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Activity/ Main activities of the company:

To own, sell and acquire real estate properties and lands and develop the same to
the account of the company inside the State of Kuwait and abroad; and to manage
properties for third parties in accordance with the provisions stipulated under the
existing laws and the restrictions on construction of private housing plots in the
manner stipulated under these laws,

To own, sell and acquire stocks and bonds of real estate companies for the account
of the company only inside Kuwait and abroad.

To prepare studies and provide consultancies in the field of real estate of all types;
provided that the service provider meets the required conditions.

To own and manage hotels, health clubs and touristic facilities and to rent and lease
the same.

To carry-out all maintenance works at the buildings and real estate properties owned
by the company, including all civil, mechanical and electrical works, elevators and air
conditioning works in a way that maintains the safety of the buildings.

To manage, operate, invest, lease and rent hotels, ciubs, motels, entertainment
houses, rest places, gardens, parks, exhibitions, restaurants, cafes, residential
compounds, touristic and health spas, entertainment and sports facilities and stores
at different levels and grades, including ail principal and auxiliary services, appended
facilities and other services required therefore.

To organize real estate exhibitions related to the real estate projects of the company
pursuant to the regulations set forth by the Ministry. '

To hold real estate bids pursuant to the regulations set forth by the Ministry.

To own and manage commercial markets and housing complexes.

10.To establish and manage real estate investment funds after obtaining the approval of

the Central Bank of Kuwait.

11.To utilize financial surpluses available for the company by investing the same in

financial portfolios managed by competent companies and entities.

06:00 2oLl plas 8 2016/04/02 Gilsall Cosall o aciad 8 28,80 5} (udae ol 2S00 3
~i b L Ty ¢ 2015/12/31 5 Ll AL Dadl 36,80 40 ALY bl kel ool

We would like to inform you that the Company’s board of directors has held a
meeting on Saturday 02/04/2016 at 06:00 PM, and has approved the Company’s
annual financial statements for the fiscal year ended at 31/12/2015 in accordance to

the following : b
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e The decrease in the net profit is due to the followings:

1. Decrease in the profit from extinguishment of fiabilities of the comparative year by an
amount of KD 6.4 M.

2. Recording of Potential Tax Expenses for "DZIT" by an amount of KD 5.2 M, as been

announced timely.

Recording loss from change in value of leasehold property by an amount of KD 3.3 M.

Decrease in investment Properties gain by an amount of KD 2.3 M.

Decrease of the profit from Share of results of associates by an amount of KD 1.5 M.

Recording of loss from business combination by an amount of KD 2 M.

Recording profit from provision no longer required by an amount of KD 6.2 M.

increase in other income of the comparative year by an amount of KD 1 M.
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e Total revenues realized from dealing with related parties amounting to KD 1,663,002.
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Total expenditures incurred from dealing with related parties amounting to KD 312,284,
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Operating revenues represents all revenues resuiting from theCompany’s main
activities recognized in accordance with the international Accounting Standards.
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Details of:{ gualifications, emphases of matters, and explanatorv paragraphs)
included in the auditors’ report.

a) We draw attention to Note 5 to the consolidated financial statements, which states that
Parent Company has received a tax demand notice amounting to SAR 1,891 million
(equivalent to KD 153 -million) from the Department of Zakat and thcome Tax (‘DZIT),
Kingdom of Saudi Arabia {“tax claim”}. In response to the tax claim, the Parent Company
has filed an objection letter with DZIT. Based on the advice from a tax consultant, the
management of the Parent Company has estimated and recorded a potential tax liability
of KD 12 million in the consolidated statement of financial position as at 31 December
2015 inc!uding the Parent Company’s share of KD5.2 million as detailed in Note
5. Notwithstanding the above facts, there is a significant material uncertainty as to the
outcome of the tax claim. The provision made in the books as at 31 December 2015
represents the best estimate from the management of the Parent Company.

b} We draw attention to Note 19 to the consolidated financial statements, which describes
that, during the year, the contractor of one of the properties of the Group in Kingdom of
Saudi Arabia has claimed an amount of SAR 501 million (equivalent to KD 41 million) from
the Parent Company and the Parent Company has counter claimed an amount of SAR 627
million {equivalent to KD 51 million) on the same contractor for the delay in completing
the project. The claim is currently under arbitration in the Saudi Arbitration Committee.
The management of the Parent Company, based on the advice from an independent legal
counsel, believes that the outcome of the arbitration ruling would most probably be in

favour of the Parent Company and hence no provision has been made for this claim in the
consolidated financial statements as at 31 December 2015.

