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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ABYAAR
REAL ESTATE DEVELOPMENT COMPANY K.S.C.P.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Abyaar Real Estate
Development Company K.5.C.P. (the “Parent Company™) and its Subsidiary (together the
“Group™), which comprise the consolidated statcment of financial position as at 31 December
2015, and the rclated consolidated statement of income, consolidated statement of
comprehensive income, consolidated statement of cash flows and consolidated statement of
changes in equity for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Management s Responsibility for the Consolidated Financial Statements

Management of the Parent Company is responsible for the preparation and fair presentation of
these consolidated financial statements in accordance with International Financial Reporting
Standards, 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.

Auditors ' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with International Standards on Auditing.
Those standards require that we comply with cthical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgement, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
asscssments, the auditors consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are
appropriate for the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the rcasonableness of accounting estimates
made by the Parent Company’s management, as well as evaluating the overall presentation of
the consolidated financial statements.

We belicve that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ABYAAR
REAL ESTATE DEVELOPMENT COMPANY K.S.C. P, (continued)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group as of 31 December 2015 and its financial performance and cash
flows for the vear then ended in accordance with Interational Financial Reporting Standards.

Report on Other Legal and Regulatory Matters

Furthermore, in our opinion proper books of account have been kept by the Parent Company
and the consohdated 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 and that the consolidated financial statements
incorporate all information that is required by the Companies Law No. 1 of 2016, the executive
regulations of Law No. 25 of 2012, and by the Parent Company's Memorandum of
Incorporation and Articles of Association 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, and the
executive regulations of Law No. 25 of 2012 or of the Parent Company’s Memorandum of
Incorporation and Articles of Association have occurred during the year ended 31 December
2015, that might have had a material effect on the business of the Parent Company or on its
financial position.

WALEED A. AL OSAIMI MOHAMMED HAMED AL SULTAN

LICENCE NO. 68 A LICENSE NO. 100 A

Ex AL SULTAN AND PARTNERS

AL AIBAN, AL OSAIMI & PARTNERS MEMBER OF BAKER TILLY
INTERNATIONAL

15 March 2016

Kuwait



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2015

Notes

INCOME

Rental income

Unrealized gain on revaluation of investment properties 3
Gain (loss) from sale of investment property 5
Toreign exchange gain

ljarah income

Dividend income

Other income

Gain on sale of a joint venture

(rain (loss) on sale of properties under development -
Net gain on sale of available for sale investment

Impairment loss on available for sale investments 7
Share of results of associates 6
CGiain om settlement of a liability

Reversal of liabilities no longer payable

Reversal of provision against receivables

EXFPENSES

StalT costs

Ceneral and administration expenses
lslamic finance costs

{LOSS) PROFIT FOR THE YEAR BEFORE PROVISIONS FOR
FAKAT AND NATIONAL LABOR SUPPORT TAX (MLST)

Fakat

NLST

(LOSS) PROFIT FOR THE YEAR

BASIC AND DILUTED (L.0OSS5) EARNINGS PER SHARE 3

The attached notes 1 to 21 form part of these consolidated financial statements.

2015 2014
KD KD
. 206,317
i 2,767,039
5,296 (3,820,441)
1,790,872 1,879 466
471,089 607,251
90,390 -
6,526 191,081
g 43,869
1,914,129 (1,272.662)
114,266 8,171
(1,095,208) (143,145)
68,260 666,723
= 826,900
2 1.067,150
= 1,065,000
3,365,620 4,092,719
(740,496) (777.644)
(637,446) (749,570)
(2,009,378) (1,783,273)
(3,387.320) (3.310,487)
(21,700) 782,232
. (7.755)
- (19.389)
(21,700) 755,088
(0.02) fils 0.69 fils
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Abvaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the vear ended 31 December 2015

2015 0i4
KD KD
{Loss) profit for the vear (21,700) 755,088
Other comprehensive income
Oiher comprehensive income to be reclassified to consolidated statement of
income in subseguent periods
Foreign currency translation differences 1.875,206 3,448,068
Other comprehensive income for the year 1,875,206 3448668
Total comprehensive income for the year 1,853,506 4,203,756

The attached notes 1 o 21 form part of these consolidated financial statements.
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Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2015

2015 2074
Notes KD KD
ASBSETS
Non-current assets
Property and equipment 558,293 04451
Properties under development 4 31,553,402 ITALTI2
Investment properties 5 103,236,569 82,001,272
Investment in associates G 5,856,681 5,788,421
Availahle for sale investments ) 2,583,494 3,554,708
ljarah receivahles 8 27,900,875 27,576,184
171,698,314 156,716,808
Current assets
ljarah receivahles b 1,161,998 -
Accounts receivable and prepayments ] 14,253.713 25,846,550
Murahaha investment 431,000 2,317,262
Bank balances and cash 10 2,540,305 5,465,502
18,387,016 33,620,323
TOTAL ASSETS 190,085,330 190,346,221
EQUITY AND LIABILITIES
Equity
Share capital 11 110,727,500 110,727,500
Statulory reserve 12 1,473,038 1,473,038
General reserve 12 2188 2,288
Treasury shares 13 (1,473,03%) (1.473,038)
Foreign currency translation reserve 6,673,267 4,798,061
Accumulated losses (21,401,966) (21,380,266)
Total equity 96,001,089 04,147,583
Non-current liabilitics
Islamic financing payahles 14 30,997,640 IT119.332
Accounts pavable and accruals 15 22,702,289 26,434,519
Employees” end of service henefits 379,952 104 4930
54,079,881 63,548,810
Current liabilities
Islamic financing payahles 14 11,834,850 8,476,011
Accounts payahle and accruals 13 28,169,510 23,873,817
40,004,360 32,349,828
Total liabilitics 04,084,241 06, 198 638
TOTAL EQUITY ANID LIABILITIES 190,085,330 194,346,221

arzooq R. Al-Rashdan
# Chairman

The attached notes 1 to 21 form part of these consolidated financial statements.
q




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2015

2015 2014
Notes KD KD
OPERATING ACTIVITIES
{Loss) profit for the year before provisions for zakat and NLST (21,700) 782,232
Adjustments for:
Unrealized gain on revaluation of investment properties 3 - (2,767.039)
(Gain (loss) from sale of investment property 5 (5.296) 3,820,441
Foreign exchange gain (1,790.872) (1,879.466)
Tjarah income (471,089) (607,251}
{Gain) loss on sale of properties under development 4 (1,914,129) 1,272,662
Share of results of associates & (68,260) (666,723)
Gain on sctilement of labilities - {826,900)
Prowvision for employees’ end of service benefits 08,634 47,902
Depreciation 75,302 60,771
Impairment loss on available for sale investments 1,095,208 143,145
Izlamic finance costs 2,009,378 1,783,273
(992,824) 1,163,047
Changes in working capital:
Accounts receivable and prepayments 11,592 846 (313,399)
Accounts payable and accruals {1.564.863) 5. 465340
Cash Nlows from operations 8,735,159 0314 98K
Emplovees’ end of service benefits paid {13,641) (33,3000
Net cash flows from operating activities 8,721,518 9,281,598

INVESTING ACTIVITIES
Additions w property and equipment (69.144) (4,903)

Additions to propertiss under development 4 (5,968,157) (2,746,606)
Proceeds from sale of properties under development 4 14,922,369 3.235.262
Additions 1o investment properties 5 (18,564,502) (1,004,278)
Proceeds from sale of investment properties 5 423,459 -
Net movement in payable on purchase of investnent properties 2,258,375 g
Additions w investment in joint ventures - {235,980)
Proceeds from sale of joint venture - 3,152,332
Proceeds from liquidation of an associate f - 2,676,402
Movement in murabaha investment (1,886,262) (1,322,178)
Net movement in restricted bank balances 2,506,019 (3.046,964)
Net cash flows (used in) from investing activities {6.377,843) 743,085
FINANCING ACTIVITY

