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National Real Estate Company K.P.S.C
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2024-03-31

2024-05-15

Approved financial statements.
Approved auditor's report

This form shall not be deemed to be complete unless the
documents mentioned above are provided
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Statement
2023-03-31 2024-03-31
‘491 as,adl @AL‘W S ES)] (E)Lwér_") e).n @L;a
228% (2,260,296) 2,904,305 Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
Aaaslly Lewluld | (85lus) e
228% (1.27) 1.62 S , ? el ?
Basic & Diluted Earnings per Share
ol izl lg2 5Ll
-36% 49,269,952 31,676,338 ’ e
Current Assets
lagzsll ez
12% 588,715,412 519,271,268 wesll
Total Assets
Ugluall &b |
60% 20,313,853 32,451,308 T 0 ikt
Current Liabilities
b I Jlex|
-3% 184,021,329 179,182,394 o il
Total Liabilities
-16% 400,279,103 336,610,782 Total Equity attributable to the owners of the
Parent Company
Al adl sl Jlex)
-64% 4,040,476 1,462,298 .
Total Operating Revenue
2l sl (5l mdl Sl
-67% 2,688,700 874,260 ) } sl é
Net Operating Profit (Loss)
2aShie yilus ¥ 3l JUI oy / 2aSTAL 5Ll
e LN s T?d gl I b/ RSl
No accumulated losses ° aclt;l.;::; ate Accumulated Loss / Paid-Up Share Capital
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Statement
2023-03-31 2024-03-31
138,801 sabuey polid! (B5lusdl) ol Glo
Net Profit (Loss) represents the amount
N/A N/A N/A attributable to the owners of the parent
Company
Laizelly Luoladl] @eadl (3yluas) Ay
N/A N/A N/A Basic & Diluted Earnings per Share
Ll adll ol Jles)
N/A N/A N/A Total Operating Revenue
Al st (lasd)) @l Gle
N/A N/A N/A Net Operating Profit (Loss)

e Not Applicable for first Quarter

The reason for increase in net profit is mainly
due to the increase in share of result from a
Joint Venture and the Associate

Il ol e oY @

g Lasy! 1 golaol S oyl Bl § £ Las¥11 s 392y
a3l 38,415 Ao lel) 45,401 Jlasi s oo Lyal

383,242

(38,563)
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1. | Unqualified Opinion O Laimie pi gl | .1
2. | Qualified Opinion Limiegly | .2
3. | Disclaimer of Opinion O Gl sl pae | .3
4. | Adverse Opinion O oSl | .4
In the event of selecting item No. 2, 3 or 4, Wi cm 4 o1 3 512 08, i 5las | Sl
the following table must be filled out, and this form is not difad o o Lo SlaiSo 35l 1 iy Y « JU| Jyote

considered complete unless it is filled.

respects, in accordance with International Accounting Standard 34, ‘Interim Financial Reporting’.

Ol daza Llazy Lo Liale §) 30 @ clsaomtl) Rmdell olaal 5,58 3 gl oDl Alazaell U clitialy (litazlye ) 1oliel
34 13, Lol Baeloell Hlial Tady Aol > 1sidl apen (oo cad o A28 11 2ozl 223K Al L AW Sloglall

Based on our review, except for the possible effect of the matter described in the Basis for Qualified
Conclusion paragraph, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial information is not prepared, in all material
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- Asstated in Note (4-a/i) on the interim condensed consolidated financial information, the associate
company has investment properties amounting to KD 281,367 thousand as at March 31, 2024
(December 31, 2023; KD 281,360 thousand and March 31, 2023: KD 279,293 thousand), which
are leased from the Public Authority for Industry in Kuwait, including real estate lease contracts
amounting to KD 190,980 thousand (December 31, 2023: KD 191,172 thousand and March 31,
2023: KD 190,704 thousand). It has expired as of the date of the interim condensed consolidated
statement of financial position and is currently under legal dispute. Furthermore, the Public
Authority for Industry issued a notice to the associate on 18 January 2023 regarding its
unwillingness to renew or extend these leases, and for the associate to vacate these premises
within a week of issuance of the notice. As part of the legal proceedings, the associate has
requested the Kuwaiti courts to prevent the Public Authority for Industry from boycotting the
associate's use of such real estate. The associate was also unable to obtain a reliable estimate of
the fair value of the investment properties leased from the Public Authority for Industry, due to the
uncertainty associated with these properties, as a result of the ongoing litigation with the Public
Authority for Industry. Therefore, we were unable to obtain sufficient and appropriate audit
evidence about the existence and valuation of these investment properties due to the expiration of
some of the basic lease contracts as detailed in Note 4 (a), and the inability of the management to
determine the fair value of all the real estate leased from the Public Authority for Industry as of
March 31, 2024. Furthermore, there is significant uncertainty around the renewal of all lease
contracts concluded with the Public Authority for Industry and the rights or obligations that may
arise, in addition to operating revenues, profitability and related cash flows that may be affected as
a result of the ongoing legal procedures. Consequently, we were unable to determine whether any
adjustments were necessary to the carrying value of these properties. We have issued a qualified
opinion and a qualified conclusion on the Group's consolidated financial statements in respect of
the same matter since the year ended December 31, 2022.