Wed

/”7 10 o 8 dndea ; 2014/8/14%xabiall )i | 4 tod) Aanlbie i 05/5/15: siaal o) | 1 5pd; slaal | QF-FSA-D104-A 4, Egy,;i



Bllall 3l ¥l iyl g
Kuwaeit Stock Exchange &

b ol W

L u\ﬁw e
- :l‘iul ;:m propeets Co- 5GP
i bkt
Board of director’s recommendations DY) udaa Claea i (4

2015/12/31 EW\@E\.@J | 2l U“D C‘-U &4_)34?.3_; 45_)_;.»5 bJL} w_luu_.ﬂ @/

The Company’s board of directors recommended not to distribute any dividends for
the fiscal year ended 31/12/2015 This recommendation is subject to the approval of

the shareholder’s at the annual general assembly and the specialized regulating
authority.
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The Company’s board of directors recommended to proceed with the following
distributions for the fiscal year ended ..../..../..... These recommendations are subject
to the approval of the shareholder’s at the annual general assembly and the
specialized regulating authority.
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distributions

e Source of distributions: .......
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The Company’s board of directors recommended to increase/(decrease) the
company'’s capital. These recommendations are subject to the approval of
the shareholder'sgeneral assembly and the specialized regulating authority,
in accordance to the following:

None.
LA da
R
Other recommendations

None.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MUNSHAAT REAL
ESTATE PROJECTS COMPANY K.S.CP.

Report on the consclidated financial statements

We have audited the accompanying consolidated financial statemients of Munshaat Real Estate
Projects Company K.S.C.P (the “Parent Company™) and its subsidiaries (collectively the “Group™),
which comprise the consolidated statemént of financial position as at 31 December 2015, and the
consolidated statement of income, censolidated statement of comprehensive intome, consolidated
staternent of changes iti'equity and consclidated statement of cash flows for the year then ended, and a
summary of significant accounting policies-and other explanatory information.

Management’s responsibility for the consolidoted financial statements _

Management of the Parent Company is responsible for the préparation and fair presentation. of these
consolidated financial statemenits in accordance with Iiternational Financia! Reporting Standards, and
for such intemal control as management determines is' necessary to enable the preparation of
consolidated financial statements that are free from materid] misstatement, whether due-to fraud or
Error,

Auditors’ responsibility

Qur responsibility isto express an opinion on these consolidated financial statements based on our
andit. We conducted our audit in accordance ‘with International Standards on Anditing. Those
standards. require that-we-comply with ethical requirements. and plan and. perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit-involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s Judgment,
mchuding the assessment of the risks of material misstatement of {he consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation: of the consolidated financial statements in
order fo design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion o the effectivencss. of the: entity’s internal control. An audit. also includes
evaluating the appropristeness of accounting policies used and fie reasonableness of accouniing
estimates made by the entity’s management, as well as evaluatisig the overall presentation .of the
consolidated financial statements;

We believe that the audit evidence we have obtained is safficient and appropriate to provide a basis for
our audit opiniorn,
EY FrnstaYoume
HLARREN, AL OS54 & BARTHERS
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INDEPENDENT AUDITORS® REPORT TO THE SHAREHOLDERS OF MUNSHAAT REAL
'ESTATE PROJECTS COMPANY K.8.C.P. (continued)

Report od the consolidated financial statements (continned)

Opinion

In our opinion, the comsolidated financial statements present fairly, in all miaterial respects, the
financial position-of the Group:as at 31 December 2015, and its financial performance and cash flows.
for the year then erided in accordance with Infernational Financial Reporting Standards.