Islamic financing payvables — net (2,762,853) (9,887,046)
et cash flows used in financing activity (2,762,853) (9,887.0448)
(DECREASE) INCREASE IN BANK BALANCES AND CASH (419.178) 137.637
Bank balances and cash as at 1 January 425,748 288,161
BANK BALANCES AND CASH AS AT 31 DECEMBER 10 6.620 425,798

The attached notes 1 to 21 form part of these consolidated financial statements.
6
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Abvyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015

1 ACTIVITIES

The consolidated financial statements of Abyaar Real Estate Development Company K.S5.C.P. (the “Parent Company™)
and its subsidiary (the “Group™) for the year ended 31 December 20135 were authorised for issuance by the Parent
Company®s board of directors on 15 March 2016, The General Assembly of the Parent Company’s shareholders has
the power to amend these consolidated financial statements after issuance,

The registered office of the Parent Company is located at Al Sour Tower, Al Sour Street, Al Qebla Arca, P.O. Box
4238, Safat 13043, Kwwait,

The main sctivitics of the Company are as follows:

1. Orwing, selling and buying real estate and lands as well as developing them for the Company”™s account inside
Kirwait and abeoad, also managing properties for others without breaching the provisions stipulated in the
exisling laws thal prohibil irading in private residential plots as stipulated in these laws,

Owing, selling and buying shares and bonds ol real estale companies only lor the account of the Compuany

inside Kuwail and abroad.

Preparing studies and offering consultations of all kinds of real estate fields if only the reguired conditions are

met by the parties that perform such services.

(rwing and managing hotels, health clubs, touristic facilities as well as renting and leasing the same,

Performing maintenance works related o buildings and real estate owned by the Company and others

including maintenance work, execution ol ¢ivil, mechanical, electrical, elevators and air condilioning work Lo

ensure the protection snd salely of buildings.

6. Muanuging, operaling, investing in. renting and leasing hotels, clubs. motels, guest houses, parks. pardens,
showrooms, restaurants, cafeterias, housing complexes, touristic and health resorts, recreational and athletic
projects and stores of all degrees and levels, inclusive of all main and auxiliary services and the accompaning
facilities and other necessary services.

7. Organizing real estate exhibitions related to the Company’s real estate projects in aceordance with Minisiry's

applicable regulations,

Huolding real estule auctions as per the Ministry®s applicable regulations.

Owing and managing commercial malls and residential complexes.

0. Utilizing financial surpluses available to the Company hy investing them in financial portfolios managed by

specialized companies and entities.

11, Drect contribution to develop the infrastructure for areas as well as residential, commercial and industrial
projects using the BOYL system (build, operate and transfer) and managing real estate facilities.

[ o]

[¥¥]

L e

e

All activities are conducted in accordance with Islamic Sharee’a as approved by Sharia Board,

The new Companies Law No. 1 of 2016 was issued on 24 January 2016 and was published in the Official Gazetie
on 1 February 2006 cancelled the Companies Law No 25 of 20012, and its amendments, According to article No. 5,
the new Law will be effective retrospectively from 26 of November 20112, the executive regulation of Law No, 25 of
212 will continue until a new set of executive regulation is issued.

2 SIGNIFICANT ACCOUNTING POLICIES
2.1  BASIS OF FREFARATION

I'he consolidated financial statements are prepared under the historical cost convention modified w include the
measurement at fair value of investment properties.

The consolidated fnancial statements have been presented in Kuowaiti Dinars (KDY However, the functional
currency ol the Parent Company is United Arab Emirate Dirtham (UAE Dirham).

Statement of compliance

The consolidated linancial stalements have been prepared in sccordance with the International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (LIASB).




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015

1.2 BASIS OF CONSOLIDATION

The consolidated financial stalements comprise the linancial statements of the Parent Company and its subsidiary as at
31 Decernber 2015,

Subsidiary is fully consolidated from the date of acquisition, being the date on which the Group obtains control, and
continues 10 be consolidated until the date when such control ceases. The financial statements of the subsidiary is
prepared for the same reporting period as the Parent Company, using consistent accounting policies. The linancial
statements of subsidiary is consolidated on a line-byv-line basis by adding together like items of assets, labilities,
income and expenses. All intra-Group balunces, transactions, unrealised gains and losses resulting from intra-Grroup
transuctions and dividends are climinated in full.

Contral is achieved when the Group is exposed, or has rights, to varigble returns from its involvement with the
inveslee und has the ability (o alfect those returms through its power over the investee, Specifically. the Group
controls an investee 15 and only if the Group has:

*  Power over the investee (i.e. exisling rights that give it the current ability to direct the relevant activities of the
mvestee)

= Exposure, or Aghts, to variable returns from its involvement with the invesiee, and

+  The ahility to use its power over the investee W allect its retums

When the Group has less than a majority of the voling or similar rights of an investee, the Group considers all
refevant facts and circumstances in assessing whether it has power over an investee, including:

*  The contractual arrangement with the other vole holders of the investee
*  Rights arising [rom other contractua] armangements

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to onc or more of the three elements of control, Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of during the year are included in the consolidated
slawement ol income und consolidated statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Losses within a subsidiary are allribuled to the non-controlling mnterest even if that results in a deficit halance.
A change in the ownership inleresl of a subsidiary, without a loss of control, is accounted for as an eguity
trumsaclion.

If the Group loses control over a subsidiary, it derecognises the related assets (including poodwill), liabilities, non-
conlrolling inlerest and other components of equity while any resultant gain or loss is recognised in profit or loss.

Any investment retained is recognised at fair value.

Detail of the subsidiary company 1s sel oul below:

Country of Eguity interest as at 37
Compiny rame incorparation December Principal activities
2073 2004
Al Ain Al Ahlia for General Trading
Company W.L.L. Kuwait 99%;, 99% Real estate activities

The Parent Company’s eflective interest in the subsidiary is 100%. Accordingly, the consolidated financial statement
hive been prepared on this basis. The remaining shares are held indirectly in the name of nominees on behall of the
I*arent Company. The nominees have confirmed in wriling that the Parent Company is the beneficial owner of the
shares in the subsidiary.




Abvaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO TIHE CONSOLIDATED FINANCIAL STATEMENTS
At 3] December 2015

23 CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of these consolidaled financial stalements arc consistent with those
used in the previous financial vear, except for the adoption of the [vllowing new and amended standards effective as of
1 January 20135:

IFRS & Operating Segments {Amendment)
The amendments are applied retrospectively for annual periods beginning on or after 1 January 20135 and clarify that:

+  An entity must disclose the judgements made by management in applying the aggrepation criteria in paragraph 12
of IFRS B, including a briel description ol operating segments that have heen aggregated and the economic
characteristics (e.g., sales and gross margins) used o assess whether the segments are *similar’

+  The reconciliation ol segment assels o lotal assets is only required to be disclosed if the reconciliation is reported 1o
the chief operating decision maker. similar 1o the required disclosure for segment liabilities.

The Group has not applied the aggregation criteria and. thus, this amendment did not impact the Group's accounting
policy,

145 24 Related Parly Disclosures (Amendment)

The amendment is applied retrospectively and clarifies that a management entily (an entity thal provides key
munagement personnel services) is a related party subject to the related party disclosures. In addition, an entily that
uses o management enlity is reguired to disclose the expenses incurred for management services, This amendment is
not relevant for the Growp as it does not receive any material management services from other entities,

IFRS 13 Fair Value Measurement

The amendment is applied prospectively and clarifies that the portfolio exception in IFRS 13 can be applied not only w
financial asscts and financial liabilities. hut also to other contracts within the scope ol TAS 39, The Group docs not
apply the portlolio exception in TFRS 13,

TAS 40 Investment Property (Amendment)

The deseription of ancillary services in IAS ) differentiates between invesimenl properly and owner-oceupied
property (i.c.. property. plant and equipment). The amendment is applied prospectively and elarifies that IFRS 3. and
not the description of ancillary services in IAS 440, is used 1o determine il the transaetion i3 the purchuse of an asset or a
business combination.

