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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
FIRST QATAR REAL ESTATE DEVELOPMENT COMPANY K.S.C. (CLOSED)

Report on the Financial Statements

We have audited the accompanying financial statements of First Qatar Real Estate Development
Company K.S.C. (Closed) (the “Company”), which comprise the statement of financial position
as at 31 December 2014, and the statement of income, statement of comprehensive income,
statement of changes in equity and 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 Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement. )

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors’
consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements 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
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
polices used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2014, and its financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standards.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
FIRST QATAR REAL ESTATE DEVELOPMENT COMPANY K.S.C. (CLOSED)
(continued)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Company and the
financial statements, together with the contents of the report of the Company’s board of
directors relating to these 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 financial statements incorporate all information that is required by the
Companies Law No. 25 of 2012, as amended and its executive regulation, and by the
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. 25 of 2012, as amended and its executive regulation, or of the
Company’s Memorandum of Incorporation and Articles of Association have occurred during
the year ended 31 December 2014 that might have had a material effect on the business of the
Company or on its financial position. ‘

# e T
( )
o S
s

WALEED A. AL-OSAIMI

LICENSE NO. 68 A

BEY

AL AIBAN, AL OSAIMI & PARTNERS

25 March 2015
Kuwait

[

A member firm of Ernst & Young Global Limited






/

First Qatar Real Estate Development Company K.S.C. (Closed)

STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2014

2014 2013
KD KD
Profit for the year 4,023,425 124,479
Other comprehensive income
Other comprehensive income to be reclassified to statement of
income in subsequent periods:
Exchange differences on translation of foreign operations (15,726) 9,210
Other comprehensive (loss) income for the year (15,726) 9,210
133,689

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 4,007,699

The attached notes 1 to 23 form part of these financial statements.
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First Qatar Real Estate Development Company K.S.C. (Closed)

STATEMENT OF FINANCIAL POSITION
At 31 December 2014

ASSETS

Non-current assets
Property and equipment
Property under development
Investment in an associate
Investment properties

Term deposit

Current assets

Inventory properties

Financial assets carried at fair value through profit or loss
Accounts receivable and prepayments

Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Statutory reserve

General reserve

Foreign currency translation reserve
Retained earnings / (accumulated losses)

Total equity

Non-current liabilities
Employees' end of service benefits
Islamic financing payables

Current liabilities
Islamic financing payables
Accounts payable and accruals

Total liabilities

TOTAL EQUITY AND LIABILITIES

.//;M

Fahad Khalid Al-Ghunaim
Chairman

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

Notes

11
12
13

14
15
15

16

16
17

2014 2013
KD KD
23,956 74,842
32,546,207 28,416,674
169,986 188,538
8,121,533 8,052,551
¥ 1,396,980
40,861,682 38,129,585
424,958 6,837,048
6,605,921 6,666,711
2,569,497 1,640,310
11,454,711 4,094,110
21,055,087 19,238,179
61,916,769 57,367,764
50,000,000 50,000,000
560,693 302,662
258,031 -
(45,676) (29,950)
1,974,648 (1,532,715)
52,747,696 48,739,997
179,506 188,969
881,458 5,575,093
1,060,964 5,764,062
4,854,430 1,137,495
3,253,679 1,726,210
8,108,109 2,863,705
9,169,073 8,627,767
61,916,769 57,367,764
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First Qatar Real Estate Development Company K.S.C. (Closed)

STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2014

Foreign
currency (Aceumulated
Share Statutory General translation  losses)/retained
capital reserve reserve reserve earnings Total
KD KD KD KD KD KD
At 1 January 2014 50,000,000 302,662 - (29,950) (1,532,715) 48,739,997
Profit for the year - - - - 4,023,425 4,023,425
Other comprehensive loss - - - (15,726) - (15,726)
Total comprehensive (loss)
income for the year - - B (15,726) 4,023,425 4,007,699
Transfer to reserves - 258,031 258,031 - (516,062) -
At 31 December 2014 50,000,000 560,693 258,031 (45,676) 1,974,648 52,747,696
At 1 January 2013 50,000,000 302,662 - (39,160) (1,657,194) 48,606,308
Profit for the year - - - - 124,479 124,479
Other comprehensive income - - - 9,210 - 9,210
Total comprehensive income for
the year - - - 9,210 124,479 133,689
At 3] December 2013 50,000,000 302,662 - (29,950) (1,532,715) 48,739,997

