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Independent Auditor's Report

The Shareholders,
Heal-Estate Trade Centers Company B.P.5.C
Kuwnit

Heport on the Financial Statements

Dpinion

We have audited the financial statements of Real-Estate Trade Centers Company K.P.S.C
{“the Company™) which comprise the statement of financial position as of Decernber 31, 2020
and the statement of profit or loss, the statement of profit or loss and other comprehensive
income, the statement of changes in equity and the statement of cash Oows for the vear then
mllJul- and notes 1o the financial statements, including a summary of sipnificant accounting
policies.

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2020 and its financial performance and its cash
flows for the year then ended, in accordance with Intemmational Financial Reporting Standards
{TFRSs).

Basis for Opinion

We conducted our audit m accordance with Intermational Standards on Auditing (15As), Our
responaibilities under those standards are further described in the Auditor’s Responsibilitics
for the Audil of the Financial Statements section of our report. We are independent of the
Company in aceordance with the Intermational Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code) and we have fulfilled our ather ethical
responsibilities in accordance with these requirements. We helieve that the audil evidence we
have obtained is sufficient and appropriate o provide a hasis for our opinion.

Emphases of matters

Without qualifiing in our opinion, we refer to Note 6 “properfies under development™ the
Company obtained revaluation from independent evaluator and did not oblain a revaluation
from a bank.

Kev Audit Matiers

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the {inancial statements of the current year. These matters were
addressed in the context of our audit of the financial slatements as a whole, and in forming
our opinion thereon, and we do nol provide a separate opinion on these matters. In addition 1o
the matters described in the Basis for Qualified Opindon ssction, we have determined the
matters described below to be the key audil matters to be communicated in our report for each
mafier below, our description of how our audit addressed the matter 15 provided in that

context,

REdl Middie East - Head Oifice: Dasman Complew - Block £ -'Elm-'lnl.'r - Alimned Al Jaler FIEeet - Bnang - Kuwah
PO Bax 22351 Salat, [1306<), Kissalt - Tal: 4965 2246 85737 « Faoe #2365 2241 4956 - [-railk inde-Krwan@nedime com - wesstrodlmecom



Properties under developments and investment praperties valuation

Properties under development represent a significant part of the total assets and are carried at
cost for an amount of KI} 11,213,622 In addition to investthent properties amount to
kDD 12,716,415 that are carried a1 fair value.

The valuation of properties under development and investment properties is imporiant to our
audit as il represents a significant judgment area and an importan! part of the total assets of
the Company. The valuation of the property under developmen: is highly deperdent on
estimates. We therefore identified the valuation of propenties under development investment
properties a8 a significant risk. The Company’s policy is (o revalue property under
development and investment properties once at year end. These valuations are amongst oihers
based on assumptions, such as estimated market knowledge, developers risk and historical
transactions., In estimating the fair value of propemies under development, valuers had used
the valuation techniques such as sales comparison. We reviewed the valuation reports from
the licensed valuers. We further focused on the adequacy of the disclosures on the valuation
of properties under development {Note 6) and investment propertics (Noie 7).

Oither Information

The Company Mansgement i1s responsible for the sther information. The other informmation
comgprises the board of director’s report obtained before the date of this auditor's report, The
other information does not include the financial siatements and our auditor’s report thereon,
amd the Annual Report, which is expected to be made available to us after that date.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information identifed above and when it becomes available, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained during the audit, or otherwise appears to be materinlly nusstated. We have nothing to
report in this regard,

Responsibilities of Management and Those Charged with Governance for the Financinl
Statements

Management 15 responsible for the preparation and fair presentation of the financial
statements in accordance with the IFRSs as adopted for use by the State of Kuwait and for
such intemmal control as management detenmines is necessary 10 enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or ermar,

In preparing the financial statements, management is responsible for assessing the Company”s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic alternative but 1o do so,

Those charged with governance are responsible for overseeing the Company’s financial
reporiing process.



Anditor's Responsibilities for the Audit of the Financial Statements

Our obyjectives are 1o obtain reesonable assurance about whether the financial statements as a
whole are frec from material misstaternent, whether due to fraud or error. and 10 issue an
auditors” report that includes our opinion, Reasonable assurance is a high level of assurance,
but is not a gouarantee that an audit conducted in accordance with 1SAs will always detect a
material misstatement when it exists, Missislemenls can arise from frawd or eror and are
considered material if, individually or in the aggregate, they could reasonably be expected 1o
influence the economic decisions of users taken on the basis of these financial statements.

Asg p:a.rt_nf an audil in sccordance with [5As, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o ldentify and assess the risks of material misstatement of the financial ststements, whether
due 1o fraud or emor, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a hasis for our opinion.
The risk of not detecting 4 material misstatement resulting from fraud is higher than for one
resulting from emor, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understonding of internal control relevant to the andit in order to design audit
procedures that are appropriate in the circumstances, but nol for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

® Evaluate the appropridgteness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management,

s Conclude on the appropriateness of manapement’s use of the going concern basis of
aceounting and based on the audit evidence obtained, whether a material uncertainty exists,
related 10 events or conditions that may cast significant doubt on the Company®s ability w
conlinue as a going concern. If we conclude that a material uncertainty exists, we are
required Lo draw altention in our auditor's report o the related disclosures o the financial
statementz or, iF such disclosures are inadeguate, 1o modify our opinien. Qur conclusions
are based on the audit evidence ohtained up to the date of our auditor’s report. However,
future events or conditions may cause the Company 10 cgase 10 continie as & going concern.

o Evaluate the overall presenmtation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in & manner that achieves fair presentation.

We communicale with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in intemal centrol that we identify during our audst.

We also provide the Company’s management with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with the Company's management, we deermine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the kev audit matters. We deseribe these matters in our guditor’s
report unless law or regelation precludes public disclosure about the matier or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse conseguences of doing so would reasonably be expected fo
cutweigh the public interest benefits of such communication.



Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Company,
physical count was conducted in sccordance with recopnized practice and the financial
statements logether with the financial contents of the report of the Company's board of
directors are in accordance therewith, We have obtained the information and explanations that
we required for the purpose of our audit and the financial statements incorporate the
information that is required by the Companies’ Law no. | of year 201 6, and related Executive
Regulations, and the Company’s memorandum and articles of association, According 1o the
information available to us, there were no violations have occurred for the Law no. 7 of vear
2010 concerning the establishment of the Capital Market Authority, its by laws, amd relative
instructions, the Companies’ Law no. 1 of year 2016, and related Executive Regulations, and
the Company's memorandum and anicles of association during the year ended December 31,
2020 that might have had a material effect on the Company’s business or its financial

pPoOsILicn.
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License Mo, 30 - (A)
Radl Middle East
Burgan — International Accountants
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Real-Estate Trade Centers Company K.P.S.C
Kuwait

Statement of financial position as of December 31, 2020
AN Arvoicacs e dr Kwait Dinar”

Exhibit —A

MNolg 2020 2019
Assets
Mon-current assefs
Property and equipment 4 Gl 184
Intangible assels 5 1 1
Propertics under development f 11,213,622 11,208,762
Investment propertics 7 12, 716415 12581619
Financial assets at fair value through other
comprehensive meome “FVYTOCT™ | : 6,098 315
23,930,106 29 8R3, 836
Current asseis
Dhae from a related party 15 2,457,201
Receivables and other debinl balances g 3,364,726 35,795
Cash and cash equivalenis 1 553,730 75,550
6,375,657 111,345
Total asscts 30,305,763 30,000,231
Equity and liabilities
Equity
Share capital 11 14,000,000 14,000,000
Treasury share 12 (946, 5600 {911,673)
satutory reserve 13 1,224,043 1,218,956
YVoluntary rescrve 14 1,114,687 1,104, 6l
Bevaluation reserve 1, 1046 600 1,106,604
Cumulative changes at fair value reserve ~ 47 0635
Foreign currency translation reserve - 97,850
Retained eamings 7081682 G,.635,890
Total equity 23 280,352 23,304,295
Mon-current linbilitics
Due to related parties 15 6,312,921 6,273,584
End of service benefits 33,791 0,837
6,346,712 6,304,798
Current liabilities
Payables and accrued expenses 16 378,699 391,138
Total liabilitics 6715411 5.695,936
== Tatal equity and liabilities 30,305,763 30,000,231

(

Talal Abdul Fifeed Dashti
Chairman

oy ey

M The accompanyving notes form an integral part of these financial statements,



Exhibit - B

Real-Estate Trade Centers Company K.P.5.C
Kuwait

Statement of profit or loss for the year ended December 31, 2020

Al Amvorntr are in Komwad Diaae”

Mate 020 2019
Revenue
Unrealized gain on change in fair value of
investment property 7 134,796 121,619
Liabilities no longer required 16,067
Oither income T15 =

135,511 157 686

Expenses and other charges
Emplovees costs (45,575) (53,806)
CGieneral and administrative expenses 17 (38,243) {80,258)
Depreciation 1z (174)
Net profit before deductions 50,872 23,448
Zakat (4,75%) (2003
Mational Labour Support Tax (11,898) (502)
Contrbution to Kawail Foundation for the
Advancement of Science (458) (211)
Net profit for the vear 33,7157 23534
Earnings per share (Fils) 18 .26 0,17

The accompanying noles form an integral part of these financial statements.



Exhibit - C

Real-Estate Trade Centers Company K.P.8.C

KEuwnit

Statement of profit or loss and other comprehemsive for the year ended
December 31, 2020
“AN Amoiveis are in Kuwaitd Dinar ™

2020 2019
Net profit for the year 33,757 22,534
Other comprehensive income:
ftems that will nat be reclassified subwegquendy to
the profit or foss:
Changes in fair valoe of financial assets at FYVTOCI 177,185 {7,935)
Total other comprehensive income/(loss) 277,285 (7,035)
Total comprehensive income 311042 14, 39%

The accompanying notes form an integral part of these financial statements.
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Real-Estate Trade Centers Company K.P.S5.C

Kuwait

Statement of cash fows for the vear ended December 31, 2020

Al Amownis e e Kewaild Dinge”

Exhihit — E

(Orperating activities
MNet profit for the year

Adjustments
Diepreciation

Unrealized gain on change i fair value of mvestment

property

Liabilities no longer required
Provision for end of service benefits
Intereats moome

Operating loss before changes in working capital

Recervables and other debit balances

PFelated parties - net

Payables and accrued expenscs

Net cash from{used in) operating activitics

Investing activities

Proceed from sale financial assets at FYTOCI
Met chanpe in properties under development
Interest income received

Net cash (used in)'from investing activities

Financing activities
Purchase of treasury shares
Met cash used in financing activities

Met increase{ decrease) in cash and cash equivalents
Cash and cash equivalents a1 beginning of the year

Cash and eash equivalents at end of the year

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

2020 20159
33,757 22,534
121 174
(134, 796) {121,619)
% (36,067)

21,834 (3,372)
(715) -
(98, 799) (138,350}
1,323 (1,100
627,215 20,982
(12,439) 76,823
517310 (41,645)
- 20,000
(4,860) 10,806
715 X
(4,145) 30,806
{34,985) -
{3"[!“:' ==
478,180 {(10,839)
75,550 86,389
553,730 75,550
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Real-Estate Trade Centers Company K.P.5.C
Kuwait

Motes to the financial statements for the financial year ended December 31, 2020
Al A e in Kuvaelt] Disor males othenvie sioed ™

Formation and activities

Real-Estate Trade Centers Company was incorporated as a Limdled Liability Company
in accordance with memorandum of association ne, 51 Volumel dated January 6,
1999 and subsequent amendments, the latest was for the transfer of legal form to be
Kuwaiti  Sharcholding Company Closed in  accordance with authenficated
memorandum and articles of association no. 5772 Volume 1 on August 9, 2006 and
subsequent amendments, the latest was in accordance with the Ministerial memo no.
86 dated June 10, 2019 to increase the share capital. The Company was listed in
Euwail Stock Exchange on Docember 28, 2010,

As of December 31, 2020, the number of Company’s employees was 15 employees
(2019: 14 employees).

The Company's licensed activitics:

Owning, selling and purchasing of properties and lands and developing them for the
Cnl:npany g favor inside the State of Kuwait and abroad. Also, property
management of third parties and leasing and marketing properties. These activities
should not be performed against the active laws including the prohibition for the
trade in private residential units as stated in these laws.

Owning, selling and purchasing securities and debentures of real estate companies,
inside the State of Kuwait and sbroad,

- Preparation of real estate feasibility siudies and providing all kind of related
consultations, providing that the person making such service should be gualified.

= Owmng and managing hotels, health and sport clubs, pnvale bospilals and lounst
premises and leasing them,

- Maintenancs works related to the buildings and real estates owned by the Company
and others, including civil, mechanical, electrical, elevators and air condifioning
works necessary to maintain the buildings and its safety.

- Managing, operating, mvesting and [easing fo/l[rom others hotels, clubs, motels,
puest houses, rest houses, parks, gardens, exhibitions, restaurants, cafeterias,
residentiol complexes, resorts, hospitals, health project, entenainment projects nnd
shopas, topether with providing all kind of necessary services ad utilities..

- Organizing real estate exhibitions related to the Company's projects in accordance
with the Ministry®s applicable laws.