Ciher amendments 1w IFRSs which are efleetive for annual accounting period starting from 1 January 20013 did not have
any material impact on the accounting policies. financial position or performance of the Group,

24 STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but net yet elleetive up o the date of issuance of the Group's consolidated financial statements are
listed below, This listing of standards and interpretations issued are those that the Group reasonably expects 10 have an
impact on disclosures, linancial position or performance when applied at a fiuture date. The Group imtends to adopt
these standards when they become ellective.

IFRS 9 Financial Instruments: Classification and Measurement

The TASE issued IFRS 9 - Financial Instruments in its final form in July 2004 and is effective Tor annual periods
beginning on or alter 1 January 2018 with & permission to early adopt. IFRS 9 sets out the requirements for recognizing
and measuring financial assels, linancial liabilities and some contracts to buy or sell non- financial assets. This standard
replaces 1AS 39 Finuncial Instruments: Recognition and Measurement. ‘The adoption of this standard will have an
elivel on the classilication and measurement of Group's financial assets hut is not expected 1o have a significant impact
on the classilication and measurement of financial liabilities. The Group is in the process of quantilving the impacl of
this standard on the Group's consolidaled [nancial statements, when adopted.

TFRS 135 — Revenue from Contracts with customers (“IFRS 157)

IFRS 15 was issued by 1ASBE on 28 May 2014 is effective for annual periods beginning on or after 1 January 2015,
[IFRS 13 supersedes 1A% 11 — Consiruction Conlracts and IAS 18 — Revenue along with related 1FRIC 13, IFRIC 15,
IFRIC 18 and SI1C 37 from the effective date. This new standard would remove inconsistencies and weaknesses in
previous revenue requirements, provide a more robust {ramework [or addressing revenue issues and improve
comparability of revenue recognition practices across entities, industries, jurisdictions and capital markets. The Group
15 in the process of evaluating the effect of TFRS.

mn



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Al 31 Decemnber 2015

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations and goodwill

I3usiness combinations are accounied for using the acquisition method. The cost of an acquisition is measured as the
ageregate ol the consideration transforred. measured at acquisition date fair value and the amount of any non-
controlling interest in the acquiree. For each business combination. the acquirer measures the non-controlling
interest in the acquiree either at fair value or at the proporlionate share of the acquiree’s identifiable net assets.
Acquisition costs incurred are expensed and included in administrative expenses.

When the Group acquires a business, it assesses the financial assels and labilities assumed for appropriate
classification and designation in accordance with the contractual terms, cconomic circumstances and pertinent
conditions as al the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acguiree,

I the business combination is achieved in stapes. the acquisition date fair value of the acquirer’s previously held
equity intcrest in the acguiree is remeasured to fair value a1 the acguisition date through the consolidated income
statement.

Any conlingent consideration o be transferred by the acgquirer will be recognised at fair value at the acquisition
date, Subsequent changes o the fair value of the contingent consideration which is deemed to be an asset or liability
will be recognised in accordance with AR 39 either in profit or loss or as & change w other comprehensive income.
If the contingent consideration is classilied as equity, it should not be remeasured until it is finally settled within
equity.

CGiondwill is initially measured at cost being the excess ol the aggregate ol the consideration fransferred and the amount
recognised lor non-controlling interest over the net identifisble assets acquired and liahilities assumed. If this
consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognised in the
consolidated statement of income.

After initial recognition, goodwill is measured al cost less any accumulated impairment losses. For the purpose of
impairment esting, goodwill aequired in a business combination is, from the acquisition date, allecated to each of the
Group®s cash-generating units that are expected to benefit from the combination, irrespective ol whether other sssels or
liahilities of the acquiree are assigned to those units.

Where goudwill [orms part of a cash-generating unit and part of the operation within that unit is disposed of. the
goodwill associated with the operation disposed of is included in the carrying amount ol the vperation when
determining the gain or loss on disposal ol the vperstion. Goodwill disposed of in this circumstance is measured hased
on the relative values of the operation disposed of and the portion of the cash-generating unit retained,

Revenue recognition

Revenue is recognised 1o the extent that it is probable that the ceonomic benefits will flow to the Group and the
revenue can be refiably measured. The following specific recognition criteria must also be met belore revenue is
recognised.

Sale gf imvestment properties
Sale of investment propertics is recognised when the risk and rewards of ownership have passed 1o the buyer usually
evidenced by transfer of title of the properties,

Bividend ivcome
Dividend invome 15 recopnized when the night 1o receive the payment is established.

Remtal income
Rental income arising from operating leases on investment properties is accounted lor on 4 straighl-line basis over
the lease terms, and included in revenue due o s operating nature.

ficorak income

ljurah income is recognized on a time proportion hasis so as to yield a constant periodic rate of return based on the
balance outstanding.

Islamic finance costs

Finance costs that arc directly attributable to the acquisition and construction ol an assel that necessarily takes g
substantial period of time to pet ready for its intended use or sale are capitalized as parl of the cost of that assct.
Capitalization of borrowing costs ceases when substantially all the activities necessary Lo prepare the asset for its
intended use or sale are complete. Other [inance costs are recognized as an expense in the period in which they are
incurred,

11



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases

Leases where the Group is lessee

Finanee leases, which transfer o the Group substantially all the risks and benefits incidental to ownership of the
leased ilem, are capilalized at the inception of the lease at the fair value of the leased asset or, if lower, at the presem
vitlue of the minimum lease payments. Lease payments are apportioned hetween the finance charges and reduction
of the lense ligbility so as 1o achieve a constant rate of finance charge on the remaining balance of the liability,
Finanee charges are charged to the consolidated statement of income.

Capitalized leased assels are depreciated over the shorer of the cstimated useful life of the asset or the lease term,
Operating lease pavmenls are recognised as expense on straight line basis over the lease term.

Certain property interests held for investment purpeses by the Group under operating lease are classified as investment
properties and accounted for as il they were in the nature of finanee leascs.

Leases where the Group is lessor
Leases where the Group transfers substantially all the risks and benelits of ownership of the asset are financial
leases and structured in the [orm ol ljarsh receivables.

Leases where the Group does nol transfer substantially all the risks and benefits of ownership of the asset are
classilied as operaling leases. lnitial direel costs incurred in negotialing an operating lease are added to the carrying
amount of the leased asset and recognized over the lease term on the same bases as rental income. Contingent rents
are revognized as revenue in the period in which they are camed.

Kuwait Foundation for the Advancement of Sciences (KFAS)

The Group caleulates the contribulion 1o KFAS at 1% in accordance with the modified caleulation based on the
Foundation™s Board of Direclors resolution. which states thal the income from associates. Board of irectors”
remuneraion, tmnsfer o statutory reserve should be execluded from profit for the year when determining the
contribution,

MNational Labour Support Tax (NLST)

The Group caleulates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance Kesolutions No.
24 of 2006 a1 2.5% of prolil before deductions for the vear. As per law, income from associates, cash dividends from
listed companies which are subjected to NLST have been dedueted from the profit for the year.

Lakat
The Group calculates Zakat in accordance with the requirements ol Law No. 46 of 2006 at 1% of profit before
deductions for the vear.

Property and equipment
Praperty and equipment is stated al cosl, less aceumulaied depreciation and any impairment in value.

Depreciation is caleulated on a straight line basis over the estimated useful lives as follows:

+  Jhuildings 30 yeurs
®  lurniture and fixtures 3 years
«  Computers 1-4 yeurs
s ‘Vehicles 3- 5 years

The carrying values of property and equipment are reviewed for impairment when evenis or changes in
circumstances indicate the carrving value may not be recoverable. 1 any such indicalion exists and where the
carrying values exceed the estimated recoverahle amount, the assets are wrillen down o their recoverable amount,
being the higher of their fair value less costs to sell and their value in vse,

Expenditure incurred to replace a component of an item of property and equipment that is accounted for separately is
capitalised and the carrying amount of the component that is replaced is written off. Other subsequent expenditure is
capitalised only when il increases [uture economic benefits of the related item of property and equipment. All other
expenditure is recognised in the consolidated statement of income as the expensc is incurred.
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. SIGNIFICANT ACCOUNTING POLICIES {continued)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment (continued)

An item of property and equipment and any significant part initially recognised is derecognised upon disposal or when
o future economic benefits are expected from its use or disposal, Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carryving amount of the asset) is included in the
consolidated income statement when the asset is derecognised.