Emphasis: of Maer _

a) ‘We draw attention to Note 5 to the conselidated financial statements, which states that Parent
Company has received 2 tax demand notice amounting to SAR 1,891 million (equivalent to KD
153 million) from the Department of Zakat and. Income Tax (‘DZIT), Kingdom of Saudi Arabia
(“tax claim™). In response to the tax claim, the Parent Company has filed an objection lefter with
DZIT: Based on the advice from a tax consultant, the management of the Parest Company has
estimated and recorded a potential tax lability of KD 12 miillion in the consolidated statement of
financial position as at 31 December 2015 incliding the Parent Company’s share .of KD 5.2
millioh as détailed in Note 5. Notwithstanding the above facts; there is a significant materiat
uncertainty as to the outcoms:of the tax claim. The provision made in the books as:at 31 December
2015 represents the best estimate from the management of the Parent Company.

b} We draw attention to Note 19 to the consolidated financial siatements, which describes that,
daring the year, the contractor of one of the properties of the Group in Kingdom of Saudi Ardbia
has claimed an amount of SAR 501 million (equivalent to KD 4] million) from the -Parent
Company and the Parent Cotnpany has couriter clainied an amount of SAR 627 million. (equivalent
to KD 51 million) en the same contractor for the delay in completing the project. The claim is
currently under-arbitration in ‘the Saudi Asbitration Cowiraittee, The management: of the Parent
Company, based.on the advice from.an independent legal counsel, believes that the outcorie of the
arbitration ruling would most probably be in favour of the Parent Company and hence no
‘provision has beet: made for this-claini in the consolidaied financial staterents. as at.31 December
2615,

Quropinion is not qualified for the above matters.

Report on Othier Legal and Regulztory Requirements
Furtherniore, in cuf opinion proper books of aecount have been kept by the Parent Coinpany afid the
consolidation financial statements, together with the contents of the repert of the Parent Compnay'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 statéments incorporate all inforfation that is required by
the Companies Law No. 1 of 2016, the executive regulations of Law No, 25 of2017 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 Comparnies Law No.
1 of 2016 and the executive regulations of Law No. 25 of 2012 or of the Parent- Cornpany’s
Memorandum of Incorporation and Articles of Association have occurred during the year
ended 31 December 2013, that might have had a material gffe -Eon the bysiness of the Parent
BY fRMSTE YOUNG
AL AIBAN, AL OSAMY & BiRTNERS
Bet Dur-Report Daeg
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‘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 during the year ended 31 December 2015 that might have
had a material effect on the business of the Parent Company or on its consolidated financial

position.

WALEED A. AL OSAIML

LICENCE NO. 68 A

EY

AL AIBAN, AL OSAIMI & PARTNERS
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Munshaat Real Estate Projects Company K.5.C.P and Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
For the year-ended 31 Deceniber 2015

Income

Management foes

Net income-fiom investment properties

Net loss from ¢hange in fair value of leasehold property ‘under
_ development

{Loss)-gdir on sile of fhancial assets gvailable forsale

Operating costs

Gain from extinguishment of financial liabilities

Unirealised loss from finaricial asset at fair vaiue through

statemedit of income

Finance incorne

Dividend income

Other income

Share of results-of assoéiates

Giain from:ssle of an associate

“Expenses

General and adniinistrative expenses

Depreciation

Finanée costs

Impairment loss on financial assets available for-sale
Write back of provisions no longerrequired

Write back of impajtment loss on accounts receivable
Net loss.on business combinstion

Foreign exchange gain

Profit for the year before Taxation and Di rectors™ remuneration
Taxation
Directors remuneration

Profit for the yeay

Attribueabie to
Equity holders of the Parent Company
Non-controliing interests

Profit for the year

Basicand dilsited earnings per-share attributable
to-the equity holders of ¢he Parent Company

07 APRINE
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‘The attached notey | te 22 form. part-of these consolidated finandcial statemerits,

2015 2014
KD KD
692,938 592,725

1,892,126 4,548,670

(3.273,450) (350,560)

(3,824) 83,898
(444,791y -
3,752,978 10,191,041
(55,888) (242,908)
55,007 25,033
517,257 387,578
1,371,252 376,595
1,211,148 2,687,664
- 188,894
5,714,843 18,480 530

(3,854,826). (3,834,488)
(56,984) (147,73%)
(728,812) (720:404)
{283.290) .