- Owning and managing the commercial markets and residential complexes.

- Real estate auctions in accordance with the Ministry's applicable laws.

- Investing the surplus funds of the Company in financial and real estate portfolios
managed by specialized companies.

- Direct investment in establishing the infrastructure of residential, commercial,
industrial, tourist, construction and sports projects and greas in accordance with the
Building Operating and Transferring (BOT) system and management of real estate
properties in accordance with (BOT) system either for the Company or others.

- Provide management serviees for resl-Estate projects and prepaning related studies.

- Real-Fstate development and owning of buildings and real estate projects and
preparing related studics.

- Land development and owning of buildings and real-estate, commercial, residential,
industrial and tourist projects and implementing them directly or through third
parties in the interest of the Company or for others.

- Permissible for the Company to buy and sell its shares of not exceeding 10%% of it’s
issued shares,
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Real-Estate Trade Centers Company K.P.5.C

Kuwaii

Notes to the financial statements for the financial yvear ended December 31, 2020
“AN Amosirs e (0 Kawanldl Dimar anless otheride stated "

1)

The Company hag the right to conduct the above activities inside and outside State of
Kuwait directly or through agency and the Company may have an inferest or
participate with others having similar activities or assist it in sccomplishing its
activities inside or outside Kuwait or purchase these companies,

The registered address of the Company is Saltheya — Block 23 - First Floor — Entrance
Mo, 2, and postal address is PO Box 26400 — Safatl31 24K uwait.

These financial statements have been authorized for tsspance in accordance with
Board of Directors mesting held on March 25, 2021 subject to the approval of general
assembly which has the authority to amend these financial statements.,

Application of new and revised Imfernational Financial REeporting Standards
(IFRSs)

Mew standards and amendments effective from January 1, 2020

* Amendments to [FRS 3: Definition of 2 Business

In October 2018, the IASE issued amendments to the definition of a business in
IFRS 3 Business Combinations to help entities determine whether an acquired set of
activities and assets is a business or not. They clarify the minimum requirements for
a business, remove the assessment of whether market participants are capable of
replacing any missing elements, and add guidance to help entities assess whether an
acquired process is substantive, narrow the definitions of a business and of outputs,
and introduce an optional fair value concentration test.

The amendments epply prospectively to transactions or other events that occur on or
after the date of first application, therefore, the Company will not be affected by
these amendments on the date of transition.

* Amendments to IAS 1 and IAS 8: Definition of Material

In October 2018, the IASB issued amendments to IAS | “Presentation of Interim
Financial Statements™ and [AS 8 “Accounting Policies, Changes in Accounting
Estimates and Errors™ to align the definition of *material” across the standards and to
clarify certain espects of the definition. The new definition states *Information is
material if omitting, misstaling or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose interim financial
statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity”,

The amendments to the definition of material are not expected to have a significant
impact on the company”s financial statements.
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Real-Estate Trade Centers Company K.P.8.C
Kuwait

Notes to the financial statements for the financial vear ended December 31, 2020
Al Amanaiy are i K] Diaar wnless otiensise staied ™

s Impact of the initial application of Covid-19- Related Rent concessions
Amendment to FES 16
In May 2020, the IASB issued Covid-19- Related Rent concessions { Amendment to
[FRS 16) that provides practical relief fo lessees in accounting for rent concessions
occurTing as a direct consequence of Covid-19, by introducing a practical expedient
to IFRS 16. The practical expedient permits a lessce to elect not to assess whether a
Covid=1%-related rent concession is a lepse modification. A lessee that makes this
election shall account for any change in lease payments resulting from the Covid-
19- related rent concession the same way it would account if the change was not a
lease modification as applied in IFRS 16.

The practical expedient applies only to rent concessions occurring as o direct
consequence of Covid-19 and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that
iz substantially the same as, or less than, the consideration [or the lease
immediately preceding the change;

b} Any reduction in lease payvments affects only payments originally due on or
before June 30, 2021{a rent concession meets this conditton if it results in
reduced lease payments on or before June 30, 2021 and increased lease
payments that extend beyond June 30, 2021); and

¢) There is no substantive change to other terms and conditions of the lease.

— According to the above, the management believes that there is no impact for this
amendment on the Anancial statements of the Company.

2/27)  New and amended standards not vet effective, but available for early adoption

The new and amended standards and interpretations those are issued, bul not yet

effective, up to the date of issuance of the Company’s financial statements are
diselosed below:

+« Amendments to LAS 1 — Classification of Liabilities as Current or Non-current
The amendments to IAS | affect only the presentation of liabilities &8 current or
non-cutrent in the statement of financial position and not the amount or timing of
recognition of any asset, liabilily, income or expenses, or the information disclosed
about those items.

The amendments clarify that the classification of liabilities as current or non-current
is hased on rights that are in existence at the end ol the reporting period, specify that
classification is unaffected by expectations about whether an entity will exercise ils
right to defer settlement of a liability, explain that nghts are in existence if
covenants are complied with at the end of the reporting period, and introduce a
definition of “settlement” to make clear that settlement refers to the transfer to the
counterparty of cash, equity instruments, other assels or services.

The amendments are retrospectively effective for annual periods beginning on or
after Jarmary 1, 2023, with carly application permitted,
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Real-Estate Trade Centers Company K.P.5.C

Kuwait

Motes (o the financial statements for the financial year ended December 31, 2020
“AN Apvaumrs are in Kuweip) Dimar arless otberwise srared

* Amendments to IAS 16 - Property, Plant and Equipment - Proceeds before

Intended Use

The amendments prohibit deducting from the cost of an item of property, plant and
equipment any proceeds from selling items produced before that asset is available
for use, i.e. proceeds while bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management.
Consequently, an entity recognizes such sales proceeds and related costs in profit or
foss, The. entity measures the cost of these flems in accordance with TAS 2
“Inventories™.

The amendments also clarify the meaning of “testing whether an asset is functioning
properly”®. LAS 16 now specifies this as assessing whether the technical and physical
performance of the asset is such that it is capable of being used in the production or
supply of goods or services, for rental to others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the financial
statemnenis shall disclose the amounts of proceeds and cost included in profit or loss
that relate to items produced that are not an output of the entity's ordinary activities,
and which line femis) in the statement of comprehensive income include(s) such
proceeds and cost.

The amendments are effective for annual periods beginning on or after January 1,
2022, with early application permitted.

The amendments are applicd retrospectively, but only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be
capable of operating in the manner intended by management on or afier the
beginning of the earliest period presented in the financial statements in which the
entity first applies the amendments,

The entity shall recognize the cumalative effect of initaally applying the
amendments as an adjustment to the opening balance of retained earnings (or other
component of equity, as appropriate) at the beginning of that earliest period
presented.

