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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
UNITED REAL ESTATE COMPANY S.A.K.P.

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of United Real Estate
Company S.A.K.P. (the “Parent Company”) and its subsidiaries (together the “Group”), which
comprise the consolidated statement of financial position as at 31 December 2014, and the
consolidated income statement and consolidated statements of comprehensive income, cash flows
and changes in equity for the year then ended, and a summary of significant accounting policies
and other explanatory information.

Management’s responsibility for the consolidated financial statements

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

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conduycted 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 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, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal controls relevant to the entity’s preparation and fair presentation of
the consolidated 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 policies used
and the reasonableness of accounting estimates made by the Parent Company’s management, as
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
UNITED REAL ESTATE COMPANY S.A.K.P. (continued)

Opinion

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

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 25 of 2012, as amended and its executive
regulation, 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 Companies Law No 25 of 2012, as amended, or of the Parent
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 Parent
Company or on its financial position.

b

WALEED A. AL OSAIMI ALTOWAID RUKHAEYES

LICENCE NO. 68 A LICENSE NO. 72A

EY MEMBER OF THE INTERNATIONAL
AL AIBAN, AL OSAIMI & PARTNERS ACCOUNTING GROUP

17 February 2015
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United Real Estate Company S.A.K.P. and Subsidiaries

As at 31 December 2014
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United Real Estate Company S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

9 INVESTMENT PROPERTIES

Lands for development (a)
Investment properties under construction (b)
Developed properties (c)

2014 2013

KD KD
60,753,762 64,029,822
72,406,273 52,019,464
124,137,830 118,410,228
257,297,865 234,459,514

Valuation of lands for development, investment properties under construction and developed properties were
conducted as at 31 December 2014 by independent appraisers with a recognised and relevant professional qualification
and recent experience of the location and category of investment property being valued. The discounted future cash
flow method or property market value method have been used for developed properties as deemed appropriate
considering the nature and usage of the property. The fair value of lands for development and investment property

under construction has been determined through market value method.

a) Lands for development

The movement in lands for development during the year was as follows:

As at1)anuary

Additions

Transfer to project under construction (Note 9(b))
Disposals

Transfer to developed property (Note 9(c))
Valuation (loss) gain

Fareign currency adjustments

As at 31 December

2014 2013

KD KD
64,029,822 93,813,1M
255,754 1,920,198
- (7,701,139)
(3,205,306) (20,785,404)
- (3,646,115)
(439,157) 479,436
112,649 (50,265)
60,753,762 64,029,822

Lands for development includes a land in Sharm El Sheikh, Egypt amounting to KD 9,266,000 which is not yet registered
in the name of the subsidiary (Gulf Egypt) and the subsidiary is not permitted to register it until it completes its

construction project on this land.

b) Investment properties under construction

As at 1)anuary

Capital expenditure

Transfer from lands for development (Note 9 (a))
Valuation gain

Transfer to developed property

Disposal on derecognition of investment in subsidiary
Transfer to property and equipment (Note 10)
Foreign currency adjustments

As at 31 December

2014 2013
KD KD
52,019,464 156,804,439
20,382,632 14,907,869
- 7,701,139
4177 34
- (23,097,007)
- (87,591,000)
- (16,656,878)
- (49132)
72,406,273 52,019,464
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United Real Estate Company S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

9 INVESTMENT PROPERTIES (continued)

C) Developed properties

Developed land and buildings:
Developed land and buildings

Buildings erected on land leased from the Government

2014 2013

KD KD
27,428,700 21,755,125
96,709,130 96,655,103
124,137,830 118,410,228

The lease periods for the plots of land leased from the Government of Kuwait and others range from 2 to 50 years.

The movement during the year was as follows:

As at1)anuary
Additions

Transfer from lands for development (Note 9(a))
Transfer from project under construction

Disposals

Disposal on derecognition of investment in subsidiary

Valuation gain

Fareign currency adjustments

As at 31 December

Fair value hierarchy

2014 2013
KD KD
118,410,228 115,622,768
3,063,666 9,144,013
- 3,646,115
- 23,097,007
- (5,299,331)
- (32,027,000)
2,659,963 4,227,162
3,973 (5086)
124,137,830 118,410,228

The fair value measurement of investment properties has been categorised as level 3 fair value based on inputs to the
valuation technique used. The following table shows reconciliation from the opening balances to the closing balances

for Level 3 fair values:

