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. Company Name

i The Commercial Real Estate Co. K.PS.C

| Select from the llst “20217—12—31

Board of Directors Meetmg Date | 2022-0 3-14

1

l Requn‘ed Documents

| Approved financial statements.

, Approved auditor's report

i This form shall not be deemed to be complete unless
the documents mentioned above are provided
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Statement

Net Profit (Loss) represents the amount

' Basic & Diluted Earnings per Share

A8 adlusay palall (5 sl o)) ils |

attributable to the owners of the parent Company
; A2 all p Lusle) aguadl (55lad) Apmy ]

Al sl Y1 sy |

Al (5 sl ol ila |

i |

| %526.35 (621,837) ! (3,894,903)

Eeiiaadielie Skl i S

f % 511.43 (0.35) ! (2,14)

5 Fros

| 47 4 | 875

B il = __6’3 5’425 s : _9’227' s | Total Operating Revenue
‘ %70.71 4,287,509 | 7,319,345

- Net Operating Profit (Loss)

- Increase net profit from operating activities including
increase profit from sale lands and properties held for
| trading in year 2021.

- Decrease change in fair value for investment properties.
- Increase net profit from investments.

- Decrease finance cost

- Increase provision & impairment

- Other expenses.
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Independent Auditor’s Report to the Shareholders of Commercial Real Estate Company K.P.S.C.

State of Kuwait
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Commercial Real Estate Company K.P.S.C (the “Company”)
and its subsidiaries (“the Group”), which comprise the consolidated statement of financial position as at 31 December
2021, and the consolidated statement income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2021, its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the “Auditor’s Responsibilities for the Audit of the Financial Statements” section of
our report. We are independent of the Group in accordance with the International’ Code of Ethics for Professional
Accountants (including International Independence Standards) (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 32 of the consolidated financial statements, which describes the effects of a cyber incident
that occurred during the period that resulted in a loss of KD 4.428 Million to the Group and action taken by management
in relation to this incident. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. The following are the key audit matters identified and how we addressed them in our audit.

Valuation of Investment Properties

The Group’s investment properties portfolio is carried at KD 373,878,195 in the consolidated statement of financial
position and the net fair value loss recorded in the consolidated statement of profit or loss is KD 4,249,875.

The determination of the fair value of these investment properties is based on internal and external valuations using
discounted cash flows over the Group’s estimated holding period, income capitalization method and the sales
comparable approach for the respective asset. The Group’s discounted future cash flows analysis and the assessment
of expected remaining holding period and income projections on the existing operating assets requires management
to make significant estimates and assumptions related to future occupancy levels, growth rates, rental rates and
discount rates. Consequently, the valuation of investment properties is a key audit matter due to the significant
judgments applied and estimates made. In addition, the existence of significant estimation uncertainty warrants specific
audit focus in this area as any bias or error in determining the fair value could lead to a material misstatement in the
consolidated financial statements.

In the event that the fair value of a real estate asset is higher or lower than its carrying amount, the Group will recognize
a fair value adjustment in its consolidated statement of profit or loss.



Deloitte.

Independent Auditor’s Report to the Shareholders of Commercial Real Estate Company K.P.S.C. (continued)

State of Kuwait
Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)

Valuation of Investment Properties (continued)
Our audit procedures included the following:

e We evaluated the design and implementation of relevant controls related to the valuation of investment
properties.

e We assessed the valuer’s competence and capabilities and read their terms of engagement with the Group to
determine that the scope of their work was sufficient for audit purposes.

e We agreed the total valuation in the valuer’s report to the amount reported in the consolidated statement of
financial position.

e We tested the data inputs underpinning the investment property valuation for a sample of properties, including
lease income, by agreeing them to supporting documentation to assess the reliability, completeness and accuracy
of the underlying data.

e We also compared a sample of the valuations to our independently formed market expectations and challenged
any differences.

e Where we identified estimates that were outside acceptable parameters, we discussed these with the valuers and
management to understand the rationale behind the estimates made.

e  We reperformed the arithmetical accuracy of the determination of recoverable amounts.

e We assessed the disclosures made in the consolidated financial statements against the requirements of IFRSs.

Other Information

Management is responsible for the other information. The other information comprises all information included in the
annual report other than the consolidated financial statements and our auditor’s report thereon. The annual report for
the year 2021 is expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1SAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

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

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

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

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

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

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statement. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate 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 internal control that we identify during
our audit.

