Al Terkait
Vice Chairman and Chief Executive Officer

The notes set out on pages 7 to 18 form an integral part of this interim condensed consolidated financial information.
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Interim condensed consolidated statement of cash flows

Three months

Three months

ended 31 ended 31
January 2021 January 2020
Notes (Unaudited) (Unaudited)
KD KD

OPERATING ACTIVITIES
Profit for the period before tax 452,635 327,320
Adjustments:
Depreciation 65,337 65,028
Provision for employees’ end of service benefits 13,610 9,580
Finance costs on Islamic finance payables 286,756 313,851
Finance costs on lease liabilities 11,002 13,408
Dividend income (23,335) (2,537)
Provision for expected credit losses 37,204 -

843,209 726,650
Changes in operating assets and liabilities:
Accounts receivable and other assets 113,009 (32,833)
Accounts payable and other liabilities (155,968) (42,605)
Employees’ end of service benefits paid (1,429) (6,053)
Taxes paid (47,074) (109,164)
Net cash from operating activities 751,747 535,995
INVESTING ACTIVITIES
Purchase of property and equipment (2,177) (97,198)
Purchase of investment properties 8 - (12,967,300)
Capital expenditure incurred on properties under development 8 (373,671) (149,096)
Dividend income received - 2,537
Net cash used in investing activities (375,848) (13,211,057)
FINANCING ACTIVITIES
Finance costs on Islamic finance payables paid (238,250) (313,851)
Net change in Islamic finance payables (177,142) 15,074,495
Dividends paid 14 (29,218) (1,632,694)
Lease liabilities paid (33,493) (190,668)
Net cash (used in)/from financing activities (478,103) 12,937,282
Net (decrease)/increase in cash and cash equivalents (102,204) 262,220
Cash and cash equivalents at the beginning of the period 2,145,523 512,045
Cash and cash equivalents at the end of the period 2,043,319 774,265
Material non-cash transactions:
Transition adjustment to property and equipment on adoption of IFRS 16 - (301,469)
Transition adjustment to investment properties on adoption of IFRS 16 - (1,116,455)
Transfer of prepayment to property and equipment - 22,829
Transition adjustment to lease liabilities on adoption of IFRS 16 - 1,395,095
Investment properties - (1,603,050)
Advance payment on acquisition of investment properties - 1,603,050

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

1 Incorporation and activities of the Parent Company

Arkan Al-Kuwait Real Estate Company — IK.S.C.P. (Parent Company) was incorporated in 5 August 2003 as a
Kuwaiti Shareholding Company in accordance with the provisions of the Commercial Companies Law in the
State of Kuwait.

The Group comprises the Parent Company and its subsidiary (together referred as “the Group”). The details
of the subsidiary is described in Note 6.

The main activities of the Parent Company ate as follows:
- Engage in the sale and purchase, development and management of properties and land inside the State of
Kuwait and abroad for its own account and on account of others.
- Catry out studies and real estate investments of all kinds.
- Establishment and management of real estate funds inside the State of Kuwait and abroad.

- Carry out vatious types of civil, mechanical and electrical contracting activities as well as execution and

maintenance of such activities.

- Utilize and manage real estate properties for the Parent Company's own account and on account of others
inside and the State of Kuwait and abroad.

- Utilize the Parent Company's available excess funds by investing in companies, real estate properties and
portfolios managed by specialized entities inside the State of Kuwait and abroad.

- Carry out cleaning activities of buildings and real estate complexes that serve the objectives of the Parent
Company.

- Carry out security and guarding activities for buildings as well as importing, selling and installation of
various safety and firefighting equipment.

- Trade in the financial instruments of companies with similar activities.
- Acquire agencies, which will enable the Parent Company to catry out its own activities.

- Own, manage, opetate, invest, rent and lease out hotels, clubs, health clubs, motels, entertainment houses,
rest houses, parks, fairs, restaurants, cafeterias, compounds, facilities, tourist and health resorts, sport and
entertainment projects and shops at all degrees and levels, including all the original and supporting services,
the related and other necessary services whether inside or outside the State of Kuwait.

- Organize real estate exhibitions relating to the Parent Company's real estate projects in accordance with
the protocols followed by the Ministry of Commerce and Industry.

- Hold real estate auctions in accordance with the protocols followed by the Ministry of Commerce and
Industry.

- Own commercial markets and residential compounds.