The assets' residual values, useful lives and methods of depreciation are reviewed at each financial year end and
adjusted prospeetively, if appropriate.

Fropertics under development

Properties under development are developed for fumre sale in the ordinary course of business, rather than to be held for
rental or capital apprecialion and are camied al fair value. Upon completion these are transferred to investment
properties. Cost includes freehold rights for land, amounts paid to contractors for construction, borrowing costs,
planning and design costs, cost of sile preparation, prolessional lees lor legdl serviees, property transler taxes,
construction overheads and other related costs. Net realizable value is hased on estimated selling price in the ordinary
course of the business, based on marker prices at the statement of linancial position date, less costs o completion and
e estimated cost o sale.

Investment properties

[nvestmenl properties are measured initially at cost, imeluding ransaction costs, Subsequent o inital recognilion,
mvestment propertics are stated at fair value, which reflects market conditions at the reporting date. Gains or Iosses
arising from changes in the fair values of investment properties are included in the consolidated statement of ineome in
the period in which they arse. Fair values are cvaluated by an accredited external. independent valuer, applying a
valuation model recommended by the International Valuation Standards Commitee,

Investment propertics are derceognised when cither they have been disposed of or when the investment property is
permanently withdrawn from use and no futere economic benefit is expected from its disposal. The difference between
the net disposal proceceds and the carrying amount of the asset is recognised in the consolidated statement of income in
the perind of derccognition.

Transfiers arc made to or from investment property only when there is a change in use. For a transfer from investment
property to owner-nccupied property, the deemed cost for subsequent accounting is the fair value a2 the date of change
in wse. I owner-occupied properly becomes an investment properly, the Group accounts for such properly in
accordance with the policy stated under property and equipment up to the date of change in use.

Investment in associates

The Group's investment in associates is accounted for under the equity method of accounting. These are entities over
which the Group exercises significant inflluence and which are neither subsidiaries nor joinl ventures, Invesiment in
associates is carried in the statement of financial position at cost, plus post-acquisition changes in the Group®s share of
nel asseds of the associate, less any impairment in value, Distribulions received [rom an associate reduce the carrying
amounl ol the investmenl. The consolidated stalement of income reflects the Group®s share of the results of it
associates.

Unrealized profits and losses resulting from transactions between the Group and its associate are climinated to the
extent of the Ciroup’s interest in the associate,

Impairment of non-financial assets

The Group assesses al each reporting date whether there is an indication that an asset or Group of assels may be
impaired. Il any such indication exists, or when annual impairment testing for an asset is required, the Group makes
an estimate of the asset’s recoverahle amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generaling unit’s realizable value less costs o sell and ils value in wse and is delermined lor an individual assel,
unless the assel does not generate cash inflows that are largely independent of those from other assets or Groups of
assets and then its recoverahle amount is assessed as part of the cash-generating unit to which it belongs. Where the
carrying amount of an asset (or cash-generating unit) exceeds its recoverable amoun, the assel {or cash-generating
unit) is considercd impaired and is written down to its recoverable amount. In assessing value in use, the estimated
future cash flonwws are discounted to their present value using a discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset (or cash - generating unith. In determining fair value
Tess eosts e sell an appropriate valuation model is used, These caleulations are cormoborated by available fair value
indicators.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
25  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-finaocial assets (continued)

An assessment 15 made al each reporting date as W whether there is any indication that previously reeognized
impairment losses may no longer exist or may have decreased. 1f such indication exists, the recoverable amount is
the assei’s recoverable amount since the last impairment loss was recognized. 1 that is the case, the carryving
amount of the asset is inercased 1o s recoverable amount.  That increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation, had no impairment loss been recognized lor the assel
in prier years, Such reversal is recognized in the consolidated statement of income.  After such a reversal, the
depreciation charge is adjusted in future years to allocate the asset’s revised carrving amoun, less any residual
value, on a systematic basis over ils remaining wselul lile.

Financial assets and liabilities

The Group recognizes fingncial asscts and [nancial labilities on the date it becomes a party to the contractual
provisions ol the instruments, All regular way purchase of financial asscts is recognized using the trade date
accounting, Financial assets and liabilities are measured initially al fair value (transaction price in an arm’s length
terms)} plus directly attributable transaction costs.

Accounis receivable

Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts, An estimate
for doubtful debts is made when collection of the full amount is no longer probable, Bad debts are written off as
maurred.

Bank balances and cash
For the purpose ol the consolidated cash Nows stalement. bank balances and cash consist of cash on hand. bank
balances and restricted bank balances.

Availahle for sale investments

IFinancial assets available for sale are those non-derivative financial assets that are designated as available Lor sale or
are not classificd as financial assets carried at fair value through profit or loss, held o mamrity investments or loans
and receivahles.

After initial recognition financial assets available for sale are measured at fair value with gains and losses being
recognised through other comprehensive income until the invesiment is derecognised or uniil the investment is
determined to be impaired at which time the cumulative gain and loss previously reporied in other comprehensive
income is recvcled in the consolidated statement of income. Financial assets whose fair value cannol be reliably
measured are carried at cost less impairment losses, if any.

Murabaha investments
Murababa is an lslamic transaction involving the purchase and immediale sale ol an assel at cost plus an agreed profil.
The amount due is scttled on a deferred payment basis. Murabaha investments are stated at amortised cost.

Narvah receivables

Tjaruh reccivables arise [rom Onancing structure when the purchase and immediate lease of an asset at cost plus an
apreed profit, The amount due 15 seitled on a deferred payment basis. [arah reccivables are carried al the aggregate of
the minimum lease popyments due, less deferred income and impairment losses.

Murahaha payahles

Murabaha pavables represent amounts payable on a deferred settlement basis for assets purchased under murabaha
arrangements. Murabaha payables are stated at the total amount of the pavable less profit deferred. Profit payable is
expensed on a time apportionment basis taking account of the profit rate agributable and the balange outstanding.

Accewis payable and other liabilitics
Liahilities are reepgnised for amounts to be paid in the future for poods or services received, whether billed by the
supplicr or not,
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
15 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Fair values

The Ciroup measures financial instruments and non-linancial assets such as investment properties at each reporting
date.

Iair value is the price thai would be received Lo sell an asset or paid to transfer a liability in an orderly transaction
between market participanis at the measurement dale. The fair value measurement is hased on the presumption that
the transaction to sell the assel or transler the liability takes place either:

* Inthe principal markel lor the assel or liability; or

* Inthe absence of a principal markel, in the most advantageous market for the asset or lighility,

The principal or the most advaniageous markel must be aceessible to hy the Group,

The fair value of an asset or a lability is measured using the assumptions that market participants would use when
pricing the asset or liabilily, assuming that market participants act in their economic best interest,

A fair value measurement of & non-financial assct takes into account a market participant’s abilily o generale
economic benefits by using the assel in its highest and hest use or by selling it to another marketl participant that
wiuld use the assel in its highest and hest use.

