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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P.

Report on the Audit of Consolidated Financial Statements

Qualified Opinion

We have audited the consolidated financial statements of Sokouk Holding 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 2024, and the consolidated
statement of profit or loss, 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 of material accounting policies.

In our opinion, except for the possible effects of the matter described in the “Basis Jor Qualified
Opinion” section of our report, the accompanying consolidated financial statements present
fairly, in all material respects, the consolidated financial position of the Group as at 31 December
2024, and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with IFRS Accounting Standards as issued by the International
Accounting Standards Board (IASB).

Basis for Qualified Opinion

As described in Note 17 and Note 23 to the consolidated financial statements, under Gulf Real
Estate Development House Company K.S.C. (Closed) (the “subsidiary”), Islamic finance payables
of KD 21,000,000 (2023: KD 21,000,000) and the finance cost of KD 4,042,500 (2023:
KD 2,940,000) are secured by a first charge over certain of the subsidiary’s land and buildings (the
“leased property”) with a carrying value of KD 25,042,500 as at 31 December 2024 (2023:
KD 26,368,240).

Following a claim to handover the leased property to the lender in 2021 and throughout the legal
dispute and proceeding between the lender and the subsidiary, on 17 May 2023, the Court of
Appeal ruled in favor of the subsidiary that the property remains a pledge against the Islamic
finance payable; therefore, the ownership of the property remains with the subsidiary.
Furthermore, with respect to the joint guarantee contract with the Parent Company towards the
debt obligation, the Court of Appeal, ruled a final decision that the contract is void; accordingly,
the Parent Company has no contractual obligation towards the Islamic finance payables.

However, on 24 January 2024, the lender appealed against the decision in the Court of Cassation
and filed a motion to suspend the execution procedures. The court hearing was assigned on 20
May 2024 to further deliberate on the matter but was cancelled by the court and next hearing date
is yet to be scheduled. Based on legal advice received from the external legal counsel, the appeal
in cassation may take one to two years from the date of filing for the court to render a decision.
Furthermore, during the year, the lender filed a new case against the Parent Company and the
subsidiary claiming the Islamic finance payables amounting to KD 21,000,000 with 5.25% profit.
On 9 February 2025, the Court of First Instance rejected the case and no further legal action was
taken by the lender as of the date of issuance of the audit report.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Basis for Qualified Opinion (continued)

Considering the range of possible outcomes of the Judicial process, we were unable to obtain
sufficient appropriate evidence at this stage to assess whether the Group continues to have
ownership rights or the right to benefit from the recognised leased property and if the liabilities to
which the arrangement applies represent the actual obligations of the Group at the reporting date.
Consequently, we were unable to determine whether any adjustments to these amounts were
necessary to the consolidated financial statements.

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 Standard Board for Accountants’ 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 qualified opinion.

Key Audit Matter

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.

In addition to the matter(s) described in the Basis Jor Qualified Opinion section or Material
Uncertainty Related to Going Concern section, we have determined the matters described below
to be the key audit matters to be communicated in our report. 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matter (continued)

Umpairment of investment in associates

Investment in associates are accounted for using the equity method of accounting. After
application of the equity method, the Group determines whether there exists an objective
evidence to recognise an impairment loss on its investment in associate based on the difference
between the recoverable amount of the associate and its carrying value. The recoverable value
of the material associates is determined based on the value-in-use, which is mainly derived from
the underlying right-of-use asset. The valuation of these underlying right-of-use asset was
determined based on a value-in-use calculation, which is highly dependent on estimates and
assumptions such as average room rate, revenue per available room, occupancy rate and discount
rates.

The share of results from the associates are significant to the Group and reflects the Group’s
share of results of operations of the associates based on financial information of the associates.
Given the significant judgment involved in determining the recoverable amount of the
investment in associates, the materiality of the share of results and the carrying values of the
Group’s investment in associates to overall consolidated financial statements of the Group, we
have considered this as a key audit matter.

As part of our audit procedures, we assessed whether the management has identified any
indications of impairment in its investees, including significant adverse changes in economy,
market, legal environment, industry or the political environment affecting the investees business
also considering any changes in the investee’s financial condition. . Further, to assess impairment
of the carrying value of associates which are based on the recoverable value of the underlying
right-of-use asset, audit procedures were performed at the Group level. We evaluated the
accuracy of the property data considered by the Group which are used as input for the purpose
of valuation. We further evaluated the management’s sensitivity analysis to ascertain the impact
of reasonably possible changes to key assumptions. We assessed reasonableness of the key
assumptions and related estimation uncertainty.