Other standards whose application s not expected to have an impact on the
Company's financial statements when they become effective as follows:

Effective date Description

January 1, 2023 « [FRS 17 “Insurance Contracts™

Amendments whose o Amendments to IFES 10 and TAS 28 Sale or
effective date not Contribution of Assets between an Investor and its
delermined vel Associate or Joint "l."mELu.rE
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Real-Estate Trade Centers Company K.P.5.C
Kuwait

MNotes to the financial statements for the financial vear ended December 31, 2020
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1.

1)

32)

313)

Significant acconnting policies

Basis of preparation

These financial statements have been prepared in accordance with International
Finaneial Reporting Standards (IFRSs) issued by the International Accounting
Standards Board (IASB), and Interpretations issued by the Intermational Financial
Reporting Interpretation Committee (IFRIC) and the Companics’ law requirements in
State of Kuwait.

Accounting convention

- The financial statements are prepared under the historical cost convention, adjusted
through the revaluation of some assets according to fair value as explained in detail
in the following accounting policics and disclosures,

= The financial siatements are presented m Koawaiti Dinar.

Recognition, initial measurement and derecognition of financial assets and
liahilities

Financial assets and financial liabilities are recognised when the Company becomes a
party 0 the comiractual provisions of the [nancial instrument and are measured
initially at fair value adjusted by directly sttributsble transactions costs, except for
those carried al fair vahee through profit or loss which are measursd initially at fair
value. Subscquent measurement of financial assets and financial liabilities are
described below.

A financial asset (or, where applicable a part of financial asset or part of group of

similar financial assets) is derecognised when:

»  Rights to receive cash flows from the assets have expired;

a  The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation 1o pay the received cash flows in full withow! material delay
to 4 third party under a “pass through” arrangement and either
() The Company has transferred substantially all the risks and rewards of the

assed,
(b) The Company has neither transferred nor retained substantially all risks and
rewards of the asset but has transferred control of the asset,

If the Company recognised the above conditions but retains control, this results
recognition of a new asset to the extent that the Company confinues to participate in
the assel.

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled or expires. When an existing financial lability is replaced by
another from the same lender on substantially different terms, or the lerms of an
existing liahility are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability,
and the difference in the respective camying amounts is recognised in statement of
profit or loss.
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Financial instruments
= Classification of financial assets
The classification 1s based on hoth:
# The entity’s business model for managing the financial asset and
¢ The contractunl cash flow charactenstics of the financial asset.
For the purpose of subsequent measurement, financial assets are classified into the
following catepories upon imtial recogmition:
s  Financial asgets at amortised cost
. Fimancial assets ot fair value through Other Comprehensive Income (FVTOCT)
»  Financial assets at fair value through profit or loss (FVTPL)

At initial recognition, the Company may imevocably designate a financial assct as
measured at FWTPL that otherwise meets the requirements to be measured at
amortised cost or at FYTOCI, if doing so eliminates or significantly reduccs a
measurerment  or recogmition  inconsistency  (accouniing mismatch) that  would
otherwise arise,

At initial recognition, the Company may make an frrevocable election to present in
other comprebensive income subsequent changes in fair value of an equity instrument
that 15 measured at EVTPL, if certmn eriterna ane met.

* Subsequent measurement of financial assets
& Financial assets at amortised cost
Financial assets are measured at amortised cost if the assets meet the following
conditions {and are not designated as FVTPL):

-  They are held within a business model whose objective is to hold the
financial assets and collect its contractual cash flows and

- The contractual terms of the financial assets give rise to cash flows that are
solely payments of prncipal and interest on the principal amount
cutstanding

After initial recognition, these are measurad al amortised cost using the effective
interest rate method, less allowance for impairment, Discounting is omitted
where the effect of discounting is immaterial.

Gains or losses recognized on other comprehensive income will be recycled
through the statement of profit or loss upon derecopnition of the asset (except fu:ur
investmenis in equity instruments at fair value through other comprehensive
InCome).

The following financial essets are classified within this category:

% Cash and cash equivalents
Cash and cash equivalents for the purpose of preparing cash flow statement
comprise cash on hand, balances with banks and other financial instilutions
and short term deposits that arc due within three months from the date of
placemeni.



M

Real-Estate Trade Centers Company K.P.5.C

Kuwait

MNotes to the financial statements for the financial year ended December 31, 2020
“AN Az e (o el Dipar unfess orhoratse srared "

% Receivables
These are non-derivative financial assets with fixed or determinable amounis
to be collected that are not gquoted in an ective market. They arise when the
Company provides goods and services directly 1o debtors with no infention
of trading the receivables.

& Due from related partics
These are non-derivative financial assets with fixed or determinable amounts
to be collected from related parties. They arise when the Company provides
goods, services or'and financial funding directly to the related parties,

The Company shall directly reduce the gross camying amount of a financial asset
when the Company has no reasonable expectations of recovering a financial
assel in its entirety or a portion thereof, A write-off constitutes a derecognition
event.

Financial assets at FVTOCI

At initial rezognition, the Company may make an irrevocable election (on an
ingtrument by instrument basis) to designate an invesiments in  equity
instruments as financial assets at FYTOCI Such designation is not permutted if
the investment is held for trading or if it is contingent consideration recognised
by an acquirer in a business combination.

A financial azset is held for trading if:

- it has been acquired principally for the purpose of selling it in the near term;
ar

-  on initial recognition it is part of a portfolio of identified financial
instruments that the Company manages together and has evidence of a
recent actual patters of short term profit eaming; or

- it is & derivative {except for a derivative that is a financial guarantee contract
or a designeted and effective hedging instrument),

Investments in equity instruments megsured at FVTOCT are initially measured al
fair value plus transaction Costs.

Subsequenily, they arc measured at fair value with gains and losses arising from
changes in fair value recognised in other comprehensive income under “fair
value reserve”. Dividends are recognized in the statement of profit or loss,
except for dividends that constitute redemption of portion of the financial assct’s
cost which then will be recognized in other comprehensive income. LUpon
derecognition, the curmlative gain or loss is transferred o retained eamings
within the statement of changes in equity. The equity instruments at FVTOCL
are not subject to impairment test.

The Company classifies unquoted investments in equity instruments as financial
assets at FVTOCIH in the financial position.
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# Financial assets at FVTFL

Financial assets that do not meet the criteria for measurement at amortised cost
or FYOCI are categorised al fair value through profit and loss. Further,
irrespective of business model financial assets whose contractual cash flows are
nel solely payments of pnncipal and interest are accounted for at FVTPL, All
derivative financial instruments fall into this category, except for those
designated and effective as hedging instruments. The category also contains

investments in equity shares.