The Group uses valuation techniques that are appropriate in the circumstances and lor which sullicient dala are
available 0 measure fuir value, maximising the use of relevant observable inpuis and minimising the wse of

unobservable inpuls,

o Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

¢ Level 2 — Valuation technigues for which the lowest level input that is sigmilicanl o the [Eir value
measurement is directly or indireetly observable;
*  lLevel 3 — Waleation lechoigues for which the lowest level input that is significant to the [air value

measurement 15 unobservable,

For assets and liabilities thul are recognised in the consolidated financial statements on a recurring basis, the Group
delermines whelher transiers have occurred between levels in the hierarchy by re-assessing calegorisation (based
on the lowest level inpul that is significant to the fair value measurement as a whole) at the end of each repurling
period,

For the purpose ol lair value disclosures, the Group has determined classes of assets and liabilities on the basis of
the nature. characleristics and risks of the asset or liability and the level of the fair value hicrarchy as explained
ubovy,

De-recognition of financial assets and labilities
Financial assets
A linancial assel (or, where applicable a part of a financial asset o part of a Group of similar financial assets) is
dervcognized when:
*  The rights 1o receive cash Tows from the asset have expired;
* The Group retains the righl o reecive cash flows from the asset, but has assumed an obligation 10 pay
them in [ull withoul material delay to a third party under a “pass through™ arrangement; or
+  The Group has transferred its rights to receive cash flows from the asset and has either:
(ay  translermed substantially all the risks and rewards of the asset; or
(b)  has neither transferred nor retained substantially all the risks and rewards ol the assel, bul has
transferred control of the asscl,

When the Ciroup has transferred its rght W receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the assel nor transferred control of the asset, the asset is recognized to the
extent of the Giroup®s continuing involvement in the asscl.
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2 SIGNIFICANT ACCOUNTING POLICIES {continued)
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

De-recognition of financial assets and liabilitics {continued)

In that case, the Group also recogniscs an associated lability. The transferred assel and the associated liability arc
measured on a basis that relleets the rights and obligations that the Group has retained. Continuing involvement that
takes the form of a guarantee over the transfirred asset is measured at the lower of the original carryving amount of
the asset and the maximum amount of consideration that the Group could be required 1o repay.

Financial fiabilities

A linancial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing finuncial liability is replaced by another from the same creditor vn substantially different terms, or
the terms ol an existing liahility are substantially modified, such an exchange or modification is treated as a
derecognition ol the original lizbility and the recognition of a new liabilily, and the difference in the respective
carTying amounts is recognized in the consolidated statement of income.

Impairment and uncollectibility of financial assets

An assessmenl is made at each reporting date 1o determine. in case of [inancial assel, whether there is objective
evidenee that a specific financial asset may be impaired and. in case ol vther assets, whether there is an indication
that a specific asset may be impaired. A financial assel or a Group of [inancial assets are impaired if, and only i1,
there is an objective evidence of impairment as a resull ol one or more events that have occurred after the initial
recognition of the asset and that loss event has an impact on the estimated future cash flows of the financial assel or
Group of financial assets that can be reliably estimated. I such evidence or indication exists, any impairment loss is
recognised in the consolidated statement of ingome,

Evidence of impairment may include indications thal the borrower or a group of borrowers is experiencing
significant financial difficulty, default or delinquency in profit or principal payments, the probability that they will
enter hankruptey or other financial reorganisation and where observable data indicate that there is a measurable
decrcase in the estimated future cash flows, such as changes in cconomic conditions that correlate with defaulis, 1
such cvidence exists. an impairment loss is recognised in the consolidated statement of income.

Impairment is determined as follows:

ia)  for assets carried at amortized cosl, impairment is based on cstimated cash flows discounted at the original
effective rate of return;

(b} forassets carried at fair value, impairment is the difference between cost and fair value: and

icy  for assets carried at cost, impairment is the dillerence belween cost and present value of future cash flows
discounted at the current market rate of retum lor a similar [inancial assct.

For non cquity financial assets the carrving amount of the assel Is reduced through the use of an allowanee account and
the amount of the Toss is recognised in the consolidated stalement of income. If in 4 subsequent year, the amount of the
estimated impairment loss increases or decreases because of an event oceurring after the impairment was recognised,
the previously recognised impairment loss is increased or reduced by adjusting the allowance account, For available for
sale cquity financial assets, the asset is writlen down and subseguent increases are reflected in consolidated statement
of comprehensive income.

In addition. a provision is made to cover impairment for specific group of assets where there is & measurable decrease
in cstimated future cash flows.

Reversal of impairment losses is recorded when there s an indication that the impairment losses recognised for the
assel no longer exists or has decreased. 'I'he reversal of impairment losses are recognised in the consnlidated statement
of income except for available for sale equity financial assets which are recognised in the consolidated statement of
comprehensive income. Financial assets are written ol when there is no realistic prospect of recovery.

Offsetting of financial instruments

Finuncial assets and financial liabilities are offset and the nel amount reported in the consolidated statement of
linancial position if, and enly if, there is a currently enforceable legal right to ollsel the recopnised amounts and
there is an intention W setlle on a net basis, or to realise the financial assets and settle the [inancial liabilitics
simullaneousiy,
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z SIGNIFICANT ACCOUNTING POLICIES (continued)
.5  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued )

Treasury shares

Treasury shares consist of the Parents Company’s own shares that have been issued. subsequently reacquired by the
Group and not yel sold or cancelled. The treasury shares are accounted for using the cost method. When treasury
shares are sold, gains are credited 1o a separale equity account (treasury shares reserve), which is not distributable.
Any realized losses are charged 10 the same account Lo the extent of the credit halance on that account, Any excess
losses are charped to retained earnings then reserves. Gains realized subsequently on the sale of treasury shares are
first wsed 1o oflsel any previously recorded losses in the order of reserves, relained eamnings and reasury sharcs
reserve acoounl. Mo cash dividends are paid on these shares. The issue of bonus shares increases the number of
treasury shares proportionately and reduces the average cosl per share without affecting the total cost of treasury

chares,

Emplovees® end of service benefits

The Group provides end of service benefits to its expatriate employees, The entitlement 10 these benelits s based
upon the employees’ [inal salary and length of service, subject to the completion of a minimum service period. The
expected costs of these benelils are acerued over the period of employment,

Wilh respeel Lo its nalional employees. the Group also makes contributions to Public Authority lor Social Sceurity
caleulated us a percentage of the employees” salaries. The Group's obligations are [imited 1o these contributions,
which are expensed when due.

Provisions

Provisions are recopnized when the Group has a present obligation {legal or constructive) s a resull of a past event, it
is probable that an outflow of resources embadying economic benelits will be reguired to settle the obligation and a
reliuble estimate cun be made of the amount of the obligation. Where the Group expects somue or all ol a provision o
be reimbursed. lor cxample under an insurance contract, the reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain. The expense relating 10 any provision is presenled in the consolidated
statement of income net of any reimbursement.

Foreign currencics

Each entity in the Group delermines its own functional currency and items included in the consolidated financial
stalements of cach entity are measured using that functional currency,

Transactions in forcign curmencies are initially recorded by the Group entities al their respective functional currency
raies prevailing at the date of the transaction. Monetary assets and Habilities denominated in forcign currencies are
retranslated at rate of exchange ruling on the reporting date. All exchange differences are taken to the consolidated
statement of income.

Non-monetary items denominated in foreign currencies measured in terms ol historival cost are translated using the
exchange rates as at the date of the initial transaction. Non-monetlary ilems denominated in foreign currencies and
mueasured at fair value are translated using the exchange rate at the dale when the fair value was determined.

On consolidation, assets and liahilities of foreign entities are translaled inlo Kuwaili Dinars at the vear-end rates of
cxchunge and the results of these entities are translated into Kuwaili Dinars using average rates of exchange for the
year. The exchange differences arising on the translation are recognised in other comprehensive income.

The functional currency is LIALL Dirham. All exchange dillerences arising from the translation of functional
currency to presentation currency are recognised. in the statement of comprehensive income.

Judgements

In the process of applving the Group’s accounting policies. management has made the following judgments, apart
from thosc involving estimations, which have the most signilicant elfeet on the amounts recognized in the
consolidated financial statements:
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
15 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Classification of real esiale
Management decides on acquisition of a real estate property whether it should be classified as trading. investment
properly or property under development.

The Group classifics property as trading property if it is acquired or developed principally for sale in the ordinary
wourse of business,

The Group classifies propery as investment properly il il is acquired or developed or is in the process of
development to generate rental income or for capital appreciation, or for undetermined futere usc.