- Contribute directly towards the development of infrastructure projects for residential, commercial and
industrial areas under the BOT system.
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Notes to the interim condensed consolidated financial
information (continued)

1 Incorporation and activities of the Parent Company (continued)

The Parent Company has the right to perform the above mentioned activities inside and outside the State of
Kuwait directly or through an agent. The Parent Company may have an interest or participate in any aspect
with the entities performing similar works or which might assist it in the achievement of its objectives in Kuwait
or abroad. The Parent Company may also establish or share or purchase these entities or affiliate them
therewith.

The Group carries out its activities in accordance with the principles of Islamic Shari'a. In no case shall any of
the abovementioned objectives be construed as authorizing the Group to directly or indirectly engage in any
acts of usury, whether in the form of interest or any other form.

The Parent Company’s shares are listed on Boursa Kuwait.

The Parent Company’s head office is located in Sharg, Al Hamra Tower 66t Floor — and its registered postal
address is P.O. Box 20678, Safat 13067, State of Kuwait.

This interim condensed consolidated financial information for the three-month period ended 31 January 2021
was authorised for issue by the Parent Company’s board of directors on 10 March 2021.

2 Fundamental accounting concepts
The intertm condensed consolidated financial information has been prepared on a going concern basis, which
assumes that the Group will be able to meet the mandatory repayment terms of the Islamic finance payables.

As at 31 January 2021, the Group's current labilities exceeded its current assets by KD10,198446
(KD7,657,779 as of 31 October 2020 and KID5,476,404 as of 31 January 2020). The current liabilities include
Islamic finance payables of KID10,153,842 (KID9,269,229 as of 31 October 2020 and KID5,668,007 as of 31
January 2020), which are contractually due within 12 months from the end of the teporting petiod. The short-
term Islamic finance payables are expected to be renewed on the maturity date.

In addition to the above, the COVID-19 outbreak has developed rapidly and measures taken by various
governments to contain the virus could negatively impact the Group's financial petformance, cash flows and
financial position.
The interim condensed consolidated financial information has been prepared on a going concern basis, which
assumes that the Group will be able to meet the mandatory repayment terms of the Islamic finance payables
taking into consideration the following assumptions:

- The Group has recognised a net profit of KID430,540 for the three months period ended 31 January 2021,

- Additional repayment required will be met out from operating cash flows.

- Rental income is deposited in designated bank accounts towards the settlement of Islamic finance payables
instalments.

- The Group has access to a sufficient variety of sources of funding and has a reasonable expectation that
debt maturing within 12 months can be rolled over with existing lenders.
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Notes to the interim condensed consolidated financial
information (continued)

2 Fundamental accounting concepts (continued)

- The Group maintains sufficient cash to meet liquidity needs in the event of an unforeseen interruption
in cash flows.

- The Group has taken and will take a number of measures to monitor and prevent the effects of the
COVID-19 virus through compensating cost saving measures and reductions to discretionary capital
expenditure.

As described above, management has a reasonable expectation that the Group has taken measures and has
adequate resources to continue in operational existence for the foreseeable future. Accordingly, the interim
condensed consolidated financial information has been ptepared on a going concern basis.

3 Basis of preparation

The interim condensed consolidated financial information of the Group for the three-month period ended 31
January 2021 has been prepared in accordance with International Accounting Standard 34 “Interim Financial
Reporting”. The accounting polices used in the preparation of this intetim condensed consolidated financial
information are consistent with those used in the prepatration of the annual consolidated financial statements
for the year ended 31 October 2020, except for the changes described in note 4.

The interim condensed consolidated financial information has been presented in Kuwaiti Dinar which is the
functional and presentation currency of the Parent Company.

The interim condensed consolidated financial information does not include all information and disclosures
required for complete financial statements prepared in accordance with the International Financial Reporting
Standards. In the opinion of the Parent Company’s management, all adjustments consisting of normal recurring
accruals considered necessaty for a fair presentation have been included.

The preparation of interim condensed consolidated financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expense. Actual results may differ from these estimates.

In preparing this interim condensed consolidated financial information, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were
the same as those that applied to the annual audited consolidated financial statements as at and for the year
ended 31 October 2020.