- As stated in Note (4 — a/iv) to the interim condensed consolidated financial information and
according to the judgment by the Court of Cassation against the General Administration of
Customs for Kuwait (“GAC"), the associate has not recorded any adjustments related to the final
outcome as at March 31, 2024 in the associate’s interim condensed consolidated financial
information, as the management of the associate is exploring the possibilities of entering into
negotiations with GAC for settlement of awarded compensation, which in our view should have
been recorded as an income and receivable. As a result, Investment in associate and retained
earnings as at March 31, 2024 are understated by KD 7,728 thousand related to the share of
investment in associate. Further, the Associate is also eligible for 7% interest per annum on
awarded compensation, the financial impact of interest has not been determined in the Associate
interim condensed consolidated financial information. We have issued a qualified opinion and a
qualified conclusion on the Group's consolidated financial statements in respect of the same matter
since the period ended June 30, 2022.

- As stated in Note (4 - b) to the interim condensed consolidated financial information, an associate
has filed an arbitration related to one of its investments. Due to the nature and significant
uncertainty around the investment and outcome of the arbitration, the auditors of the associate
were unable to obtain sufficient appropriate audit evidence about the investment and the
recoverability of the loan granted by the associate to the related investee as of March 31, 2024.
Consequently, we were unable to determine whether any adjustments to the carrying value of the
investment in associate was necessary. We have issued a qualified opinion and a qualified
conclusion on the Group's consolidated financial statements in respect of the same matter since
the year ended December 31, 2015.
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Removal of the qualification is subject to a resolution towards the removal of the
qualification from the Associate’s consolidated financial statements.
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Removal of the qualification is subject to a resolution towards the removal of the
qualification from the Associate’s consolidated financial statements.
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RSM Albazie & Co.

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL |

The Board of Directors
National Real Estate Company K.P.S.C and its Subsidiaries
State of Kuwait

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of National Real Estate
Company K.P.S.C. (the “Parent Company”) and its Subsidiaries (collectively, the “Group”) as at March 31, 2024, and the
related interim condensed consolidated statements of profit or loss, comprehensive income, statement of changes in equity
and cash flows for the three months period then ended. Management of the Parent Company is responsible for the
preparation and presentation of this interim condensed consolidated financial information in accordance with International
Accounting Standard 34, ‘Interim Financial Reporting’. Our responsibility is to express a conclusion on this interim
condensed consolidated financial information based on our review.

Scope of Review
We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim

Financial Information performed by the Independent Auditor of the Entity”. A review of interim condensed cosolidated
financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion

1- As stated in Note (4-a/i) on the interim condensed consolidated financial information, the associate company has
investment properties amounting to KD 281,367 thousand as at March 31, 2024 (December 31, 2023: KD 281,360
thousand and March 31, 2023: KD 279,293 thousand), which are leased from the Public Authority for Industry in Kuwait,
including real estate lease contracts amounting to KD 190,980 thousand (December 31, 2023: KD 191,172 thousand
and March 31, 2023: KD 190,704 thousand). It has expired as of the date of the interim condensed consolidated
statement of financial position and is currently under legal dispute. Furthermore, the Public Authority for Industry issued
a notice to the associate on 18 January 2023 regarding its unwillingness to renew or extend these leases, and for the
associate to vacate these premises within a week of issuance of the notice. As part of the legal proceedings, the
associate has requested the Kuwaiti courts to prevent the Public Authority for Industry from boycotting the associate's
use of such real estate. The associate was also unable to obtain a reliable estimate of the fair value of the investment
properties leased from the Public Authority for Industry, due to the uncertainty associated with these properties, as a
result of the ongoing litigation with the Public Authority for Industry. Therefore, we were unable to obtain sufficient and
appropriate audit evidence about the existence and valuation of these investment properties due to the expiration of
some of the basic lease contracts as detailed in Note 4 (a), and the inability of the management to determine the fair
value of all the real estate leased from the Public Authority for Industry as of March 31, 2024. Furthermore, there is
significant uncertainty around the renewal of all lease contracts concluded with the Public Authority for Industry and the
rights or obligations that may arise, in addition to operating revenues, profitability and related cash flows that may be
affected as a result of the ongoing legal procedures. Consequently, we were unable to determine whether any
adjustments were necessary to the carrying value of these properties. We have issued a qualified opinion and a
qualified conclusion on the Group's consolidated financial statements in respect of the same matter since the year
ended December 31, 2022.