Classification af investmeRis
Manapement decides on acquisition of an investment whether it should be classified as carried at fair value through
income statement or available for sale. All invesiments ol the Group are elassified as available for sale.

Impaivment of investments

The Group treats available for sale equity investments as impaired when there has been a significant or prolonged
decline in the fair value below iis ¢osi or where other objective evidence of impairment exists. The determination of
what is “significant” or “prolonged” requires considerable judgement.

fmpaiement of aucounts receivable

An estimate of the callectible amount of accounts receivable is made when eollection of the full amount is no longer
probable, For individually signilicant amounts, this cstimation is performed on an individual basis, Amounts which
are not individually significant, but which are past due. are assessed collectively and a provision applied according
1o the length of time past due, based on historical recovery rates.

Estimation uncertainty
Ihe key assumptions concerning the lulure and other key sources of estimation uncertainty at the statement of
financial position date are discussed below:

Valwation of unguoted equity investments

Valuation of unguoted equily investments is normally based on one of the following:

e recent arm’s length market transactions;

» current fair value of another instrument thal is substantially the same;

» the expected cash flows discounted al current rales applicable for items with similar terms and risk
characteristics: or

= (Other valudlion models.

The determination of the cash flows and discount factors [or ungueled equily investmenls requires significant
eslimution.

Valuation of investment properties
Waluation of investment properties are based on the valualion made by two independent valuer who holds a
recopnised and relevant professional qualifications and relevanl expericnce.

Tmipairment aof acconnts veceivahle

The Group’s management reviews periodically s accounts receivables (o assess whether a provision for
impairment should be recorded in the consolidated stalement of income. In particulsr, considerable judgement by
management 15 reguired in the estimation of amount and timing of fulure cash lows when determining the level of
provisions required. Such cstimates are necessarily based on assumptions aboul several Lselors involving varying
degrees of judgement and uncertainty.
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2 SIGNIFICANT ACCOUNTING POLICIES {continued)
1.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Estimation uncertainty (continued)

Estimation of net realisable value for trading properties and properties under developmen

Trading propertics and propertics under development are stated at the lower of cost and net realisable value (INEV).
NEV lor completed trading propertics is asscssed with reference to market conditions and prices existing at the
reporting date and is determined by the Group having taken suitable external advice and in the light ol recent markel
lransaclions.

NRY in respect of properties under development is assessed with reference Lo markel prices at the reporting dale for
similar completed property. less estimated costs o complele construction and less eslimated costs 1o complete
construction and less an estimate of the time value of money 1o the date of completion.

3 BASIC AND DILUTED (LOSS) EARNINGS PER SHARE

Basic and diluied (loss) earnings per share is caleulated by dividing the (loss) profit for the year by the weighted
average number of shares oulstanding during the vear less treasury shares.

2015 2044

Ky KD
{Loss) profil lor the vear (21,700} 55,088

Shares Shares
Weighled average number of shures oulslanding during the year. net of
treasury shares 1,009.525,000 100859, 525.000

Basic and diluted (loss) carmings per share (0.02) fils .64 [ils

A there are no dilulive potential ordinary shares hasic and diluted (loss) earnings per share are identical,

4 FROPERTIES UNDER DEVELOPMENT

2015 2014

KD KD
At January 37,231,772 40.528.133
Additions 5,968,157 2,746,600
Disposals (13,008,240) {4.307.924)
Transfer 1o investment properties (Note 5) - {3034 8RE)
Forcign currency adjustments 1,361,713 1,499,845
At 31 December 31,553,402 37231772

Properties under development represent the cost of frechold propertics and subseguent development cost incurred by
the Group. The properties are located inthe United Arab Lmirates,

Al the reporting date, properties under development with & carmving value of KD 30303117 (2014: KD 36,023 524)
arc mortzaged as collateral against Islamic financing payables (Note 14).

‘The Giroup sold properties under development with carrying value of KD 13,008.240 (2014: KD 4.307,924) for a total
considerstion  of KD 14922369 (2014: KD 3235262) resulting in a gain of KD 1,914,129
{2014 loss of K12 1,272,662) recorded in the consolidaled slalement of income,
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5 INVESTMENT PROPERTIES

2015 2014

KD KD
Al ] January ®2,001,272 R1 448975
Additions 18,564,502 1,004,278
Transfer from properties under development (Note 4) - 3,034,888
Transfer from joint venture - 1,482,850
Disposals (418.163) (10.801.758)
Linrealized gain on revaluation - 2,767.039
Foreign currency adjustments 3,088,958 3,064,960
At 31 December 103,236,569 82,001,272
Comprising:
Properties under development 103,236,569 81,419,393
Neveloped propertics = 381879
A1 3] December 103,236,564 B2000.272

Ineluded in invesiment propertics are certain properties amounting o KD 16,763,930 (2014: KD 16.173.884) for
which legal titles have not been trunslerred in the name of the Group by the vendor, The vendor has confirmed in
writing that the Parent Company is the benelicial owner of these propertics.

At the reporting dale, invesimenl propertics with a carrving value of KID 73,675,514 (2014: KD 53,099,102} arc
morigaged as collateral against Islamic financing payables (Note 14).

During the prior year the Group partly settled 1slamic financing payables of KD 4,970,693 by ransferring an
investment property with a carrying value of KD 8791136 to the lender {Note 14). This resulted in a loss ol KD
3,820,441 and classified as loss on investment properlivs in the conselidated statement of income.

‘The Giroup’s investment propertivs were revalued at 31 December 2013 based on valuations obtuined from two
independent professionally qualified valuers, The valuation of the properties has been determined hased on comparable
murkel values for similar properties and are classified under level 2 of Tuir value hicrarchy (Note 21)

The Group sold investment propertics with carrying value of K1Y 418,163 (2014: KD 10,801,758 for a total

consideration of K13 423,459 (20714: KD 6,98 1317 resulting in a gain of K13 3.296 (2014: K12 Nil} recorded in the
consolidated statement of income.

6 INVESTMENT IN ASSOCIATES

Commiry of ¥ equity mterest Aetivities
N of the company iRcorporation 20115 24
Abyaar Qatar Real Ustale Development Real Lstate Development
Company K_5.C. (Closed)* Kuwail 14.44%  14.44%,  qunder liquidation}
Makan Linited Real state Company K.5.C. Fuwait 20% 2% Real Lstate
Tamec General Trading and Comracting General Trading and
Company W1 Kuwait 20% 201%, Contracting
Al laddaf Real Ustate Company K.5.C.
i Closed) Kuwail 36.5%  30.3%  Real Estate Development
2015 204
Kn KiY
At 1 January 5,788,421 7.798,100
Share of results 08,200 666,723
Amount received on liquidation of an associate - (2,676,402)
AL 3] December S.556,681 5, 7EE 421
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G INVESTMENT IN ASSOCIATES (continued)

On 18 Sepiember 2014, the Extraordinary General Assembly of Abyasr Qatar Real Estate Development Company
K50, (Closed) decided tw liguidatle the Company. Accordingly the Group received an amount of K12 2,676,402 as
liquidation settlernent and the only amount remaining is KD 420 874 which will he recovered by the Group on the final
selllement.

The fair value of investment in assoeiales could not be relisbly measured as the associates are unguoted and they do
nel have published quoted prices.

Investmenl in an associate amounting to KU} 3433 807 (2004: KD 3.453.668) is morigaged as collaleral against
Islamic financing payables (Note 14).

* The Parent Company exercises significant influence (even though the percentage ol owvnership is less than 20%) over
the above investments in associate. through representation on the Board of Direclors of this entily and joinl
participation in major husiness transactions.