Operating results for the three-month period ended 31 January 2021 are not necessarily indicative of the results
that may be expected for the financial year ending 31 October 2021. For further details, refer to the consolidated
financial statements and its related disclosures for the year ended 31 October 2020.
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Notes to the interim condensed consolidated financial
information (continued)

4 Changes in accounting policies

4.1 New and amended standards adopted by the Group
A number of new and revised standards are effective for annual periods beginning on or after 1 January 2020
which have been adopted by the Group. Information on these new standards is presented below:

Standard or Interpretation Effective for annual periods beginning
TAS 1 and TAS 8 — Amendments — Definition of Material 1 January 2020

IFRS 3 — Amendments — Definition of Business 1 January 2020

IFRS 16 — Amendments — Covid 19 Rent Related Concessions 1 June 2020

IAS 1 and IAS 8 — Amendments

The amendments to TAS 1 and IAS 8 clarify the definition of ‘material’ and align the definition used in the
Conceptual Framework and the standards. The threshold for materiality influencing users has been changed
from ‘could influence’ to ‘could reasonably be expected to influence’.

The application of the amendments did not have a significant impact on the Group’s interim condensed
consolidated financial information.

IFRS 3 — Amendments- Definition of Business

The Amendments to IFRS 3 Business Combinations are changes to Appendix A Defined terms, the application

guidance, and the illustrative examples of IFRS 3 only with respect to Definition of Business. The amendments:

e clarify that to be consideted a business, an acquired set of activities and assets must include, at a2 minimum,
an input and a substantive process that together significantly contribute to the ability to create outputs;

e narrow the definitions of a business and of outputs by focusing on goods and services provided to
customers and by removing the reference to an ability to reduce costs;

e add guidance and illustrative examples to help entities assess whether a substantive process has been
acquired;

e remove the assessment of whether market patticipants are capable of replacing any missing inputs or
processes and continuing to produce outputs; and

e add an optional concentration test that permits a simplified assessment of whether an acquired set of

activities and assets is not a business

The application of the amendments did not have a significant impact on the Group’s interim condensed

consolidated financial information.

IFRS 16 — Amendments- COVID19 Rent Related Concessions

IFRS 16 contains specific requirements when accounting for changes to lease payments and rent concessions
are in the scope of these requitements. Lessees are required to assess whether rent concessions are lease
modifications, and if they are, there is specific accounting to be applied. However, applying these requirements
to potentially a significant number of leases could be difficult, particularly from a practical perspective due to
pressures resulting from the pandemic.

The practical expedient allows lessees to elect to not carty out an assessment to decide whether a COVID-19-
related rent concession received is a lease modification. The lessee is permitted to account for the rent
concession as if the change is not a lease modification.
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Notes to the interim condensed consolidated financial
information (continued)

4 Changes in accounting policies (continued)

4.1 New and amended standards adopted by the Group (continued)

IFRS 16 — Amendments- COVID19 Rent Related Concessions (continued)

The practical expedient is only applicable to rent concessions provided as a direct result of the COVID-19
pandemic. The relief is only for lessees that are granted these rent concessions. There are no changes for lessors.

All of the following conditions need to be met:

e The rent concession provides relief to payments that overall results in the consideration for the lease
contract being substantially the same or less than the original consideration for the lease immediately
before the concession was provided.

e The rent concession is for relief for payments that were originally due on or before 30 June 2021. So
payments included are those required to be reduced on or before 30 June 2021, but subsequent rental
increases of amounts deferred can go beyond 30 June 2021.

e There are no other substantive changes to the other terms and conditions of the lease

Management does not anticipate that the adoption of the amendment in the future will have a significant impact
on the Group’s interim condensed consolidated financial information.

4.2 IASB Standatds issued but not yet effective

At the date of authorisation of these interim condensed consolidated financial information, certain new
standards, amendmeénts and interpretations to existing standards have been published by the IASB but are not
yet effective, and have not been adopted early by the Group.

Management anticipates that all of the relevant pronouncements will be adopted in the Group’s accounting
policies for the first period beginning after the effective date of the pronouncements. Information on new
standards, amendments and interpretations that are expected to be relevant to the Group’s interim condensed
consolidated financial information is provided below. Certain other new standards and interpretations have
been issued but are not expected to have a material impact on the Group’s interim condensed consolidated
financial information.

Standard or Interpretation Effective for annual periods beginning
IAS 16 — Amendments — Proceeds before intended use 1 January 2022
TAS 37 — Amendments — Onerous contracts -Cost of fulfilling a contract 1 January 2022
Annual Improvements 2018-2020 Cycle 1 January 2022
TAS 1 — Amendments — Classification of current or non-current 1 January 2023

IAS 16 Amendments - Proceeds before intended use

The amendment prohibits an entity from deducting from the cost of property, plant and equipment amounts
received from selling items produced while the entity is preparing the asset for its intended use. Instead, an
entity will recognise such sales proceeds and related cost in profit or loss.