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

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s Board of directors relating to
these consolidated financial statements, are in accordance therewith. We further report that we obtained all the
information and explanations that we required for the purpose of our audit and that the consolidated financial
statements incorporate all information that is required by the Companies Law No. 1 of 2016 and its Executive
Regulations, as amended, and by the Parent Company's Memorandum of Incorporation and Articles of Association, as
amended, that an inventory was duly carried out; and that, to the best of our knowledge and belief, no violations of
the Companies Law No 1 of 2016 and its Executive Regulations, as amended, or of the Parent Company’s Memorandum
of Incorporation and Articles of Association, as amended, have occurred during the financial year ended 31 December
2021 that might have had a material effect on the business of the Group or on its consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any material violations of the
provisions of Law No. 7 of 2010, concerning the Capital Markets Authority and its related regulations, as amended,
during the fina a¢ ended 31 December 2021, that might have had a material effect on the business of the Group
cial position.

License No. 62A
Deloitte & Touche - Al Wazzan & Co.

Kuwait, 14 March 2022
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Consolidated Statement of Financial Position as at 31 December 2021
(All amounts are in Kuwaiti Dinar)

Notes 2021 2020
Assets
Non-current assets
Property, plant and equipment 5 22,857,758 23,051,858
Investment property 6 373,878,195 377,533,432
Investments in associates 7 40,968,845 44,180,790
Investments at FVOCI 8 34,656,140 36,977,195
472,360,938 481,743,275
Current assets
Land and properties held for trading 9 13,350,610 13,544,514
Investments at fair value through profit or loss 10 23,333,386 20,469,828
Receivables and other debit balances 11 18,915,708 16,247,336
Cash and cash equivalents 12 9,324,434 4,673,975
64,924,138 54,935,653
Total assets 537,285,076 536,678,928
Equity and liabilities
Equity attributable to the shareholders of the Parent Company
Share capital 13 184,069,975 184,069,975
Share premium 1,308,384 1,308,384
Treasury shares 14 (6,796,105) (7,953,856)
Statutory reserve 15 39,876,386 38,548,936
Voluntary reserve 16 29,296,785 28,633,000
Other reserve 17 6,618,827 5,352,836
Retained earnings 35,333,955 32,780,423
Total equity attributable to shareholders of the Parent Company 289,708,207 282,739,758
Non-controlling interests 23,197,194 23,437,954
Total equity 312,905,401 306,177,712
Liabilities
Non-current liabilities
Employees’ end of service indemnity 953,212 1,009,453
Lease liabilities 6 2,443,452 2,543,501
Financing from third party 18 189,710,320 192,896,791
193,106,984 196,449,745
Current liabilities
Payables and other credit balances 19 16,773,074 15,373,452
Financing from third party 18 14,499,617 18,678,019
31,272,691 34,051,471
Total liabilities 224,379,675 230,501,216
Total equity and liabilities 537,285,076 536,678,928

The accompanying notes form an integral part of this consolidated financial statements.
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Abdul Fatah M.R. Marafie Adwan M, Al-Adwani
Chairman Vice Chairman
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(All amounts are in Kuwaiti Dinar)

Income

Rental income of investment properties and hotel’s revenue
Operating expenses

Gain on sale of land and properties held for trading

Net income from operating activities

Change in fair value for investment properties

(Impairment)/ reversal of land and real estate held for trading

Share in associates’ results
Gain from investments
Other income

Total income

Expenses and other charges
Staff costs

Expenses and other charges
Finance costs

Provisions and impairment
Other expenses

Total expenses

Net profit before deductions

Kuwait Foundation for the Advancement of Sciences (KFAS)
National Labor Support Tax (NLST)

Zakat Expense

Key management remuneration

Net profit for the year

Distributed as follows:

Shareholders of the Parent Company

Non-controlling interests

Earnings per share for Parent Company's shareholders (fils)

The accompanying notes form an integral part of this consolidated financial statements.

Notes

20
20
22

21

23
32

24

2021 2020
25,259,459 20,515,077
(6,682,681) (7,150,094)
16,568,150 43,373
35,144,928 13,408,356
(4,249,875) (637,567)

(436,265) 326
(632,934) (1,021,476)
1,891,668 159,770
120,106 210,258
31,837,628 12,119,667
(2,533,762) (1,702,599)
(1,083,496) (897,941)
(5,504,145) (6,427,783)
(4,819,691) (799,763)
(4,428,000) 2

(18,369,094) (9,828,086)

13,468,534 2,291,581
(90,578) :
(388,792) (53,301)
(129,901) -
(128,000) -
12,731,263 2,238,280
12,537,227 1,005,374
194,036 1,232,906
12,731,263 2,238,280
7.08 0.56