The following tables illustrates summarized financial information of the Group’™s material associates:

al Al Jaddaf Real Estate Company K.5.C. {Closed)

215 2014
Kn KD

Mon = current assets 14,789,041 14,958 342
Current assets 629,620 440,633
Fonal assets 15,418,001 153991735
Mon - current liahilities 1310 1,893
Current liahilities 327316 51.280
Tolal liabilities 328,626 53,182
Wt Assels 15,000,035 15,545,993
Nl operaling income 115,754 7
Results 107,435 (10807
Other comprehensive incoms - -

Revoneiliation of the above summarised financial information of the associate with the carrying amount in the
conselidated statement of [nuneial position is given below:

2015 2014

KD KD
Group’s ownership interest (%) 36.50% 36.50%
Met assets 5,507,863 3,001,287
Share of results 39,214 {3.970)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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& INVESTMENT IN ASSOCIATES (continued)

by Other immalerial associdles

20715 2014

KD Ly
Mo = current assets 2,235,619 2.469.908
Current assers 1,026,178 5271217
Total assets 3.261,797 7741123
Won - current liabalities 423,754 3776004
Current liabilities 296,345 5,639 493
Total liabilitics T20.099 6,017,097
Net Assets 2,541,098 1,724,028
Net operating income 184,!315- 5.006,618
Resulls 151,258 4 354 533
Other comprehensive loss (219 [578)

Reconciliation of the above summarised financial information of the associates with the carrying amount in the
consolidated statement of finuncial position is give below:

2015 2014
KD KD
Wel ussiels 348818 187134
Share of results 29,046 6702

T AVAILABLE FOR SALE INVESTMENTS

These represent investments in unguoted eguily seeurities amounting to KD 2 383 494 (2014: K13 3,554,798} and are
carried at cost. less impairment, il any, due to the unpredictable nature of their future cash flows and lack ol other
suitable methods for arriving al a relisble fair value of these investments, There is no aelive murkel for these
financial assets and the Group intends to hold them for the long term, Management has performed a roview of its
uniquated equity investments lo assess whether impairment has occurred in the value of these investments. During the
yeur, the Group recorded an impairment loss of K1 1,093,208 (KD: 143.145) on cortain available for sale investments,
Munagement has performed an analysis of the underlving financial assets of available for sale investments and
concluded that no further impairment is reguined.

Available for sale investment amounting to KID 1500000 (2014: K12 2,442.384) is morigaged as collateral against
Islamic financing payables (Note 14).

8 IMARAH RECETVABLES

2013 2004

KD KD
(ross amount 35,058,001 34033, 309
Less: deferred profit pavable (5,986.128) (6,457.215)

29,071,873 27,576,184

ljarah receivahles amounting 10 KD 27,909,875 (2014: 27.576,184) is classified as non-current assels in the
consolidated statement of financial position.

Harah receivables represent sublease of certain plots of land to a third party which were held under operating leases
and were classified and accounted lor as investment properties by the Group.

liarah receivable is unsecured and carry prolit at an average rate of 1.9% (2014: 1.9%) per annum,
liarah receivable is collected on a semiannual basis starting form 31 December 20102 to 30 June 2039
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b ACCOUNTS RECEIVABLE AND PREPAYMENTS

2015 2014

KD Ki2
Feceivable from customers 3,110,235 17.085.486
I'repaid expenses and commissions 951,438 1,589,614
Advance for purchase of property and equipment 2,253,277 2.214.184
Advance paid Lo contraclor - 160304
(ither receivahles T.938.763 3,796,971

14,253,713 23,840,559

10 BANK BALANCES AND CASH

2005 2004

KD KD
Bank balances and cash 2,540,305 5465302
Less: restricted bank balances (2,533,685) (5,039,704}
Bunk balances and cush [or the purpose of consolidated statement of cash
flonws

6,620 425,798

Restricted hank halances represent amounts held in escrow accounts, The Group cannol use these amounls until
fullilment of obligations related 10 construction and completion of certain projects.

SHARE CAPITAL

Al 31 December 2015, issued and [ully paid up capilal of the Purent Company is 1107275000 shares
(2004 1,107.275,000 shares of 100 §ils cach paid fully in cash.

12 RESERVES
al Statutory reserve
In aceordance with the Companics Law and the Parent Compamy's Articles of Association, 10% of the profit
hefore directors” fees, contribution to Kuwait Foundation for the Advancement of Sciences, Mational [.abor
Support Tax and Zakat should be trnslerred 1o the statutory reserve, The Parent Company may disconlinue such
transfer when the reserve totals 50%: of paid-up share capital. istribution of the reserve is limited to the amount
required to enahle the pavment of a dividend of 3% of paid-up share capital o be made in vears when retained
camings are ol sullicient for the payment of dividend of that amount.
During the current year, no iransfer (0 statuiory reserve was made as the Group reported losses Lo the yveur
(2014: KD Nil).
b} General reserve
In accordance with the Parent Company’s Articles of Association, 10% of the net profit for the year hefiore
directors” fees, contribution 1o Kuwail Foundation {or the Advancement ol Sciences, National Labor Support
Tax and Zakul should be transferred o general reserve. The Parent Company may resolve to discontinue such
annual transfers in accordance with a resolution of the Parent Company’s ordinary General Meeting based on
proposal submitted by the Parent Company’s Bourd of Dircelors. During the weur there was no ransfer 1o
reserve due to the resolution of the Board of Directors.
13 TREASURY SHARES
2015 2l
Mumber of treasury shares (shares) 7,750,000 T.750,000
Percentage ol issued shares 0. 7% (.7%
Market value (KDY 224,750 pEL A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015

14 ISLAMIC FINANCING PAYABLES

2015 24
KD K
Girnass amount 45,595,343 48,736,203
|.ess: deferred prolil payable (2,762.853) (3. 160.860)

42,832,490 43,545,343

Classified as
Current 11,834,850 476,011
MNon-current 30,997,640 37.119.332

42,532,490 45,595.343

The effective rate of prolil payable vary between 4.5% to 7.00% (2014: 4.5% to 7.0%) per annum.

{a) Islamic financing pavables amounting to K1Y 36961869 (2014: KD 35.448.586) are secured by way ol
collaterals in the form of property and equipment amounting o KD 494,268 (2014: 334118}, properties
under development amounting  to K13 30,303,117 (2014: KD 36.025.524) (Note 4), invesimenl propertics
amounting o KD 73,673,314 (2014 KID 33049.102) (Note 5), investment in associates amounting w KD
5435807 (2014; KD 5453.008) (Mote 6), available lor sule investments amounting to K1Y 1,300,000
(20014; KD 2,442 384) (Note 7).

(b} During the prior year the Group partly settled Islamic financing payables of K1) 4970695 by trunsliming an

invesiment property with a carrving value of KD 8,791,136 to the lender (Nate 33, This resulted in a loss of
KD 3,820,441 and classified as loss on invesiment propertics in the conselidated siatement of income,

15 ACCOUNTS PAYABLE AND ACCRUALS

2015 2014

KD KD
Advances from customers 34,787,513 39377079
Amounts due to related parties (Nole 16) 573,053 H23, (194
Accrued expenses 264,107 314,934
*avable on purchase ol investment properties 5,288 683 3030,308
Pavahle 10 contractors and consultants 6,466,556 4,501,729
Other pavables 3.491,887 2461192

50,871,799 0,308,336

Classified as
Current 28,169,510 23873817
M -G LUrrent 22,702,289 26,434,519

50,871,799 500,308,336

16 RELATED PARTY TRANSACTIONS

Related parties represent associates, major sharcholders. directors and key management personnel of the CGroup, and
entities controlled, jointly controlled or signilicantly influenced by such parties.

These represent transactions with cerlain parties entered into by the Group in the ordinary course of business. Pricing
policies and lerms of these transactions are approved by the Parent Company’s management,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015
16 RELATED PARTY TRANSACTIONS (continoed)

Balances with related parties included in the consolidated stalement of financial position and consolidated statement of
income are as follows:

Major Tital Tatal
shareholders Associaies 2015 2044
KD KX KD KD
Consolidated statement of financial position
Armounts due 1o related partics (Now 15) - 573,053 873,053 (23094
Consolidated statement of income
Share ol resulls (Nole 6) - 68.260 68,260 660,723
Key management compensation:
2015 24
KD Kid
Short term benelits 325369 317561
Employees” end of service benefits 279,435 216,348
Total 004,824 533,939

17 COMMITMENTS

At 31 December 2015 the Group has commilments in respect of eutstanding letter of credits amounting KD Nil (2014:
KT 29780 relating to properties under development.