Management does not anticipate that the adoption of the amendment in the future will have a significant impact
on the Group’s interim condensed consolidated financial information.
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Notes to the interim condensed consolidated financial
information (continued)

4 Changes in accounting policies (continued)

4.2 IASB Standatds issued but not yet effective (continued)

IAS 37 Amendments — Onerous contracts- Cost of fulfilling a contract
The amendments specify which costs an entity includes when assessing whether a contract will be loss-making.

The amendments clarify that for the purpose of assessing whether a contract is onerous, the cost of fulfilling
the contract includes both the incremental costs of fulfilling that contract and an allocation of other costs that
relate directly to fulfilling contracts.

The amendments are only to be applied to contracts for which an entity has not yet fulfilled all of its obligations
at the beginning of the annual period in which it first applies the amendments.

Management does not anticipate that the adoption of the amendment in the futute will have a significant impact
on the Group’s interim condensed consolidated financial information.

Annual Improvements 2018-2020 Cycle

Amendment to IAS 1 simplifies the application of IFRS 1 by a subsidiary that becomes a first-time adopter
after its parent in relation to the measurement of cumulative translation differences. Subsidiary that is a first-
time adoptet later than its parent might have been required to keep two parallel sets of accounting records for
cumulative translation differences based on different dates of transition to IFRSs. However, the amendment
extends the exemption to cumulative translation differences to reduce costs for first-time adopters.

Amendment to IFRS 9 relates to the 10 per cent’ Test for Derecognition of Financial Liabilities — In
determining whether to derecognise a financial liability that has been modified or exchanged, an entity assesses
whether the terms are substantially different. The amendment clarifies the fees that an entity includes when
assessing whether the terms of a new or modified financial liability are substantially different from the terms of
the original financial liability.

Lease Incentives — amendment to illustrative examples — The TASB was informed about the potential for
confusion in applying IFRS 16 Leases because of how Illustrative Example 13 accompanying IFRS 16 had
illustrated the requirements for lease incentives. Before the amendment, Illustrative Example 13 had included
as part of the fact pattern a reimbursement relating to leasehold improvements; the example had not explained
clearly enough the conclusion as to whether the reimbursement would meet the definition of a lease incentive
in TFRS 16. The IASB decided to remove the potential for confusion by deleting from Illustrative Example 13
the reimbursement relating to leasehold improvements.

IAS 1 Amendments - Classification of current or non-current

The amendments to IAS 1 clarify the classification of a liability as either current or non-current 1s based on the
entity’s rights at the end of the reporting period. Stating management expectations around whether they will
defer settlement or not does not impact the classification of the liability. It has added guidance about lending
conditions and how these can impact classification and has included requirements for liabilities that can be
settled using an entity’s own instruments.

Management does not anticipate that the adoption of the amendments in the future will have a significant
impact on the Group’s interim condensed consolidated financial information.
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Notes to the interim condensed consolidated financial
information (continued)

5 Judgement and estimates

The preparation of interim condensed consolidated financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing this interim condensed consolidated financial information, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were
the same as those that applied to the annual audited consolidated financial statements as at and for the year
ended 31 October 2020.

6 Subsidiary

Country of Principle
Name of subsidiary incorporation Ownership Percentage activity
31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
Air Conditioning
Arkan Al-Kuwait for Air Conditioning and and
Refrigeration Contracting Company S.P.C. Kuwait 100% 100% 100% Refrigeration

Contracting

7 Basic and diluted earnings
Basic and diluted earnings per share is calculated by dividing the profit for the period by weighted average
number of shares outstanding during the period excluding treasury shares.

Three months Three months
ended 31 ended 31
Jan. 2021 Jan. 2020
(Unaudited) (Unaudited)
Profit for the period (KD) 430,540 312,918
Weighted average number of shares outstanding during the period (excluding
treasury shares) (share) 251,149,980 251,149,980
Basic and diluted earnings per share (Fils) 1.71 1.25

As there are no dilutive instruments outstanding, basic and diluted earnings pet share are identical.