Assets in this calegory are measured at fair value with gains or losses recognised
in statement of profit or loss. The fair values of financial assets in this catepory
are determined by reference to active market transactions or using a valuation

technigue where no active market exists,

* [mpairment of financial assets

The adoption of IFRS 9 has significantly changed the calculation methodology of
impairment loss from incurred loss model 1o be in accordance with Expected Credit
Loss model (“ECL™). All financial assets are subject to ECL, except for financial

assets at FVTPL.

Expected Cradit Loss (Y“ECL™)
The measurement of ECL as follows:

(17 12 momth ECL, consist of financial instrumenis that are defermined to have a
low credit sk at the reporting date. Accordingly, the ECL is calculated for the
possible default events over a period of 12 months after the reporting date.

(2) Lifetime ECL, consist of financial instruments financial instruments with a
significant increase in credit nisk since inditial recogmition with objective
evidence of impairment. ECL is calculated for the possible default events over

the lifetime of the financial instrunsent.

The ECL is calculated either on an individual or collective basis depending on the
nature of the underlying portfolio of financial mstruments and represents the
difference between all contractual cash flows that are due to the Company in
accordance with the contract and all the cash flows that the Company expects (o
receive. Then the ECL is discounted at the effective interest rate of the financial

instrument,

The ECL on financial assets are estimated using a provision matrix based on the
Compamy's historical credit loss experience, adjusted for factors that are specific 1o
the debtors, general economic conditions and an assessment of both the current as
well as the forecast direction of conditions at the reporting date, including time

value of money where appropriate.

The Company applied the simplified method on receivables and bank balances for

the caleulation of ECL.

The Company recognizes a boss allowance for ECL by reducing the allowance from
the carrying value of the financial asset that is measured at amortized cost with a
charge to statement of profit or loss. For financial asset measured at FYTOCI, the
allowance is recognized in other comprehensive income without reducing the

carrying amount of the financial asset in the statement of [inancial position.
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Investment properties

Investments properties consist of lands and properties held by the Company for capital
appreciation or rental income. Investment properties are initially stated at cost which
represents the fair value against the consideration given including possession fees for
the investment properties. After preliminary recognitions, the investment properties are
re-measured at fair value as of financial position date based on actual valuation from
independent and registered evaluator. Gains or losses arising on change in [air value
are recognized in the statement of profit or loss,

Property under development

Property under development is recognized at cost in addition to development expenses.
When development process is completed, the property is classified either as
investment property or as property and equipment for the purpose of the Company's
use according to the intention of the management for the future use of these properties,

Property and equipment

Property and equipment are stated at the historical cost less accumulated depreciation.
The recoverable values of property and equipment are reviewed at financial position
date. If the recoverable value of property and equipment decreased from the book
value, the book value is written down to the recoverable value. If the usefil lives are
different from the estimated lives of those assets, then the useful lives are adjusted
prospectively without retroactive effect,

Property and equipment are depreciated on a straight-line method to reduce the cost of
assels 10 their residual value according 10 the following:

Tools and equipment 15% - 20%
Furniture and fxtures 15% = 20%
Intangible assets

Intangible assets represents key money recorded at cost less accumulated amortization
and any accumnulated impairment losses, Intangible assets are amortized on a straight-
line basis over their estimated useful life.

Impairment of tangible and intangible assets

Al each financial position date, the Company reviews the camying amounts of iis
tangible and intangible assets to determine whether there is any indication that these
assets have suffered an impairment loss. If any such indication exists, the impairment
is recorded in the statement of profit or loss. The impairment loss represents the
difference between the carrying value of the asset and the estimated recoverable
amount of the asset. Recoverable amount is the higher of an assct's or cash-generating
unit’s fair value less costs to sell and its valoe in use. Value in use represents the
estimated future cash flows discounted at an appropriate diseount rate.

An impairment loss recognized in prior periods for an asset, other than goodwill, shall
be reversed, if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized The camrying
amount of the asset shall be increased 1o its recoverable amount. Reversal of an
impaimment loss shall not exceed the carrying amount that would have heen
determined (net of amortization or depreciation) had no impairment loss been
recognized for the asset in prior years.,
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Revenue recognition

- ERevenue from rendering services is recognized when the outcome of a transaction
involving that rendering of services can be estimated reliably and when the
following conditions are satisfied:
®  The amount of revenue can be measured reliably,

# [t is probable that the economic benefits associated with the transaction will
flow to the Company.

e  The stapge of completion of the transaction at the financial position date can be
measured reliably,

& The costs incurred for the transaction and the costs to complete the transaction
can be measured reliably.

- Dividend income is recognized when the right to receive payment is established,

- Revenue is recognized for sales when the significant risks and rewards are
transferred to the buver, and no significant uncerainties remain regarding the
derivation of consideration, associated or the possible return of goods.

- (rher categories of income are recogmized when eamed, at the time the related
services are rendered and’ or on the basis of the terms of the contractual agreement
of each activity.

311) Treasury shares

312)

313}

Treasury shares consist of the Company's own shares that have been issued and
subsequently reacquired by the Cmpan;r and not yet reissued, sold or cancelled. Gain
or loss from acquiring, selling, reissuing or cancelling treasury shares is not recognized
in the statement of profit or loss. Proceeds on sale or payments on purchase of treasury
shares are recorded directly under equity. Gain on sale of treasury shares is recognized
scparately in the shareholders” equity under “Gzin on sale of treasury shares”, which is
niot available for distribution. Loss on sale is charged to the same account to the extent
of the available credit balance. Any excess losses are charged to retained earnings then
to reserves, Gains realized subsequently on the sale of treasury shares are first used to
offset any previously recorded losses in the order of reserves, retained eamings and the
pain on sale of treasury shares account. No cash dividends are paid on these shares.
The issue of bonus shares increases the number of treasary shares with the same
percentage and reduces the average cost per share without affecting the total cost of
treasury shares.

Lease liabilities

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption o its shori-term
leases of real estate (i.c., those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase option). It also applies the lease
of low-value assets recognition cxemption to leases that are considered of low value.
Lease payments on short-term leases and leases of low-value assets are recognised as
expense on a straight-line basis over the lease term.

Payables and accruals

These are non-derivative financial liahilitics. Liabilities are recognized for amounts
to be puid in the future for goods or services received/rendered, whether billed by the
supplier or not. Measured at amortized cost.
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Provisions

Provision is recognized when the Company has a present obligation (legal or
eonstructive) as a result of a past event, it is probable that an outflow of the resources
embodying cconomic bencfits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Provisions are revicwed at cach
finaneial positien date and adjusted to reflect the current best estimate.