6,174,627 -
180,557 168439

(2,026,841) -
592,521 50,630
(13,048) (4,483,567)

5,101,795 14,005,968

(5,538,444) (866.698)

- {160,000y
163,351 13,039,270
960,731 11,576,571
{797.3806) 1,462,609
163,351 13,038,270
3 ils 36 fils

3



Munshaat Real Estate Projects Company K.S.C.P and Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2015

2018 2014
Notes KD KD

ASSETS
Non-current assets
Purniture afid computers ‘Bl,662 1L ATE
Leasehold property under development 7 78,225,925 27,725,113
investmenn praperties 7 2{},0_64,.11-7 20,690,228
Frepaid operating lease & 2,438,300 1,222,470
Investmentin associates 9 43_,1_59_,298 53,156,614
Financial assets-avaitable for sale 14 1,175,083 7,456,908

149,134,385 110,362,808
Curretit. assets
Financial asset at: fair value fhrough statement of income. 244,177 300,064
Acoounts receivable and Prepayments 11 8,12-9,-74_3 17,822,862
Trading properties 545,902 -
Banik balances and cash C 10,523,839 §,839.470

19,443,661 27,962,396
TOTAL ASSETS 16E.878.046 138,325,204
EQUATY AND-LEABILITIES:
Equity )
Share capital 12 32,206,000 32,200,000
Share premium 12,400,000 12,400,006
Statatory-reserve 14 11,216,178 1,165,484
Voluntary reserve ) 12 6,789,172 6,742 478
Curnalative chinpes i fair value 1,042,855 820,946
‘Revaluation reserve 2,532,504 1,329,775
Foreign currency-translation reserve {181,693) (265, 199y
Retained eartiings 14,495,098 15.237,755
Equity attzibutible to équity holders of the Parent. Company 80,494,114 79,635,239
Non-controlling interests i3 3,135,659 5,713,713
Tatal eqguity £3,629,173 85,348,052
Liabifities )
Nox-current Eabilities
Employeet” end of service benefits BT 657,413
Islamic finance payedbtes. 14 19,243,259 721,595
Obligations wiker finaneeJeases 15 1730184 1,706,305
Accounts: payeble and aceruals 16 647,513 626,233

22431127 3,711,548
Current lisbilities
Islamic finance payables 14 ,884.930 000,660
Obligations under finsnce feases I3 §1,044 83,254
Accounts payable and aceruals. 16 35551772 43181 452

C2E17,746 49,264,706
Tota} Hublitties 84948.873 SX076.252
TOTAL EQUITY AND LIABILIFIES 168,578,046 138,325,204

‘ EY Zensre Young
LA, AL OSUML & Pagmvms

Chairman e

Zeyad Tareq Abdul Mohsed Aiﬂukgaﬁcem
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Munshaat Real Estate Projects Company K.S.C.P and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As al 3] December 2015

5 CONTRIBUTION TOKFAS AND TAXATION
2015 2044
KD KD
Contribution to KFEAS 59,432 123,112
Zakat 80,200 243,358
National Labour Support Tax:{(NLST) 163,952 500,228
Overseas taxation * 5,234,860 -
5,538,444 866,698

* On 5 January 2016, the Parent Company received a demand nofice for:SAR 1,861 millien (equivalent o KD
153 million§ from ihe Department. 6f Zakat and Tncome Tax (“DZIT™), Kingdom of Saudi Arabia, inchuding the
assessment on the. Parent Gompany-for the Years 2003 102013 and claimed Capital gains tax, corporate.incoms
tax, withholding tax and penalties (“fax clain?™). In addition, DZIT has alse claimed penaliies for faihire to
register, non-submiission of declarations and the consequential delay penalties at the rate .of 1% for every’ thn'ty
days delay on the séttiement. of icome' tix and withtiolding tax.calcnlated as-of the due:date and 1 the payment
date; The tax clainy covers the transaetions of propertics ewned and./ o managed by the Parent Company that
includes Zamzam, Bakkah, Mehrab and Dar A? Qiblah tewers in fhe Kingdem of Saudi Arabia,