The attached notes 1 to 23 form part of these financial statements.
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First Qatar Real Estate Development Company K.S.C. (Closed)

STATEMENT OF CASH FLOWS
Year ended 31 December 2014

OPERATING ACTIVITIES
Profit for the year
Non-cash adjustments to reconcile profit for the year to net cash
flows:
Depreciation
Provision for employees’ end of service benefits
Change in fair value of investment properties
Gain on sale of financial assets carried at fair value through
profit or loss
Unrealised gain on financial assets carried at fair value through
profit or loss
Share of results of an associate
Dividend income
Loss on disposal of property and equipment
Finance costs

Working capital adjustments:
Inventory properties
Accounts receivable and prepayments
Accounts payable and accruals

Cash flows from (used in) operations
Employees’ end of service benefits paid

Net cash flows from (used in) operating activities

INVESTING ACTIVITIES

Purchase of property and equipment

Proceeds from sale of property and equipment

Purchase of investment properties

Disposal of investment properties

Additions to property under development

Purchase of financial assets carried at fair value through profit or
loss

Proceeds from sale of financial assets carried at fair value through
profit or loss

Dividend income received

Term deposit

Net cash flows used in investing activities
FINANCING ACTIVITIES

Receipt of Islamic financing payables
Repayment of Islamic financing payables
Finance costs paid

Net cash (used in) from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

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

Notes

\O O

13

2014 2013
KD KD
4,023,425 124,479
40,188 57,875
53,837 95,558
(30,643) (50,158)
(23,093) (49,282)
(125,517) (13,926)
2,826 (9,249)
(65,366) (55,565)
15,000 .
66,067 87,677
3,956,724 187,409
6,412,090 1,459,264
(929,187) (628,541)
1,527,469 (1,936,711)
10,967,096 (918,579)
(63,300) (476)
10,903,796 (919,055)
(11,957) (5,586)
7,655 ,
(38,339) (244,570)
- 951,431
4,129,533)  (2,313,715)
- (94,266)
209,400 222,389
65,366 55,565
1,186,980 (1,396,980)
(2,710,428)  (2,825,732)
. 5,276,541
(976,700) (773,953)
(66,067) (320,726)
(1,042,767) 4,181,862
7,150,601 437,075
4,094,110 3,657,035
11,244,711 4,094,110
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First Qatar Real Estate Development Company K.S.C. (Closed)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

1 CORPORATE INFORMATION AND ACTIVITIES

The financial statements of First Qatar Real Estate Development Company K.S.C. (Closed) (“the Company”) for
the year ended 31 December 2014 were authorised for issue in accordance with a resolution of the directors on 25
March 2015. The ordinary general assembly of the shareholders of the Company has the power to amend these
financial statements after their issuance.

The financial statements of the Company for the year ended 31 December 2013 were approved by the shareholders
at the annual general meeting held on 27 March 2014.

The Company is a closed shareholding Company registered and incorporated in Kuwait on 11 May 2004. Its
registered office is at Kuwait, Abu Baker Al Sideek St., Gulf Tower, 18th Floor, Al Qibla, Block 14.

The Company’s main licensed activities are acquisition of shares and stocks in other companies, lend money to the
companies in which it holds stocks, acquisition and lease of patent rights, trade and industrial marks, ownership of
real estate properties within the limits permitted by law and investment of surplus funds in securities and properties
managed by specialized entities. All activities are carried out in compliance with the Articles of Association and the
Memorandum of Incorporation of the Company.

2.1  BASIS OF PREPARATION

Basis of preparation
The financial statements are prepared under the historical cost convention modified to include the measurement of
fair value of investment properties and financial assets carried at fair value through profit or loss.

The financial statements have been presented in Kuwaiti Dinars (“KD”), which is the Company’s functional and
presentation currency.

Statement of compliance
The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and
the revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the
fair value of consideration received or receivable, taking into account contractually defined terms of payment
and excluding discounts. The Company assesses its revenue arrangements against specific criteria in order to
determine if it is acting as principal or agent. The Company has concluded that it is acting as a principal in all of
its revenue arrangements. The following specific recognition criteria must also be met before revenue is
recognised:

Sale of inventory properties

A property is regarded as sold when the significant risks and returns have been transferred to the buyer, which is
normally on unconditional exchange of contracts. For conditional exchanges, sales are recognised only when all the
significant conditions are satisfied.