End of services benefits

End of service benefits for employess is computed as per Kuwait labor law in the
privaie sector and the signed contracts and on the assumption of ending the services of
all employees at the financial position date. This obligation is not funded. The
management expects that based an this method of calculation a ressonable estimate is
made of the obligation of the Company towards employees benefits for past and
current periods.

Foreign currencies translation

The functional currency of the Company is the Kuwaiti Dinar (“KD™). Accordingly,
the financial siatements are presented in KD. Transactions denominated in foreign
cumrencies are translated into KD at the average rates of exchange prevailing during the
year. Monetary assets and liabilitics denominated in foreign currencies are retranslated
inte KD at rates of exchange prevailing at the financial position date. The resultant
exchange differences are taken to the statement of profit or loss,

Mon-monetary assets and liabilities measured at fair value in a foreign currency are
translated to KD at the exchange rates prevailing at the date of determining [air value,
For non-monetary assets where the related change in fair value is recognized directly
in equity, all foreign exchange differences are recognized directly in equity. In
addition, for non-monetary assets where the related change in fair valee is recognized
in the statemnent of profit or loss, all foreign exchange differences are recognized in the
statement of profit or loss.

Taxation

Zakat

The Zakat is computed in accordance with law no. 46/2006 and Ministerial Decree no.
58/2007 related 1o Zakat imposed on the public and closed sharcholding companies for
the year at 1% of net profit before deducting the Company’s provisions and reserves.

National Labor Support Tiax

The Mational Labor Support Tax (“NLST”) is computed in accordance with law no.
19/2000 and Ministerial Decree no. 24/2006 related to the NLST imposed on listed
shareholding companies in Bursa Kuwait for the year at 2.5% of net profit before
deducting he Company’s provisions and reserves.

Kuwait Foundation for Advancement of Sclence _
The comtribution o Kuwait Foundation for Advancement of St.:iq‘n:r; (“KFAS") 13
computed at 1% of net profit afier deducting the current year appropnation to statutory
reserve.,
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Contingencies

Contingent liabilities are not recognized in the financial statements. They are disclosed
unless the possibility of an outflow of resources embodying Economic benefits is
remote. Contingent assets are not recognized but disclosed when an inflow of
economic benefits is probable.

Significant acconnting judgments and estimates and uncertainties

The preparation of financial statements in conformity with IFRS requires the use of
estimates and assumptions that affect the reported balances of assets and liabilities and
disclosures of contingent assets and lishilitics at the date of the financial staterments
and the recorded amounts of revenues and expenses during the vear. Although these
estimates are based on management's best knowledge of current evenis, actual results
may differ for those estimales.

Accounting judgments

The Company has used the following significant judgments and estimates, regardless
of other estimates, upon applying the accounting policies which has significantly
affected the reported amounts in the financial statements.

Classificasion of financial asseis

Management decides on acquisition of financial assets whether it should he classified
at amortized cost, FVTPL or FVTOCL

Classification of financial assets at FVTPL depends on business model and how
management monitors the performance of these financial assets, When they are not
classified as held for trading but have readily available rcliable fair values and the
changes in fair values are reported as part of statement of profit or loss in the
management accourts, they are classified at FYTPL. All other financial assets are
classified at FVTOCL

Classification of property

Upon acquisition of a land, the management classifies the land into one of the
following categories, based on the intention of the management for the use of the land.

- Properties under development
When the intention of the management is to develop a land i order to use, lease or
sell in the future, both the land and the construction costs are classified as
properties under development till the properties are ready for intended use.

= Imvestment propertics
When the intention of the management is to cam rentals from land or hold land for
capital appreciation or if the intention is not determined for land by Company.

Impairment of financial azsets

Management determines the adequacy of the allowance for impairment loss based
upon periodical reviews on individual basis, cument cconomic conditions, past
experience and oiher pertinent factors.
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Lisgful Iives of rangible assels

As described under the significant accounting policies note 3, the Company reviews
the estimated useful lives over which its tanpible assets are deprecisted and amortized,
The Company's management is satisfied that the estimates of useful lives are
appropriaie.

Estimation uncertainty

The key assumptions concerming the future and other key sources of estimation
uncertainty at the financial statements date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and lishilities within the next
financial year are discussed below:

Falwasion of imguared equity imvesimenis

Valuation of unquoted equity instrament is normally based on one of the following:

= Recent arm’s length market transactions

- Fair value of other similar instruments that is substantially the same

- The expected cash flows discounted ab current rotes applicable for items with
similar terms and risk characlenstics,

- Other valuation models,

The determination of the cash flows and discount factors for financial assets requires
significant estimation.

Property and equipment
Machinery,
tools and Furniture
__equipment and fixtures Total
Cost
Balance at January 1, 2020 8,299 46,451 56,780
Balance at December 31, 2020 8,299 48,451 S, TR
Depreciation
Balance at January 1, 2020 8,130 48,461 56,591
Charges for the vear 102 19 {21
Balance at December 31, 2020 8,232 48,480 56,712
Net Book Value
December 31, 2020 67 1 68

December 31, 2019 169 20 189
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Intangible assets

2020 019
Cost
Balance at beginning year 250,000 250,000
Balance at ¢nd of year 250,000 250,000
Amortization
Balance at beginning year 249,999 249,999
Balance at end of vear 249,999 249 5450
Net book value 1 1
Properties under development

2020 2019
Revalued properties under development 10,106,600 L0, 106, 600
Total additions under progress 1,107,022 1,102,162

11,213,622 11,208,762

The properties under development is aimed to establish eguestrian club and related
commercial activities, which 15 constracted oa leased land from the State of Kuwail in
Northem Sabhan for a period of 20 vears stasting from March 11, 2007, During 2006,
the propertics under development had been revalued by independent external evaluator
upon converting the legal form of the Company form limited lizbility company to
Kuwaiti Sharcholding Company (Closed) at the value of KD 10,106,600 whereby an
amount of KD 9,000,000 was considered in-kind capital in accordance with the
Articles of Association and an amount of KD 1,106,600 as revaluation surplus from
properties under development. The surplus is included under shareholders' equity and
not subject 1o distribution 1o shareholders,

The Company obtained revaluations from one independent evaluator as of December
31, 2020 and did not obtain a revaluation from a bank. The lower fair value amount (o
KD 12,500,000, Accerdingly, no indications have been identified for the existence of
impairment in value. The fair value has no effect on the financial statements.

[nvestment properties

2020 2019

Balance at beginning of the year 11,581,619 12,460,000
Change in fair value 134,796 121,619

12,716,415 12,581,619

These investment properties represent the value of lands owned by the Company
located in the Syrian Arab Republic.