THE POWER OF BEING UNDERSTOOD
ASSURANCE | TAX | CONSULTING
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2- As stated in Note (4 — a/iv) to the interim condensed consolidated financial information and according to the judgment
by the Court of Cassation against the General Administration of Customs for Kuwait (‘GAC”), the associate has not
recorded any adjustments related to the final outcome as at March 31, 2024 in the associate’s interim condensed
consolidated financial information, as the management of the associate is exploring the possibilities of entering into
negotiations with GAC for settlement of awarded compensation, which in our view should have been recorded as an
income and receivable. As a result, Investment in associate and retained earnings as at March 31, 2024 are understated
by KD 7,728 thousand related to the share of investment in associate. Further, the Associate is also eligible for 7%
interest per annum on awarded compensation, the financial impact of interest has not been determined in the Associate
interim condensed consolidated financial information. We have issued a qualified opinion and a qualified conclusion on
the Group's consolidated financial statements in respect of the same matter since the period ended June 30, 2022.

3- Asstated in Note (4 - b) to the interim condensed consolidated financial information, an associate has filed an arbitration
related to one of its investments. Due to the nature and significant uncertainty around the investment and outcome of
the arbitration, the auditors of the associate were unable to obtain sufficient appropriate audit evidence about the
investment and the recoverability of the loan granted by the associate to the related investee as of March 31, 2024.
Consequently, we were unable to determine whether any adjustments to the carrying value of the investment in
associate was necessary. We have issued a qualified opinion and a qualified conclusion on the Group's consolidated
financial statements in respect of the same matter since the year ended December 31, 2015.

Qualified Conclusion

Based on our review, except for the possible effect of the matter described in the Basis for Qualified Conclusion paragraph,
nothing has come to our attention that causes us to believe that the accompanying interim condensed consolidated financial
information is not prepared, in all material respects, in accordance with International Accounting Standard 34, ‘Interim
Financial Reporting'.

Emphasis of Matter

We draw attention to Note 4 (a) to the interim condensed consolidated financial information, which describes that the
associate is involved in certain lawsuits. The ultimate outcome of these matters cannot presently be determined, and
accordingly, no provision for any effects that may result has been made in the interim condensed consolidated financial
information of the associate. Our conclusion is not qualified in respect of this matter.

Report on other Legal and Requlatory Requirements

Furthermore, based on our review, except for the effect of matters described in the “Basis for Qualified Conclusion” and
“Emphasis of Matter” paragraph above, the interim condensed consolidated financial information is in agreement with the
books of account of the Parent Company. We further report that, to the best of our knowledge and belief, we have not
become aware of any 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, during the three month period
ended March 31, 2024, that might have had a material effect on the Group’s financial position or results of its operations.

We further report that, during the course of our review, we have not become aware of any material violations of the
provisions of Law No. 7 of 2010, as amended, relating to the Capital Markets Authority and its related regulations during
the three months period ended March 31, 2024 that might have had a material effect on the Parent Company’s financial
position or result of its operations.

_E___.fmﬁ,-_'-f—-::__-_,-—-_;i—‘:_-
Dr. Shuaib A. Shuaib
State of Kuwait License No. 33-A
May 15, 2024 RSM Albazie & Co.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)
AS OF MARCH 31, 2024
(All amounts are in Kuwaiti Dinars)