8 Investment properties

31 Jan. 31 Oct. 31 Jan.

2021 2020 2020
{Unaudited) {Audiied) (Unaudited)

KD KD KD

Balance at the beginning of the period/year 75,187,698 59,384,000 59,384,000
Arising on adoption of IFRS 16 - 1,116,455 1,116,455
Capital expenditure on owned property 373,671 600,939 149,096
Additions - 14,570,350 14,570,350
Change in fair value for the period/year - (484,046) -

Balance at the end of the period/year 75,561,369 75,187,698 75,219,901
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Notes to the interim condensed consolidated financial
information (continued)
8 Investment properties (continued)
The Group’s investment properties are categorised as follows:
31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
(Unaudited) (Audited) (Unaudited)
KD KD KD
Properties under development 5,136,625 4,770,000 5,004,096
Developed properties 70,424,744 70,417,698 70,215,805
75,561,369 75,187,698 75,219,901

Investment properties with carrying value of KID58,830,625 (IKID58,464,000 as of 31 October 2020 and
KID61,626,446 as of 31 January 2020) are pledged against certain Islamic finance payables (Note 11).

9 Financial assets at fair value through other comprehensive income

31 Jan. 31 Oct. 31 Jan.

2021 2020 2020
(Unaudited) (Audited) (Unaudited)

KD KD KD

Quoted equity securities - - 174,139
Unquoted equity securities 2,953,278 2,957,217 3,177,957
2,953,278 2,957,217 3,352,096

The hierarchy for determining and disclosing the fair values of financial assets at fair value through other
comprehensive income is presented in note 16.

10 Advance payment 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 KID3,959,710. The Contract specifies the
terms of sale and the contractual obligations of each party.

On 8 May 2018, the Contract was terminated and an amount of KID3,565,710 (excluding the deposit of
KID394,000) 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 view and claimed that the Parent Company is responsible for the termination of the Contract. The
Parent Company filed a lawsuit against the seller claiming the refundable deposit and punitive damages.

On 25 November 2018, the Court of First Instance ruled in favour of the Parent Company obliging the seller
to compensate the Parent Company for approximately an amount of KID788,000. Howevert, 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.
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Notes to the interim condensed consolidated financial

information (continued)

10 Advance payment on acquisition of investment properties (continued)

The Parent Company appealed against the decision which was considered by the Court of Cassation. On 18
November 2020, the Court of Cassation has set a hearing for judgment on 24 March 2021.

Management believes, after taking appropriate legal advice, that the Parent Company is entitled to a refund
of the full amount. As at the date of authorisation of these 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 petiod ended 31

January 2021.
11 Islamic finance payables
31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
(Unaudited) (Audited) (Unaudited)
KD KD KD
Gross amount 45,622,349 45,516,521 45,253,480
Less: deferred costs (693,431) (458,967) (470,956)
44,928,918 45,057,554 44,782,524

As of 31 January 2021, the outstanding Islamic finance payables obtained from local Islamic banks carry
effective profit rate ranging 2.7% to 3.125% per annum (31 October 2020: 2.75% to 3.125% and 31 January
2020: 4% to 4.375%) and payable in various instalments ending in October 2027.

Islamic financing payables are secured against pledge of investment properties (note 8).

The Islamic finance payables due for repayment as follows:

31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
(Unaudited) (Audited) (Unaudited)
KD KD KD
Within one year 10,153,842 9,269,229 5,668,007
Over one year 34,775,076 35,788,325 39,114,517
44,928,918 45,057,554 44,782 524

12 Related party transactions

40

Related parties represent associates, directors and key management personnel of the Group, major

shareholders, and companies in which directors and key management personnel of the

Group are principal

owners or over which they are able to exercise significant influence or joint control. Pricing policies and terms

of these transactions are approved by the Group’s management.
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Notes to the interim condensed consolidated financial
information (continued)

12 Related party transactions (continued)
There were no transactions with related parties during the period ended 31 January 2021.

Three months Three months
ended 31 ended 31
Jan. 2021 Jan. 2020
(Unaudited) (Unaudited)
KD KD
Interim condensed consolidated statement of profit or loss:
Key management compensation:
Salaries and short-term benefits 34,647 26,847
Employees’ end of service benefits 12,984 27,149
47,631 53,996

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

14 Annual general assembly

The Annual General Assembly of the shareholders of the Parent Company held on 30 December 2020
approved the consolidated financial statements for the year ended 31 October 2020 and increased the cash
dividend proposed by the board of directors’ from 4 fils to 6 fils (2019: 8 fils) per share amounting to
KID1,506,900 for the yeat then ended (2019: KDD2,009,200).

