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Independent auditor’s report

To the shareholders of
Sanam Real Estate Company — IKPSC
Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Sanam Real Estate Company - KPSC (the “Parent
Company”) and its Subsidiary (the “Group”), which comprise the consolidated statement of financial position
as at 31 December 2020, and the consolidated statement of profit or loss and other 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 2020, and 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 Consolidated
Financial Statements section of our report. We ate independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code), and we have fulfilled our ethical responsibilities in accordance with the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and approptiate 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 cutrent 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. '

Valuation of investiment properties

The Group’s investment properties represent 29% of the total assets and is accounted for at fair value. The
valuation of investment properties is a judgement area requiring number of assumptions including estimated
rental revenues, capitalization yields, historical transactions, market knowledge and occupancy rates. The
Group’s policy is that property valuations are performed at year end by independent valuators, who ate non-
related to the Group, and they are licensed valuators and have the required qualifications and experiences.
Given the fact that the fair values of the investment properties represent a significant judgment area and the
valuations are highly dependent on estimates we determined this to be a key audit mattet.

Our audit procedures included, among others, assessing the appropriateness of the ways and means of valuation
and inputs used in the valuation. We reviewed the valuation reports from the external valuers and agreed them
to the carrying value of the properties. We assessed the approptiateness of the valuation methodologies used
in assessing the fair value of the investment properties. We furthermore assessed that the property related data
used as input for the external valuations is consistent with information obtained duting our audit.
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Independent Auditor’s Report to the Shareholders of Sanam Real Estate Company - KPSC and
Subsidiary (continued)

Key Audit Matters (continued)

Valnation of financial assets at FV'TPL

The Group’s financial assets at fair value through profit or loss (FVTIPL) include s1gn1ﬁc'mt unquoted
investments. Due to their unique structure and terms, the valuation of these instruments is based either on
external independent valuations or on entity-developed internal models. Therefore, there is significant
measurement uncertainty involved in valuations. As a result, the valuation of these instruments was significant
to our audit. We have, thetefore, spent significant audit efforts in assessing the appropriateness of the valuations
and underlying assumptions.

Our audit procedures included agreeing carrying value of the unquoted securities to the Group’s internal or
external valuations prepared using valuation techniques, assessing and challenging the appropriateness of
estimates, assumptions and valuation methodology and obtained supporting documentation and explanations
to corroborate the valuations.

Other information included in the Group’s 2020 Annual Report

Management is responsible for the other information. Other information consists of the information included
in the Group’s 2020 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
repott.

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
Ot errot.

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 Auditor’s Report to the Shareholders of Sanam Real Estate Company - KPSC and
Subsidiaty (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 matetial 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.

* 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.

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 whetre applicable, related safeguards.
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Independent Auditor’s Repott to the Shareholders of Sanam Real Estate Compahy - KPSC
and Subsidiary (continued)

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

From the matters communicated with Those Chatrged 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 repott 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.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 nor of the Parent Company’s Memorandum of Incorporation and Articles of Association, as
amended, have occutred during the year ended 31 December 2020 that might have had a material effect on the
business or financial position of the Parent Company.

We further repott, to the best of our knowledge and belief, no violations of provisions of the Law No. 7 of
2010 regarding Capital Markets Authority (“CMA”) and its relevant regulations have occurred during the year
ended 31 December 2020 that might have had a material effect on the business or financial position of the
Parent Company.

Kuwait

23 March 2021



Sanam Real Estate Company ~ KPSC and Subsidiary
Consolidated Financial Statements
31 December 2020

Consolidated statement of profit or loss and other

comprehensive income

(Restated)
Year ended Year ended
31 Dec 31 Dec
Note 2020 2019
KD KD
Income
Rental income 196,680 31,107
Change in fair value of investment in real estate portfolio (62,273) 139,514
Change in fair value of investment properties (81,473) -
Dividend from financial assets at fair value through profit or loss 61,166 94,705
Change in fair value of financial assets at FVTPL (87,906) 449,216
Realised (loss)/gain from sale of financial assets at FVTPL (93,577) 179,258
Interest and other income 25,252 52,350
(42,131) 946,150
Expenses and other charges
Staff costs 77,119 107,683
General, administrative and other expenses 95,619 161,943
Amortization expenses 8 137,332 137,332
Depreciation expenses 733 675
Provision for doubtful debts 372,000 301,929
Finance costs 67,613 -
750,416 709,562

(Loss)/profit for the year before contribution to Kuwait

Foundation for the Advancement of Sciences (KFAS), National

Labour Support Tax (NLST), Zakat and Board of Directors’

remuneration (792,547) 236,588
Provision for NLST - 57
Provision for Zakat - 23
(Loss)/profit for the year (792,547) 236,508
Other comprehensive income - -
Total comprehensive (loss)/profit for the year (792,547) 236,508
Basic and diluted (loss)/earnings per share attributable to

shareholders of the Parent Company (fils) 7 (6.53) 1.95

The notes set out on pages 9 to 40 form an integral part of these consolidated financial statements.
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31 December 2020

Consolidated statement of financial position

(Restated) (Restated)
31 Dec. 31 Dec. 1 Jan.
Note 2020 2019 2019
KD KD KD
Assets
Non-current assets
Property and equipment 1,743 1,298 1,973
Right of use of land 8 2,616,898 2,754,230 2,890,986
Investment properties 9 3,141,498 - -
Investment in real estate portfolio 10 1,209,249 1,271,522 1,132,008
Financial assets at fair value through other
comprehensive income 11 498,834 498,880 498,937
7,468,222 4,525,930 4,523,904
Current assets
Trading properties 12 - 481,841 481,222
Accounts receivable and other assets 13 2,303 312,155 607,019
Financial assets at fair value through profit or loss 14 2,781,961 3,465,982 3,317,669
Cash and cash equivalents 15 558,272 1,183,468 791,853
3,342,536 5,443,446 5,197,763
Total Assets 10,810,758 9,969,376 9,721,667
Equity and liabilities
Equity
Share capital 16 12,218,500 12,218,500 12,218,500
Share premium 16 184,196 184,196 184,196
Treasury shares 17 (184,196) (184,196) (184,196)
Treasury shares reserve 23,215 23,215 23,215
Accumulated losses (3,205,359) (2,412,812) (2,649,320)
Total equity 9,036,356 9,828,903 9,592,395
Liabilities
Non-current liabilities
Provision for employees' end of service benefits 40,583 49,452 42,913
40,583 49,452 42 913
Current liabilities
Due to bank 19 1,672,919 - -
Accounts payable and other liabilities 60,900 91,021 86,359
1,733,819 91,021 86,359
Total Liabilities 1,774,402 140,473 129,272
Total Equity and Liabilities 10,810,758 9,969,376 9,721,667

AR Abdulaziz Alnemash Shaker Frashenr Alalawi
Chairman Acting CEO

The notes set out on pages 9 to 40 form an integral part of these consolidated financial statements.