National Real Estate Company - K.P.S.C. and its Subsidiaries

December 31,
March 31, 2023 March 31,
Notes 2024 (Audited) 2023
ASSETS
Cash and cash equivalents 3 7,028,577 9,804,269 18,369,166
Accounts receivable and other debit balances 8,790,297 12,918,075 10,915,207
Financial assets at fair value through profit or
loss (“FVPL”) 9 18,982,194 18,696,132 17,192,456
Inventory properties 3,792,437 3,982,499 3,999,657
Financial assets at fair value through other
comprehensive income (“FVOCI") 9 5,487,770 4,844 167 1,015,323
Investment in joint ventures 31,033,730 31,255,578 70,491,342
Investment in an associate 4 401,583,263 406,365,226 416,523,300
Properties under development 31,908,516 35,271,784 37,697,857
Property and equipment 731,792 752,076 743,985
Right-of-use assets 2,816,422 2,192,338 2,361,625
Investment properties 7,116,270 7,089,933 7,084,898
Total assets 519,271,268 533,172,077 586,394,816
LIABILITIES AND EQUITY
Liabilities:
Bank borrowings 131,217,406 132,432,140 132,597,551
Lease liabilities 925,393 351,967 333,384
Accounts payable and other credit balances 46,137,727 49,035,566 47,606,478
Provision for end of service benefits 901,868 874,372 1,163,320
Total liabilities 179,182,394 182,694,045 181,700,733
Equity:
Share capital 5 198,128,195 198,128,195 198,128,195
Share premium 5,266,764 5,266,764 5,266,764
Treasury shares 6 (13,365,803) (14,033,902) (15,315,382)
Statutory reserve 71,238,759 71,238,759 71,238,759
Other reserves (130,518,821) (117,281,520) (94,919,992)
Retained earnings 205,861,688 202,957,383 235,880,759
Equity attributable to shareholders of the Parent
Company 336,610,782 346,275,679 400,279,103
Non-controlling interests 3,478,092 4,202,353 4,414,980
Total equity 340,088,874 350,478,032 404,694,083
Total liabilities and equity 519,271,268 533,172,077 586,394,816

The accompanying notes (1) to (14) form an integral part of the interim condensed consolidated financial information.

Faisal Jamil Sultan Al-Essa
Vice Chairman and Chief Executive Officer
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National Real Estate Company - K.P.S.C. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS (UNAUDITED)

FOR THE PERIOD ENDED MARCH 31, 2024
(All amounts are in Kuwaiti Dinars)

Sale of inventory properties
Rental income

Cost of inventory properties sold

Gross profit

General and administrative expenses

Depreciation and amortization

Allowance for expected credit losses

Unrealized loss from financial assets at fair value through profit or
loss (FVPL)

Share of results from joint ventures

Share of results from an associate

Interest income

Finance charges

Other income

Profit (loss) for the period before taxation

Taxation recovered (charged) on foreign subsidiaries

Profit (loss) for the period

Attributable to:

Shareholders of the Parent Company

Non-controlling interests

Profit (loss) for the period

Basic and diluted earning (loss) per share attributable to the
shareholders of the Parent Company (Fils)

Three months ended

March 31
Notes 2024 2023
1,197,109 2,418,124
265,189 1,622,352
1,462,298 4,040,476
(588,038) (1,351,776)
874,260 2,688,700
(1,075,203) (2,139,384)
(83,135) (85,066)
- (2,714,673)
9 (378,442) -
520,203 (1,904,753)
4 4,896,189 3,788,031
42,011 26,739
(2,172,266) (2,145,592)
245,670 390,798
2,869,287 (2,095,200)
28,379 (111,245)
2,897,666 (2,206,445)
2,904,305 (2,260,296)
(6,639) 53,851
2,897,666 (2,206,445)
8 1.62 (1.27)

The accompanying notes (1) to (14) form an integral part of the interim condensed consolidated financial information.
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National Real Estate Company - K.P.S.C. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)

FOR THE PERIOD ENDED MARCH 31, 2024
(All amounts are in Kuwaiti Dinars)

Three months ended

Notes March 31,
2024 2023

Profit (loss) for the period 2,897,666 (2,206,445)
Other comprehensive (loss) / income:
Items that may be reclassified subsequently to profit or loss:
Group’s share of other comprehensive income from joint ventures - 1,304,996
Group’s share of other comprehensive income of an associate 4 4,281,291 2,833,847
Exchange difference on translation of foreign operations (4,845,965) (2,600,727)
Item that will not be reclassified subsequently to profit or loss:
Group’s share of other comprehensive (loss) / income of an associate 4 (18,708,724) 44,682,915
Change in fair value of financial assets at fair value through other

comprehensive income 766,663 (193,938)
Group’s share of other reserves of an associate 4 4,749,281 (277,155)
Other comprehensive (loss) / income for the period (13,757,454) 45,749,938
Total comprehensive (loss) / income for the period (10,859,788) 43,543,493
Attributable to:
Shareholders of the Parent Company (10,135,527) 44,128,867
Non-controlling interests (724,261) (585,374)