Our internal specialists were part of our audit team and assisted with the audit of the impairment
testing of the right-of-use asset, including the assumptions and estimates used. Summarised
financial information of the associates, and reconciliation to the carrying amount of the
investment in the consolidated financial statements are set out in Note 9 to the consolidated
financial statements.

Other information included in the Group’s 2024 Annual Report

Management is responsible for the other information. Other information consists of the
information included in the Group’s 2024 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 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.

3
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Other information included in the Group’s 2024 Annual Report (continued)

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information 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.

As described in the Basis for Qualified Opinion section above, we were unable to obtain sufficient
appropriate audit evidence about the ultimate outcome of the ongoing dispute with the lender and
its impact on the amounts of assets and liabilities stated in the consolidated financial statements.
Accordingly, we are unable to conclude whether or not the other information is materially
misstated with respect to this matter.

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 IFRS Accounting Standards as issued by the IASB, 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.

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 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.

4
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

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

» 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.

» Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Group as a basis for forming
an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for purposes 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, actions taken to eliminate threats or safeguards applied.

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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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of accounts 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, except for the possible effects of the matter described
in the Basis for Qualified Opinion section of our report, 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, as
amended, 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, as amended, 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
year ended 31 December 2024 that might have had a material effect on the business of the Parent
Company or on its financial position.

We further report that, during the course of our audit, except for the possible effects of the matter
described in the Basis for Qualified Opinion section of our report, we have not become aware of
any material violations of the provisions of Law No. 7 of 2010 concerning establishment of Capital
Markets Authority “CMA” and organisation of security activity and its executive regulations, as
amended, during the year ended 31 December 2024 that might have had a material effect on the
business of the Parent Company or on its financial position.

ABDULKARIM ALSAMDAN
LICENCE NO. 208 A

EY

AL AIBAN, AL OSAIMI & PARTNERS

4 March 2025
Kuwait



Sokouk Holding Company K.S.C.P. and its Subsidiaries .

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2024

Notes
Hospitality income
Hospitality costs
Net hospitality income
Net rental income from investment properties 4

Share of results of associates 9
Management fees

Net foreign exchange differences

Other income

Staff costs

Administrative expenses

Depreciation of right-of-use assets 10
Reversal of impairment of right-of-use assets 10
Net reversal for expected credit losses

Change in fair value of investment properties 7
Finance costs on debts and borrowings

Finance costs on lease liabilities 18

PROFIT BEFORE TAX AND DIRECTORS’ REMUNERATION

Taxation 10
NLST

Zakat

Directors’ remuneration

PROFIT FOR THE YEAR
Attributable to:

Equity holders of the Parent Company
Non-controlling interests

BASIC AND DILUTED EARNING PER SHARE
ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT
COMPANY 3

The attached notes 1 to 23 form part of these consolidated financial statements.

2024 2023
KD KD
4,486,313 4,084,473
(2,275,939) (2,156,129)
2,210,374 1,928,344
449,957 464,646
3,060,391 4,765,559
71,233 71,514
369 (5
156,435 27,466
5,948,759 7,257,524
(801,719) (734,498)
(779,083) (659,326)
(95,249) (94,575)
11,227 9,107
82,218 12,883
195,000 28,000
(1,102,500) (1,136,314)
(30,485) (7,483)
3,428,168 4,675,318
(179,034) (39.483)
(45,022) (43,944)
(18,034) (17,327)
(10,000) (10,000)
3,176,078 4,564,564
3,206,646 4,622,954
(30,568) (58.390)
3,176,078 4,564,564
5.61 fils 8.09 fils

7



Sokouk Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2024

PROFIT FOR THE YEAR

Other comprehensive loss

Other comprehensive loss to be reclassified to profit or loss in
subsequent periods:

Exchange difference on translation of foreign operations

Share of other comprehensive loss of associates

Net other comprehensive loss that may be reclassified to profit
or loss in subsequent periods

Other comprehensive income (loss) that will not to be reclassified to
profit or loss in subsequent periods

Net gain (loss) on equity instruments designated at FVOCI

Share of other comprehensive income of associates

Other comprehensive income (loss) that will not to be reclassified
to profit or loss in subsequent periods

