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1 AS N aalisey alall (5l sl il
%24 17,312,202 21,514,598 Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
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%25 35.07 43.70
) Basic & Diluted Earnings per Share
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Statement

2018-12-31 2019-12-31
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%217 3,163,564 10,014,259 Net. Profit (Loss) represents the amount
attributable to the owners of the parent
Company
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21 6.37 20.30

%219 Basic & Diluted Earnings per Share
Al all byt Mas

11,358 11, 125 : p
%(2) :£66 1,310, Total Operating Revenue
bl (5 jludll) )l il

9 6,954,126 6,631,657 . .
%(5) Net Operating Profit (Loss)

e Not Applicable for first Quarter
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e Gain from sale of property and equipment.
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7,814,245
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258,040
13,998,693
5,071,292
8,352,038
211,560,563
72,065,411

321,420,282

435,317
26,431,698
28,179,918

113,989,034

169,035,967

51,272,341
35,055,163
(5,168,630)
2,240,412
30,280,511
20,489,290
26,295,026
(172,021)

(10,593,567)

bl

149,698,475
2,685,840

152,384,315

321,420,282

2019
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6,744,193
285,816
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917,783
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31,216,063
29,927,962
138,657,358
3,237,005
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35,055,163
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30,280,511
20,489,290
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
SALHIA REAL ESTATE COMPANY K.S.C.P.

Report on the Audit of the Consolidated Financial Statements

Opirnion

We have audited the consolidated financial statements of the Salhia Real Estate Company K.S.C.P. (the
“Parent Company”) and its subsidiaries (collectively “the Group™), which comprise the consolidated
statement of financial position as at 31 December 2019, and the consolidated statement of 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 2019, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

Busis 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 Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), and we have fuifilled our other ethical responsibilities
in accordance with the IJESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

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. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

Impairment of properties

Properties in the consolidated statement of financial position include investment properties, and certain frechold
land and buildings classified under property and equipment. Apart from lands which are measured at costs,
these properties are measured at cost less accumulated depreciation and impairment, if any, and constitutes

significant portion of the Group’s total assets as at the reporting date.

A member firm of Ernst & Young Globai Limited
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF SALHIA REAL ESTATE
COMPANY K.S.C.P. (continned)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Impairment of properties (continued)

The management of the Group is determining the fair value of its properties, for disclosure and impairment
testing purposes, at the reporting date and uses external appraisers to support these valuations. The valuation
of the propertics is highly dependent on estimates and assumptions such as rental value, occupancy rates,
discount rates, market knowledge and historical transactions. Further, the disclosures relating to the
assumptions are relevant, given the estimation uncertainty and sensitivity of the valuations. Given the size and
complexity of the valuation of properties and the importance of the disclosures relating to the assumptions used
in the valuation, we considered this as a key audit matter,

Our audit procedures included, amongst others, evaluating the assumptions and methodologies used by the
Group, and considered the independence, reputation and capabilities of its external valuators. We also evaluated
the accuracy of the data inputs used by the external evaluator. We also assessed the appropriateness of the
disclosures relating to the investment properties of the Group in Note 10 of the consolidated financial
statements.

Other information included in the Group's 2019 Annual Report

Management is responsible for the other information. Other information consists of the information included
in Group’s 2019 Annual Report, other than the consolidated financial statements and our auditor’s report
thereon. We obtained the report of the Parent Company’s Board of Directors, prior to the date of our auditor’s
report, and we expect to obtain the remaining sections of the Group’s 2019 Annual Report after the date of our

auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we do not and
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 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. If, based on the work we have performed on the other information that we obtained prior
to the date of this auditor’s report, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

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

OF €1TOr.

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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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF SALHIA REAL ESTATE
COMPANY K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Siatemenis {continued)

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 ISAs 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
scepticism 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 js 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 achicves fair presentation.

¢ 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 statements. 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.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF SALHIA REAL ESTATE
COMPANY K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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.

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.! of
2016, as amended, and its executive regulations, as amended 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.l of 2016, as amended, and its executive
regulations, as amended, nor of the Parent Company’s Memorandum of Incorporation and Articles of
Association have occurred during the year ended 31 December 2019 that might have had a material effect on

the business of the Parent Company or on its financial position.

\

BADER A. AL-ABDULJADER

OUNG
IéngNCE NO.207 A EV ERNST &YOUNG

AL AIBAN, AL OSAIMI & PARTNERS

12 February 2020
Kuwait



Salhia Real Estate Company K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2019

2019 2018
Notes KD KD

ASSETS
Cash and bank balances 5 6,617,854 7,814,245
Fixed deposits 6,744,193 2,300,000
Inventories 285,816 258,040
Accounts receivable and other assets 7 12,124,081 13,998,693
Financial assets at fair value through other comprehensive income 8 5,937,553 5,071,292
Interest in joint venture 9 16,606,712 8,352,038
Investment properties 10 259,963,689 211,560,563
Property and equipment 11 65,811,421 72,065,411
Right-of-use assets 917,783 -
TOTAL ASSETS 369,009,102 321,420,282
LIABILAITIES AND EQUITY
LIABILITIES
Due to banks and financial institution . 435,317
Accounts payable and other liabilities 12 31,216,003 26,431,698
Commercial financing 13 29,927,962 28,179,918
Islamic financing 14 138,657,358 113,989,034
Lease Liabilities 3,237,095
TOTAL LIABILITIES 203,038,478 169,035,967
EQUITY
Share capital 15 51,272,341 51,272,341
Share premiom 35,055,163 35,055,163
Treasury shares 16 (5,194,386) (5,168,680)
Treasury shares reserve 2,872,702 2,240,412
Statutory reserve 17 30,280,511 30,280,511
Voluntary reserve 17 20,489,290 20,489,290
Retained earnings 37,939,197 26,295,026
Fair value reserve 694,240 (172,021)
Foreign currency translation reserve (10,107.119) (10,593,567)
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE

PARENT COMPANY 163,301,939 149,698,475
Non-controlling interests 2,668,685 2,685,840
TOTAL EQUITY 165,970,624 152,384,315
TOTAL LIABILITIES AND EQUITY 369,009,102 321,420,282

FaisalAbdulmohsery Al-Khatrash
Vice Chairman

The attached notes 1 to 26 form part of these consolidated financial statements.
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