The Company obtained revaluation from centified independent evaluator in the Syrian
Arab Republic as =t December 31, 2020 with a fair value amount to
SYP 52,730,000.000 equivalent to KD 12,716,415 that has been recognized in the
financial statements resulting in unrealized gain amount to KD 134,796,
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Financinl assets at fair value through other comprehensive income “FVTOCT”

w2019

Unguoted forcign shares 6,098,315

- 6,098,315

The movement during the year is as follows:

2020 2019

Balance at beginning of the year 6,098,315 6,126,250
Disposals (6,375,600 {20,000)
Change in fair value 277,285 {7.935)

Balance at ending of the vear - f.098,315

During the year, the Company sold investment in ungquoted foreign shares located in
the Syrian Arab Republic for the amount of US Dollar 21,000,000 equivalent to
KD 6,375,600 resulting in a gain amount to KD 422200 which was directly
recognized in retained earnings within the statement of changes in equity. Part of the
halance received by a related party in the Syrian Arab Republic and remaining balance
18 recorded under receivables and other debit balance.

Receivables and other debit balanees

2020 2019

Receivable from sale of financial asset (Note 8) 3,330,254 X
Advances to supplicrs 21,551 21,551
Prepaid expenses 1,269 Q5()
Refundable deposits 11,640 13,140
Others 12 154
3,364,726 35,795

The menagement belicves that the carrying value of receivable and other debit
balances approximates its fair value which is recoverable.

Cash and cash equivalents

2020 2019
Cash at banks 253,411 75232
Petty cash 118 318

553,730 75,350
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Share capital

The extra-ordmary general assembly held on May 23, 2019 has approved the increase
in share capital from KD 13,450,000 to be KD 14,000,000 through the transfer of an
amount of KD 550,000 due to related parties. This increase has been authenticated in
the commercial register in accordance with the approval of Capital Market Authority
and Ministenal memo no. 86 dated June 10, 2019,

The authorized, izsued and fully paid-up share capital of the Company amount to
KD 14,000,000 divided into 140,000,000 shares of fils 100 each. The paid-up share
capital consists of

Mo of
shares
(Share) Value
In-kind shares i, 0, HOD O (WD, DD
Paid-up in cash sharcs S0, 0400, 00 3, (NI (M
140,000,000 14,000,000
Treasury shares
2020 2019
MNumber of treasury shares (shares) 11,250,000 1 0,500,000
Cost of treasury shares (KD) 946,660 911,675
Market value of total shares (KD} 315,006 243,600
Percentage of issuing shares Yol.04 Yi.5
Statutory reserve

In sccordance with the requirements of the Companies’ Law and the Company’s
articles of association, 10% of annual profit to be transferred to the statutory reserve.
The sharcholders may discontinue such transfer when the reserve reaches 50% of share
capital, This reserve is not available for distribution except in cases stipulated by law
and the Company’s articles of association.

Voluntary reserve

As required by the Company’s articles of association, a percentage of annual profit 1o
be transferred to voluntary reserve, Such transfer may be discontinued by the approval
of general assembly based on the recommendation of board of directors,

Transactions with related parties

Related partics ordinarly comprise shareholders, directors, executive officers and
senior management members of the Company, their families and companies of which
they are the principal owners or over which they are able to exercise significant
influence. The Company's management decides on the terms and conditions of the
transactions and services receivedrendered fromfto related parties besides other
expenscs. Amounts due fram/to related parties are interest free,
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The balanices and signi ficant transactions with related parties consist of:

0 2019
Statement of financial position
Due from a related party 2.457,.201 -
Due to related parties 0,312,921 6,273,341

Due from a related party resulted from the received amount on sale of financial asset
(Mote 8).

The due to related parties has been classified under non-current liabilities based on
confirmation in wniting that the payment will not be called within the next 12 months
from the date of financial position. The related parties provide funding to the Company
to meet settle its liabilitics and expenses.

2020 2019
Statement of profit or loss
Liabilities no longer required to a related party - 36,067
2020 2019
Transactions
Due to related party transferred to share capital & 250,000
Payables and accrued expenses
w0 2019
Retention payable 19,308 19,308
Contribution to Kuwait Foundation for the
Advancement of Scicnce and Falal 153 332 148,115
National Labor Support Tax 17,423 5,323
Accrued expenses and other liabilities 188,636 218,150
378,699 391,138
General and administrative expenses
20024 2019
Printing and stationery 131 262
Rent 16,200 17,580
Fees and subscriptions 15,826 36,619
Advertising and promotion 465 678
Bank charges 527 183
Legal and professional fees 3,750 4,250
Other expenses 1,954 b86

18,943 80,258
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18-  Earnings per share

Earnings per share is calculated by dividing net profit for the vear by the weighted
average nuimber of ordinary shares outstanding less weighted average during the year

as Tollows:

2020 2019
Met profit fior the vear 33,757 22534
Weighted average number of ordinary shares
outsianding during the year (shares) 129,104,590 129,500,000
Eamings per share (fils) .26 0.17

19-  Segment information

a) The Company's different divisions are considered one operating segment as the
operatons of those divisions are inter-rélated and of similar nature. Segment

information is based on the geographic regions.

b) The assets, liabilities and equity of the Company are distributed over the following

genpraphical regions:

2020 2018
Assets Assels

State of Kuwait 14,250,004 11,320,297
Syrian Arab Republic 16,046,665 18,679,034
30,305,763 30,004,231
2020 2019

Liabilities Lizhilities

and equity  and equity
State of Kuwait 30,305,763 29 855,316
Syrian Arab Republic - 144,915
30,305,763 30,000,231

¢} The geographic distribution for the main activities of the Company are as follows:

December 31, 2020
State of Syrian Arab
Kuwait Republic Total
Ingome 715 134,706 135,511
Expenses and other charpes (101,754) = {101,754)
(101,039) 134,796 33,757
Docember 31, 2019
State of Syrian Arab
Kuwait Republic Total
Income 16,067 121,619 157,686
Expenses and other charges (135,152} - (135,152)
(S 0R5) 121,619 22534
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A)

Creneral assembly

As of June 29, 2020 the ordinary general assembly for the year ended December
31, 2019 has been beld and approved the following:

- Financial statements for the year ended December 31, 2019,
—  No dividend distribution to sharcholders;
- No payment of remuneration to the board of directors.

Legal case

There is 2 verdict agninst the Company in [avor of a local company for the amount of
KD 105 thousand in addition to the legal interest, The court of cassation ceased the
implementation of the verdict until final conclusion achieved, This verdiel does nod
have negative effect on the Anancial position of the Company.

Capital commitments

The Company had capital commitments as of December 31, 2020 against propeny
under development amount to approximately KD 900,000 (2019 KD S900,000],

Financial instruments and risks management

Financial instruments:

Significant accounting policies
Details of the significant accounting policies, including the criteria for measurement

and recognition of revenue and expenses, in respect of each class of financial asscts
and liabilitics, are disclosed in note (3) to the financial statements.