Rental income
Rental income arising from operating leases on investment properties is accounted for on a straight line basis over

the lease term.

Dividend income
Dividend income is recognised when the Company’s right to receive payment is established.

Operating leases — Company as a lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as

operating leases. Operating lease payments are recognised as an expense in the statement of income on a straight-
line basis over the lease term,




First Qatar Real Estate Development Company K.S.C. (Closed)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment
Property and equipment is stated at cost less accumulated depreciation and any impairment in value. Depreciation is
calculated on a straight line basis over the estimated useful lives of the assets as follows:

Furniture and office equipment 4 to 5 years
Computers 4 years
Vehicles 5 years

Expenditure incurred to replace a component of an item of property and equipment that is accounted for separately
is capitalised and the carrying amount of the component that is replaced is written off. Other subsequent
expenditure is capitalised only when it increases future economic benefits of the related item of property and
equipment, All other expenditure is recognised in the statement of income as the expense is incurred.

An item of property and equipment and any significant part initially recognised is derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the statement of income when the asset is derecognised.

The assets' residual values, useful lives and methods of depreciation are reviewed at each financial year end, and
adjusted prospectively, if appropriate.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the asset. All
other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

Property under development

Property under development for the future use as property and equipment are stated at cost less any impairment in
value. The carrying value of these properties is reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. If any such indication exists, and where
the carrying value exceeds the estimated recoverable amount, the assets are written down to their recoverable

amount.

Investment in an associate
The Company’s investment in its associate is accounted for using the equity method of accounting. An associate is

an entity in which the Company has significant influence.

Under the equity method, the investment in an associate is carried in the statement of financial position at cost plus
post acquisition changes in the Company’s share of net assets of the associate. Goodwill relating to the associate is
included in the carrying amount of the investment and is neither amortised nor individually tested for impairment.

The statement of income reflects the share of the results of operations of the associate. Where there has been a
change recognised directly in the equity of the associate, the Company recognises its share of any changes and
discloses this, when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Company and the associate are eliminated to the extent of the interest in the associate. The
share of profit of associates is shown on the face of the statement of income. This is the profit attributable to equity
holders of the associate and therefore is profit after tax and non-controlling interests in the subsidiaries of the
associates.

The financial statements of the associate are prepared for the same reporting period as the Company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Company.

After application of the equity method, the Company determines whether it is necessary to recognise an additional
impairment loss on the Company’s investment in its associate. The Company determines at each reporting date
whether there is any objective evidence that the investment in the associate is impaired. If this is the case the
Company calculates the amount of impairment as the difference between the recoverable amount of the associate
and its carrying value and recognises impairment in the statement of income.




First Qatar Real Estate Development Company K.S.C. (Closed)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in an associate (continued)

Upon loss of significant influence over the associate, the Company measures and recognises any retaining
investment at its fair value. Any difference between the carrying amount of the associate upon loss of significant
influence and the fair value of the retaining investment and proceeds from disposal is recognised in the statement
of income.

Investment properties

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes
the cost of replacing part of an existing investment property at the time that cost is incurred if the recognition
criteria are met; and excludes the costs of day to day servicing of an investment property. Subsequent to initial
recognition, investment properties are stated at fair value, which reflect market conditions at the reporting date.
Gains or losses arising from changes in the fair values of investment properties are included in the statement of
income in the year in which they arise. The fair value of investment properties is determined by independent real
estate valuation experts using recognised valuation techniques.

Investment properties are derecognised when either they have been disposed off or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or
losses on the retirement or disposal of an investment property are recognised in the statement of income in the
year of retirement or disposal.

Transfers are made to investment properties when, and only when, there is a change in use. For a transfer from
investment properties to owner occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner occupied property becomes an investment property, the Company accounts
for such property in accordance with the policy stated under property and equipment up to the date of change in
use.

Term deposit
Term deposit represent deposit with a bank and having an original maturity period of more than one year from

the date of origination and earn an interest.

Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Company makes an
estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s fair value less costs to sell and its value in use and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets or groups of
assets and then its recoverable amount is assessed as part of the cash-generating unit to which it belongs. Where
the carrying amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset (or cash-
generating unit) is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset (or
cash-generating unit). In determining fair value less costs to sell an appropriate valuation model is used. These
calculations are corroborated by available fair value indicators.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable amount
is asset’s recoverable amount since the last impairment loss was recognised. If that is the case, the carrying
amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation, had no impairment loss been recognised for the
asset in prior years. Such reversal is recognised in the statement of income. After such a reversal, the
depreciation charge is adjusted in future years to allocate the asset’s revised carrying amount, less any residual
value, on a systematic basis over its remaining useful life.

Inventory properties
Properties acquired or being constructed for sale in the ordinary course of business, rather than to be held for

rental or capital appreciation, is held as inventory and is measured at the lower of cost and net realisable value.
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First Qatar Real Estate Development Company K.S.C. (Closed)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

22 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventory properties (continued)
Cost includes:
e Freehold and leasehold rights for land,;
e  Amounts paid to contractors for construction;
o Borrowing costs, planning and design costs, costs of site preparation, professional fees for legal
services, property transfer taxes, construction overheads and other related costs.

Non-refundable commissions paid to sales or marketing agents on the sale of real estate units are expensed when
paid.

Net realisable value is the estimated selling price in the ordinary course of the business, based on market prices
at the reporting date and discounted for the time value of money if material, less costs to completion and the
estimated costs of sale.

The cost of inventory recognised in profit or loss on disposal is determined with reference to the specific costs
incurred on the property sold and an allocation of any non-specific costs based on the relative size of the

property sold.

Financial instruments — initial recognition and subsequent measurement

(i) Financial assets

Initial recognition and measurement

Financial assets within scope of IAS 39 are classified as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments or financial assets available for sale, or as derivatives designated as
hedging instruments in an effective hedge as appropriate. The Company determines the classification of its financial
assets at initial recognition.

All financial assets are recognised initially at fair value plus, in the case of investments not at fair value through
income statement, directly attributable transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the date that the Company
commits to purchase or sell the asset.

The Company's financial assets include term deposit, investments at fair value through profit or loss, receivables,
cash and cash equivalents. At 31 December, the Company did not have any held-to-maturity investments or
financial assets available for sale, or derivatives instruments.

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets carried at fair value through profit or loss

Financial assets carried at fair value through profit or loss include financial assets held for trading and financial
assets designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held
for trading if they are acquired for the purpose of selling or repurchasing in the near term. Gains or losses of
investment held for trading are recognized in the statement of income. Financial assets are designated at fair value
through profit or loss if they are managed and their performance is evaluated on reliable fair value basis in
accordance with documented investment strategy. Financial assets at fair value through profit or loss are carried in
the statement of financial position at fair value with changes in fair value recognised in the statement of income.

Accounts receivables

Accounts receivable are stated at the balance due, net of provisions for an uncollectible amount. An estimate for
doubtful debts is made, when collection of full amount is no longer probable. Bad debts are written off when
there is no possibility of recovery.

11



First Qatar Real Estate Development Company K.S.C. (Closed)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — initial recognition and subsequent measurement (continued)

(i) Financial assets (continued)

Derecognition

A financial asset (or, where applicable a part of financial asset or part of a group of similar financial assets) is

derecognised when:

o the rights to receive the cash flows from the asset have expired

e the Company has transferred its right to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Company’s continuing involvement in the
asset. In that case, the Company also recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Company has retained.

Impaivment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if|
and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy
or other financial reorganisation and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost the Company first assesses individually whether objective evidence
of impairment exists individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Company determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred).

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss
is recognised in the statement of income. If, in a subsequent year, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting the allowance account.

(ii) Financial liabilities

Initial vecognition and measurement

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or
loss and loans and borrowings or as derivatives designated as hedging instruments in an effective hedge as
appropriate. The Company determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in case of loans and borrowings, plus directly

attributable transactions costs.

The Company’s financial liabilities include accounts payable and Islamic financing payables consisting of
murabaha payable and ijarah payable. At 31 December, the Company did not have any financial liabilities at fair
value through profit or loss or as derivatives instruments.
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