15 Contingent liabilities and commitments
Contingent liabilities and capital commitments at the interim condensed consolidated financial position date
are as follows:

31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
(Unaudited) (Audited) (Unaudited)
KD KD KD
Issued letters of guarantee 773,250 773,250 783,250
Capital commitments 264,380 560,010 761,448
1,037,630 1,333,260 1,544,698

Capital commitments represent development costs for properties under development.

16 Fair value measurement

16.1 Fair value hierarchy
Fair value reptresents the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Financial assets and financial lHabilities measured at fair value in the interim condensed consolidated statement
of financial position are grouped into three Levels of a fair value hierarchy. The three Levels are defined based
on the observability of significant inputs to the measurement, as follows:
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16 Fair value measurement (continued)

16.1 Fair value hierarchy (continued)

~i

e Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for

identical assets or liabilities;

o Level 2 fair value measurements are those derived from inputs other than quoted prices that are observable

for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

o Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset

or liability that are not based on observable market data (unobservable inputs).

The carrying amounts of the Group’s financial assets and liabilities as stated in the interim condensed

consolidated statement of financial position are as follows:

31 Jan. 31 Oct. 31 Jan.
2021 2020 2020
(Unaudited) (Audited) (Unaudited)
KD KD KD
Financial assets:
At amortised cost:
Accounts receivable and other assets 325,408 452,286 451,821
Cash and bank balances 2,043,319 2,145,523 774,265
At fair value:
Financial assets at FVTOCI 2,953,278 2,957,217 3,352,096
5,322,005 5,655,026 4,578,182
Financial liabilities:
At amortised cost
Islamic finance payables 44,928,918 45,057,554 44,782,524
Provision for employees’ end of service benefits 127,764 115,583 97,460
Accounts payable and other liabilities 1,883,207 2,086,645 1,910,681
46,939,889 47,259,782 46,790,665

Management considers that the carrying amounts of financial assets and all financial liabilities, which are stated

at amorttized cost, approximate their fair values.

The level within which the financial asset or liability is classified is determined based on the lowest level of

significant input to the fair value measurement.

The financial assets and liabilities measured at fair value on a recurting basis in the interim condensed

consolidated statement of financial position are grouped into the fair value hierarchy as follows:

Level 1 Level 3 Total
KD KD KD
31 January 2021 (Unaudited)
Financial assets at fair value through other comprehensive
income
Unquoted securities 2,953,278 2,953,278
2,953,278 2,953,278
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16 Fair value measurement (continued)

16.1 Fair value hierarchy (continued)

Level 1 Level 3 Total
KD KD KD
31 October 2020 (Audited)
Financial assets at fair value through other comprehensive
income
Unguoted securities - 2,957 217 2,957,217

- 2,957,217 2,957,217

31 January 2020 (Unaudited)
Financial assets at fair value through other comprehensive

income
Quoted securities 174,139 - 174,139
Unquoted securities - 3,177,957 3,177,957

174,139 3,177,957 3,352,096

There have been no transfers between levels during the reporting period.

Level 3 fair value measurements

The Group measurement of financial assets and liabilities classified in level 3 uses valuation techniques inputs
that are not based on observable market data. The financial instruments within this level can be reconciled from
beginning to ending balances as follows:

31 Jan. 31 Oct. 31 Jan.

2021 2020 2020
(Unaudited) (Audited) (Unaudited)

KD KD KD

Balance at the beginning of the period/year 2,957,217 3,122,677 3,122,677
Additions - 181,561 -
Disposals / transfer - (181,561) -
Capital redemption - (26,301) -
Change in fair value (3,939) (139,159) 55,280
Balance at the end of the period/year 2,953,278 2,957,217 3,177,957

The methods and valuation techniques used for the purpose of measuring fair value are unchanged compared to
the previous reporting period.

17 Effects of COVID-19

The outbreak of Coronavirus (“COVID-19”) pandemic and related global responses have caused material
disruptions to businesses around the world, leading to an economic slowdown. Global and local equity markets
have experienced significant volatility and weakness. While governments and central banks have reacted with
various financial packages and reliefs designed to stabilise economic conditions, the duration and extent of the
impact of the COVID-19 outbreak, as well as the effectiveness of government and central bank responses,
remains unclear at this time. However, Management of the Group is actively monitoring the effects COVID-
19 may have on its business operations.