Categories of financial instroments

The Company's financial assets and financial labilities are categorized in the
statement of financial position consist of cash and cash equivalents, receivables and
ather debit balance, financial assets at FVTOCI, payables and other credit balances
and due from o related parties.

Fair value of financial instruments

Eair value is defined as the amount at which the instrument could be exchanged in a
current transaction between knowledgesble willing parties in an arm's length
transaction, other than in force or liquidation sale. The Company used recognized
assumptions and methods 1o estimate the fair value of the financial instruments. The
fair value of fnancial assets and financial liabilities are determined as follows:

s The fair value of financial assets and financial liabilities with standard terms and
conditions and trade on active liquid markets is determined with reference to
quoted market prices.

» The fair value of other financial assets and financial liabilities (excluding derivative
instruments) is determined in accordance with generally aceepted pricing models
based on discounted cash flow analysis using prices from ohservable current
market transactions and dealer quotes for similar financial instruments.

e The fair values of financial instruments camied at amortized cost are not
significantly different from their carrying values.
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Fair value measuroments recognized in the statement of financial position

Financial assets and liabilities measured at fair value in the statement of financial
position are determined in accordance with the fair value hierarchy. This hierarchy
groups financial assets and liabilities into three levels based on the significance of
inputs used in measuring the fair value of the financial assets and financial lHabilities.

The fair value hicrarchy has the following levels:

e Level 1: guoted prices (unadjusted) in active markets for identical assets or
hahilities;

« Level 2: inputs other than quoted prices included within Level | that are observable
for the asset or lighilities, either directly (f.e. as prices) or indirectly (i.e. derived
from prices); and

o Level 3: inputs for the assets or lighilities that are not based on observable market
data (unobservable inputs).

The level within which the financial asset or liability is classified is determined based
on the lowest level of significant inpats 1o the fair value messurement.

2020 2019

Financial assets at FVTOCT
Level 2 - 6,008,315
6,098,313

Financial risks management

The Company uses financial mstruments, which exposes it to a variety of fnancial
risks such as credit risks, market risks, liquidity risks and cash flow interest rate risks.
The management of the Company continuously reviews its risk exposures to minimize
the risks to acceptable levels.

The Board of Directors provides written principles for overall risk management, as
well as written policies covering specific areas, such as foreign exchange risks, intorest
rate risks, credit risks and investment of excess liquidity,

The significant risks that the Company is exposed to are discussed below:

s Market risks
Market risk results from the fluctuation of i1s components such as equily prices,
interest rates and foreign currency rates. Mansgement evaluates these risks
periodically in order to minimize its cffects on the Company's financial
instruments,

Foreign currency risks

Foreign currency risks arise from transactions in foreign currencies other than the
functional currency of the Company. The Company manages these risks by sctting
policy parameters on transactions in foreign currencies.
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The table below summarizes the net effect on the Company's profit and loss and

equity as a result of estimated changes in foreign currency rates of major curencies
handled by the Company, with all other variables held constant:

December 31, 2020
Change in Net effect on Net effect on
Currency currency rate profit or loss equity
U35 Dollar () 2% (£) 254,328 H

December 31, 2019
Change in currency Met effect on Net effect on

Currency __rmate profif or loss aquity
LS Dallar () 2% (£) 251,632 (£)121,566
Cask fTow Inferest rale Fisks

Intorest rate risks arize from fluctuation in interest rates associated with assets and
liabilities exposing the Company’s profit or loss and operating cash flows
substantially to changes,

The Company analysis it’s interest rate exposure on a dynamic basis to minimize
the =significant undesirable future cash flow effects.

Currently, the Company is pot significantly exposed to interest rate risk, since there
are o floating interest-bearing assets and liabilities as at reporting date.

Equity price risks
Equity price risk is the risk that the fair values of equity securities decrease as a
result of the changes in the level of equity indices and the value of the individual

stocks. Equity price risk arises from changes in the fair values of equity investments
and other managed investments.

Assuming the equity prices changed by (&) §%, the effect on equity would, with all
variables held constant, Nil (2019; () KD 304,615).

o Credit risks _ _
Credit risk is the risk that one parly to a financial instrument will fail to discharge
an obligation causing the other party to incur a financial loss. Financial assets,
which potentially subject the Company to credit risk, consist principally of bank
balances and receivables. The cash deposited at local banks, The receivables are
presented net of allowance for expected credit loss, if any.

s Liquidity risks o
Liquidity rigk is the rigk that the Company will be unable to meet its obligations
when dee. To minimize liguidity risk, management monitors liquidity periodically
by forecasting future cash flow.
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The maturity of habilities staled below based on the pericd from the financial
position date to the contractual maturity date. In case the liabilities do not have a
contractual maturity date, the maturity is based on management’s estimate for
liquidating assets to settle liabilities:

December 31, 2020
Within® Maore than
1 year 1 vear Total
Payables and accrued
EXPENSES 378,600 178,699
Due to related parties - 6,312,921 6,312,921
End of service benefits - 33,7M 33,791
J78,699 6,346,712 6,725,411
December 31, 2019
Within® Wore than
| year | year Total
Pavables and acerued
EXPEnsES 391,138 - 391,138
Due to related parties - 6,273,841 6,273,841
End of service benefits - 30,957 30,957
391,138 &, 304, 798 6,695,036

I4- Capital risk management
The boards of director’s objectives in managing the capital are:

¢ To safeguard the Company ability to contimie as a going concemn to be able 1o
provide retums to shareholders and benefits (o other beneficiaries.

« To maintain optimal returns to shareholders by pricing products and services
commensurately with risk level.

The Company determines share capital that is adequate for risks, manages its capital
structure and adjusts it in the light of changes in economic conditions and the nsk
characteristics of the underlying asscts. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to shareholders, issue
new shares or sell assets to reduce debt.
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Significant evenis

The outbreak of coronavims (“COVID-19") pandemic across the globe has caused
disruption o business and cconomic activities and uncertainties in the global economic
environment. Management assessed the impact of the pandemic on the significant
estimates and judgments applied by them in arriving at the Company's reported
amounts of finaneial and non-financial assets as of December 31, 2020,

Based on Management's assessment, it believes that the Company has the required
liquidity and plans 10 settle its curvent liabilities. Also, the pandemic has affected the
business of the Company and its results, which is represenied by decrease in revenue
and eventually had an effect on net profit or loss, The financial stalements reflect the
effect resulting from the pandemic in sceordance with the requirements of TFRSs.

The management is continuously revising their assumptions, estimates and judgments
and monitoring the liguidity position according (0 emerging events,