At 31 December 2013 the Group has commilments related to future capital expenditure amounting 1o KD 14,028,668
(2014: KID 2,753 821
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Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2015

19 RISK MANAGEMENT

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls, This process of risk management is critical to the Group
achieving profitability and each individual within the Group is accountable for the risk exposures relating to his or
her responsibilities, The Group is exposed to credit risk. liquidity risk and market risk. Market risk is subdivided
into profit rate risk and currency risk. It is also subject 1o operational risks.

The Bourd ol Directors of the Parent Company are ultimately responsible [or the overall risk management approach
and lor approving the risk strategies and principles. No changes were made in the objectives, policies or processes
during the yeurs ended 31 December 2015 and 3| December 2014,

19.1 Credit risk

Credit risk is the risk that one parly to 4 financial instrument will fail to discharge an obligution and cavse the other

ol counterpartics.

205 2014
2015 K Koy
ljarah receivables 29.071,873 27.576. 184
Accounts receivable 13,302,275 24250945
Murabaha investment 4310600 2317262
Bank balances 2.540,305 5465502
Total 45,345,453 S9.0615.803

Meaximum exposure ty credit risk

he Giroup's policy is to enter into arrangements only with recognised, creditworthy counter parties. The maximum
exposure with respect to credit risk arising from financial assets of the Group, which comprise accounts reecivables,
murghha investment, ijarah receivahles and bank balances, is equal to the carrving amount of these instruments.

Risk concentrations of the maximum exposure 1o credit risk
‘The maximum credit exposure to any client or counterparty as of 31 December 20035 was KI? 5323122 (2014: KI2
19,220,434 hefore taking aceount of collateral or other credit enhancements.

The Giroup’s receivahle is primarily from clients located in United Arab Emirates.

Collaveral and other credit enlancements
Receivable from customers are securad by way of title documents of the property.

Credit guality for class of financial assets thar ave neivher past diue not impaired
Meither internal credit grading svstem nor external credit grades are used by the Group to manage the credit guality

of receivahles, Receivable halances are monitored on an ongoing basis,

Financial asset by class that are Individualy impaired

Gross Impuirment
EXPUSHTE provision

2015 KD KD
Accounts receivable 5323,122 2,212,887
Tuotal 5323122 2,212,887
2014
Accounts reccivahle 19220434 2,134,949
Total 19,220,434 2.134.94%
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19 RISK MANAGEMENT {(continued)

19.2 Liguidity risk

Liguidity risk is the risk that the Group will be unable to meet its liabilities when they fall due, To limit this risk.
mangeement has arranged diversified funding sources, manages assets with liquidity in mind. and monitors lguidity
on a dailv hasis.

The tahle helow summarizes the maturity profile of the Group’s linancial liabilities at 31 December 2015 and 31
December 2014 hased on contractual undiscounted repayment obligations. Repayments which are subject o notice
are treated as if notice were to be given immediately and are included in less than three months.

Less than Jia 12

3 months months Iito 3 years Total
Financial liabilities KD KD KD KD
2015
Islamic financing payables 676,552 11,158,299 30,997,039 42,832,490
Accounts payables and accruals® 17,579,527 10,589,954 5,346,859 33516370
Total 18,256,079 21,748,283 36,344,498 T6, 348,860
24
Islamic financing payvahles 00,000 81760011 37119332 45,595,343
Accounts payables and accruals® 15,975,316 T.B08.501 4.561.145 28.434 962
I'otal 16275316 16,074,512 41,680,477 74,030,305

* Excluded from accounts payable and aceruals are advanees from customers amounting to KD 17,413,605 for the
year ended 31 December 2015 (31 December 2014: KD 21,923,001,

193  Market Risk

Market risk is the risk that the value of an asset will Nuctuste as a resull of changes in market prices. Market risks arisc
for open positions in prolit, currency and equily product, all of which are exposed to general and specific market
movements and changes in the level ol volatility of markel rales or prices such as prolit rate foreizn exchange rates and
equity prices. Markel risk is munaged on the basis of pre-determined asset allocations across various asset catepories, a
continuous appraisal of market conditions and trends and the direciors” estimate of lung snd shorl term changes in air
value,

f9.3.1 Prafit rate risk

Profit rate risk anses [rom the pessibility that changes in profit will affect future cash flows or the fair values of
financial instruments, The Group’s borrowings are in the lorm of Murabahy und larah which are Islamic financing
insiruments with a [aed rate ol prolil. Conscquently the Group is not exposed to profit risk.

19.3.2 Currency risk

Curreney risk 15 managed on the basis of limits determined by the Parent Company’s Board of Directors” and a
continuous assessment ol the Group’s open positions and current and expected exchange rate movements.
Management believes that there is 4 minimal risk of losses duc to exchange rate fluctuations and consequently the
Group does nol hedge loreign currency exposures.
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19 RISK MANAGEMENT {continued )

193 Market Risk (continued)

19.3.2 Currency risk (continued)

The effeet on loss (due to change in the fair value of monetary assets and liabilities), as a result ol change in
currency rale. wilh all other variables held constant 15 shown below:

Choanpe in Effect vn

CHFCERCY ral sy

Currency in%s KD
2015 KD +-1 1,104,308
2014 K3 +-1 1,083,201

194 Operational risk

Operational risk is the risk of loss arising lrom syslems lwilure, human error. fraud or external events. When
controls fail to perform, operational risks can cause damage o reputation, have legsl or repulatory implications, or
lead to financial loss. The Ciroup cannot expect 10 eliminate all operational risks, but through g control framework
and by monitoring and responding o potential risks, the Group is able 1o manage the risks. Controls include
effective segregation of duties. access, authorisalion and reconcilistion procedures. staff education and assessment
Processes,

20 CAPITAL MANAGEMENT

The primary objective of the Group’s capilal management is to cnsure that it maintains healthy capital ratios in
order 1o support its business and maximise sharcholder valuc.

The Group manages its capital structure and makes adjustments Lo it in light of changes in ceonomic conditions. To
maintain or adjust 1he capital siructure, the Group muy adjust the Eividend payment to sharcholders. return capital to
shareholders or issue new shares, Mo changes were made in the objectives, policies or processes during the vears
efded 31 December 2015 and 31 December 2014,

The Group monilors ¢apital using a gearing ralio, which is net debl divided by total capital plus net deht. The
Group includes within net debt, Islamic linuncing pavables, secounts payibles and accruals, less hank balances and
csh,

2015 2

KD K3
Islamie linuncing payables 42,832,490 45,593 343
Accounls payable and aceruals 50,871,799 S0,308.336
Luss: bank balanee and cash (2.540,305) {5.463,502)
Net debt 91,163,984 90,438,177
Equity 96,001,089 94,147,583
Capital and net debt 187,165,073 184,585 760
Cearing ratio 49, A0,
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21 FAIR VALLUE OF FINANCIAL INSTRUMENTS

Determination of fair value and fair value hierarchy:
The [ollowing tuble shows an anulysis of fnaneis] instruments recorded at fair value by level of the fair value
hivrarchy:

Level: ] Level: 2 Level: 3 Toral fair value
2iH5 K Kl Kk LA
Propertics under development - 31,553,402 - 31,553,402
Investment properties - 103.236,509 - 103,236,509

- 134,789,971 = 134,789,971

Level; 1 Level- 2 Level- 3 Toed feair valeee
2014 KLY Kl Ky K
Properties under development - 323772 - 31,231,772
Investment properties - §2.001,272 - 82.001,272

- 119,233,044 - 119,235,044

There have not been any translers between the levels ol fair value hierarchy during the vear.

Fair value of other financial instruments is not materially diflerent lrom their currying values ol the reporling date.
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