(10,859,788) 43,543,493

The accompanying notes from (1) to (14) form an integral part of the interim condensed consolidated financial information.
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National Real Estate Company - K.P.S.C. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2024

(All amounts are in Kuwaiti Dinars)

Balance at January 1, 2023

Total comprehensive income / (loss) for the period
Purchase of treasury shares

Sale of treasury shares

Balance as at March 31, 2023

Balance at January 1, 2024

Total comprehensive (loss) / income for the period
Sale of treasury shares

Balance as at March 31, 2024

Equity attributable to shareholders of the Parent Company

Reserves
Effect of
changes in
other Group’s share
comprehensive of other Non-
Share Share Treasury Statutory income of an reserves of an Other reserves Retained controlling Total
capital premium shares reserve associate associate (Note 7) eamings Sub-total interests equity
198,128,195 5,266,764 (17,336,089) 71,238,759 (131,173,164) 5,616,436 (15,152,637) 238,141,055 354,729,319 5,000,354 359,729,673
- - - - 47,516,762 (277,155) (850,444) (2,260,296) 44,128,867 (585,374) 43,543,493
- (138,591) - - - - (138,591) - (138,591)
- - 2,159,298 - - - (599,790) - 1,559,508 - 1,559,508
198,128,195 5,266,764 (15,315,382) 71,238,759 (83,656,402) 5,339,281 (16,602,871) 235,880,759 400,279,103 4,414,980 404,694,083
198,128,195 5,266,764 (14,033,902) 71,238,759 (115,924,212) 10,845,405 (12,202,713) 202,957,383 346,275,679 4,202,353 350,478,032
- - - - (14,427,433) 4,749,281 (3,361,680) 2,904,305 (10,135,527) (724,261) (10,859,788)
- - 668,099 - - - (197,469) - 470,630 - 470,630
198,128,195 5,266,764 (13,365,803) 71,238,759 (130,351,645) 15,594,686 (15,761,862) 205,361,688 336,610,782 3,478,092 340,088,874

The accompanying notes (1) to (14) form an integral part of the interim condensed consolidated financial information.




NREC

National Real Estate Company - K.P.S.C. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2024
(All amounts are in Kuwaiti Dinars)

Three months ended

Notes March 31,
2024 2023

Cash flows from operating activities:
Profit (loss) for the period before taxation 2,869,287 (2,095,200)
Adjustments:
Interest income (42,011) (26,739)
Depreciation and amortization 83,135 85,066
Allowance for expected credit losses - 2,114,673
Unrealized loss from financial assets at fair value through profit or loss

(FVPL) 378,442 -
Share of results from joint ventures (520,203) 1,904,753
Share of results from an associate 4 (4,896,189) (3,788,031)
Provision for end of service benefits 27,496 31,050
Finance charges 2,172,266 2,145,592

72,223 971,164

Changes in operating assets and liabilities:
Accounts receivable and other debit balances 4,127,778 1,063,415
Inventory properties 525,572 1,216,293
Properties under development (98,219) (393,902)
Accounts payable and other credit balances (4,145,332) 48,892
Net cash flows generated from operating activities 482,022 2,905,862
Cash flows from investing activities:
Payment for addition of property and equipment (92,600) (9,477)
Payment for investment properties (4,579) -
Sale of financial assets at fair value through other comprehensive income

("FVOCI) 123,060
Interest income received 42,011 -
Net cash flows generated from (used in) investing activities 67,892 (9,477)
Cash flows from financing activities:
Net movement in bank borrowings (1,214,734) 5,051,447
Payment of lease liabilities (109,648) (59,499)
Purchase of treasury shares - (138,591)
Proceeds from sale of treasury shares 470,630 1,559,508
Net movement of restricted cash 467,341 963,999
Finance charges paid (1,531,854) (2,493,667)
Net cash flows (used in) generated from financing activities (1,918,265) 4,883,197
Net (decrease) increase in cash and cash equivalents (1,368,351) 7,779,582
Effect of exchange rate changes on cash and cash equivalents in foreign

currencies (940,000) (95,682)
Cash and cash equivalents at beginning of the period 3 9,221,939 9,141,650
Cash and cash equivalents at end of the period 3 6,913,588 16,825,550

The accompanying notes (1) to (14) form an integral part of the interim condensed consolidated financial information.