Other comprehensive loss for the year
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Attributable to:

Equity holders of the Parent Company
Non-controlling interests

2024 2023
Note KD KD

3,176,078 4,564,564
9 2,102 2,010
9 (77,855) (11,312)
(75,753) (9,302)
22 30,905 (63,034)
9 - 48,538
30,905 (14,496)
(44,848) (23,798)
3,131,230 4,540,766
3,161,798 4,599,156
(30,568) (58,390)
3,131,230 4,540,766

The attached notes 1 to 23 form part of these consolidated financial statements.
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Sokouk Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2024

ASSETS

Cash and cash equivalents

Inventories

Accounts receivable and prepayments

Investment properties

Financial assets at fair value through other comprehensive income
Investment in associates

Right-of-use assets

Property and equipment

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY

Share capital

Statutory reserve

Treasury shares

Effect of changes in other comprehensive income of associates
Foreign currency translation reserve

Fair value reserve

Other reserve

Accumulated losses

Equity attributable to equity holders of the Parent Company
Non-controlling interests

Total equity

LIABILITIES

Islamic finance payables

Accounts payable and accruals
Employees’ end of service benefits

Total liabilities

TOTAL EQUITY AND LIABILITIES

S\ )

ABdul Latif Mohamed Al-Othman
Vice Chairman

The attached notes 1 to 23 form part of these consolidated financial statements, N

Notes

Ve 2o

——
—

13
14
16

17
18

2024 2023
KD KD
10,693,448 3,235,826

49,081 61,668
1,045,433 4,506,388
7,153,000 6,958,000

413,031 382,126
13,523,733 13,096,882
1,717,367 1,337,771
25,963,121 26,374,795
60,558,214 55,953,456
59,314,500 59,314,500
1,769,871 1,769,871
(1,769871)  (1,769,871)
(1,940371)  (1,862.516)
67,686 65,584
(3,499304)  (3,530,209)
(272,250) (272,250)
(20,600,102)  (23,806,748)
33,070,159 29,908,361
209,375 239,943
33,279,534 30,148,304
25,042,500 23,940,000
1,822,616 1,505,585
413,564 359,567
27,278,680 25,805,152
60,558,214 55,953,456

e

A

>

Ahmad Mohammed Othman Al_-au_raishi N
Chief Executive Officer
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Sokouk Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2024

Notes

OPERATING ACTIVITIES

Profit for the year before tax

Adjustments to reconcile profit for the year before tax to net cash flows:
Share of results of associates 9
Depreciation of property and equipment 11
Depreciation of right-of-use asscts 10
Reversal of impairment of right-of-use assets 10
Net reversal for expected credit losses of trade receivables 6
Change in fair value of invesiment properties 7
Finance costs on debts and borrowings
Finance costs on lease liabilities 19
Provision for employees’ end of service benefits

Working capital adjustments:
Inventories

Accounts receivable and prepayments
Accounts payable and accruals

Cash flows from operating activities
End of service benefits paid
Taxes paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property and equipment 11
Purchase of investment properties 7
Sale of investment properties 7
Term deposits

Net cash flows used in investing activities
FINANCING ACTIVITIES

Repayment of Islamic finance payables
Finance costs paid

Payment of principal portion of lease liabilities 18

Net cash flows used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER 5

Non-cash transactions
Additions to right of use assets 10
Additions to lease liabilities 18

The attached notes 1 to 23 form part of these consolidated financial statements.

2024 2023
KD KD
3,428,168 4,675,318
(3,060,391) (4,765,559)
502,903 492,811
223,857 221,371

(11,227) (9,107)
(78,203) (12,883)
(195,000) (28,000)
1,102,500 1,136,314
30,845 7,483
78,302 62,790
2,021,754 1,780,538
12,587 12,133
6,096,945 (115,950)
(357,080) 133,344
7,774,206 1,810,065
(24,305) (23,185)
(51,185) (12,191)
7,698,716 1,774,689
(91,229) (117,071)
- 296,084
(5,750,000) (300,000)
(5,841,229) (120,987)
- (600,000)
- (41,297)
(149,865) (145,920)
(149,865) (787,217)
1,707,622 866,485
2,935,826 2,069,341
4,643,448 2,935,826
(592,226) -
592,226 -
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