The management of Parent Company-believes that the tax claim de notreflect the correst application of tax laws
in the Kinpdom of Saidi Arabia, the.correct nature of the-operations of Parent Company and also the underlying
numbers used in the.computation of 1ax claim are significantly different. from the actual resulés of operations,

Further, the:rhanagement of the Parent-Conipany hus appointed & tax consulfant in:the Kingdom of Saudi Arabia
to review the'tax claisy and file an objestion letter with: BZIT, Actoidingly, the tax -consuliant has Hied an
ahjection Jetter dated 2 March 2016 with DZIT pnmarlly coveriy the: Capital gains tax on the trensfer of leasing
rights, tax on.the lease contracts of Bakkah and Mehrab:towers, deemed revenue-from the operations of Zamzam
tower and the pénaliieson delays, non-fiing, non-registration and-evasion of fax.

The management of Parent*Company; based on-the advice from a’tax consultant, has estimated and vecorded a
potential tax Hability of KD 12,004,980, mclucizng KD 973,275 provided in previous vears, representing Zdkat,
withholding tax and applicable penaities in the:consolidated statement of financial 1 position with & charge of
KIy 5,234,860 in the consdlidaied statemient of income for the year ended 31 December 2015 including an
amount of KD 130,310 atising on consolidation from one of the subsidiaties. The balance KD 5,796,845 has
been recorded as reccivable From affiliate entities that were alsa subjected in the tax claim. However, as on the
date.of these censolidated financial statements.there: is a significant uncertainty as. to the. outcome. of the tax
claim., The prevision recorded in the consclidited financial statements for the vear ended 31 December 2015
represents the best estimate of theitax. Tiability that may-arise from the tax claim.

EY ErnstaYouws
AL AIBAN, AL OSAIZH-& PARINGRS
Rer Oy Report Dated
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Munshaat Real Estate Projects Company K.S.C.P and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS.
As-at 31 December 2015

17 RELATED PARTY TRANSACTIONS (continued)
Compensation of key management personnel

The remuneration of directors in their capacity as executives and’ other' members of key management dufing the
vearis as follows:

2015 2074

KD KD
Salaries and short terini benefits 743,285 006,899
Employees’ end of service benefits : 64,433 108,155
807,718 1,015,054

‘The:board of directors has recommended-directors remuneration of KDYNil (2014: KD 100,008).

EY ErnsTa&YOUNC
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Munshaat Real Estate Projects Company K.S.C.P and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at 3] December 2015

1% COMMITMENTS ANB CONTINGENCIES

At 31 Decgrmber 2015, the Group had comunitments in respect of construction cost arounting to-KD 4,865272
(2014 KI31,408,242),

During the year. the contractor of ong of the properties of the Group in Kingdom of Saudi Arabia has claimed 2
petiaity of SAR 501 million (equivalentto KD 41 million) from the Parerit Compaty for the-delay in the execution
of the project and various other related costs and the Parent Company has countér claimed.an amount of SAR 627
miflion (equivalent to KD 51 miliion) on the same contractor for the delay in handing over #hie project and
operational losses, The dispute-has been veferred 1o Saudi Arbitration Committee and a5 on the date of these
consolidated financial statements, the triai is in progress and fhe management of the Parent Company, based on-the
advice from flie iegal counsel representing the Parent Company -in the aforesaid arbitration, believes that the
outcome of the arbitration riling will ben favour of Parent Company and aiso the couritér claim fil ed' by the Parent
Company on the developer is-higher than the amount claimed by the developer: Accordingly, as at 31 December
2015, the Group has not made any provision against this claim in the consolidated financial statements,
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