2014

Opening balance
Purchases
Disposals
Valuation gain

Fareign currency adjustments

Closing balance

2013

Opening balance
Purchases
Disposals
Valuation gain

Fareign currency adjustments

Closing balance

Office Retail outlets Total
KD KD KD
9,412,623 225,046,891 234,495,514
253,983 23,448,069 23,702,052
- (3,205,306) (3,205,306)
488,394 1,736,589 2,224,983
- 116,622 116,622
10,155,000 247,142,865 257,297,865
Office Retail outlets Total
KD KD KD
120,409,500 245,830,818 366,240,318
3,635,904 56,780,437 60,416,341
(114,649,000) (82,154,874) (196,803,874)
16,219 4,690,413 4,706,632
- (99,903) (99,903)
9,412,623 225,046,891 234,459,514
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United Real Estate Company S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

9 INVESTMENT PROPERTIES (continued)

Significant assumptions used for valuation of investment properties with the same characteristics are as follows:

Offices Retail outlets
2014 2013 2014 2013
% % % %
Average net initial yield 9.50 9.50 9.75 9.75
Average reversionary yield 10.50 10.50 10.75 10.75
Average inflation rate 3.50 3.85 3.50 3.85
Long-term vacancy rate 10.00 10.00 10.00 10.00
Long-term growth in real rental rates 3.00 3.00 3.00 3.00

Sensitivity analysis
The table below presents the sensitivity of the valuation to changes in the most significant assumptions underlying the
valuation of investment properties.

Impact on fair value

2014 2013
Retail
Significant unobservable inputs Sensitivity Offices outlets Offices Retail outlets
KD KD KD KD
Average net initial vield /1% 428,340 4,280,390 416,677 4,544,300
g ¥ ’ (406,240) (3,890,700) (565,017) (4,036,100)
Average reversionarv vield o) 1% 498,320 6,483,670 377,843 7,100,000
g vy ’ (483,050) (5,289,300) (282,509) (6,400,000)
Average inflation rate +/-25 70,203 2,650,360 141,254 2,880,000
g basis points (68,290) (2,030,480) (101,255) (2,200,000)
Lone-term vacancy rate /1% 62,320 2,900,890 169,504 2,800,000
g y ° (56,205) (2,620,570) (188,339) (3,040,000)
. o 35,390 2,870,305 207,172 3,400,000
Long-term growth in real rental rates +/-1% (32,250) (3,204,360) (175,605) (2,980,000)
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United Real Estate Company S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

10 PROPERTY AND EQUIPMENT

Cost:
As at1january 2014
Additions

As at 31 December 2014

Depreciation:
As at1)anuary 2014

Charge for the year
As at 31 December 2014

Net carrying amount
As at 31 December 2014

Computer
Freehold Tools and hardware Furniture Motor
land Buildings equipment and software and fixtures vehicles Total
KD KD KD KD KD KD KD
8,688,634 76,264,792 9,499,699 2,328,627 7,246,790 355,121 104,383,663
- 5,028,348 550,439 246,636 548,590 115,661 6,489,674
8,688,634 81,293,140 10,050,138 2,575,263 7,795,380 470,782 110,873,337
- (9,220,042) (4,229,677) (2,309,489) (3,675,387) (210,464) (19,645,059)
- (3,293,977) (268,501) (140,923) (928,550) (76,040) (4,707,991)
- (12,514,019) (4,498,178) (2,450,412) (4,603,937) (286,504) (24,353,050)
8,688,634 68,779,121 5,551,960 124,851 3,191,443 184,278 86,520,287
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United Real Estate Company S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

10 PROPERTY AND EQUIPMENT (continued)

Cost:
As at1)anuary 2013
Additions
Transfer from investment
properties (Note 9b)

As at 31 December 2013
Depreciation:

As at 1)anuary 2013

Charge for the year

As at 31 December 2013

Net carrying amount
As at 31 December 2013

Depreciation charge amounting to KD 4,227,521 (2013: KD 3,488,922) has been allocated to cost of revenue.

Computer
Freehold Tools and hardware Furniture Motor

land Buildings equipment and software and fixtures vehicles Total

KD KD KD KD KD KD KD
8,518,408 53,539,077 8,425,679 2,163,230 6,580,293 169,046 79,395,733
170,226 6,068,837 1,074,020 165,397 666,497 186,075 8,331,052
- 16,656,878 - - - - 16,656,878
8,688,634 76,264,792 9,499,699 2,328,627 7,246,790 355,121 104,383,663
- (7,550,347) (3,573,340) (2142,907) (2,337,862) (160,712) (15,765,162)
- (1,669,701) (656,337) (166,582) (1,337,525) (49,752) (3,879,897)
- (9,220,042) (4,229,677) (2,309,489) (3,675,387) (210,464) (19,645,059)
8,688,634 67,044,750 5,270,022 19,138 3,571,403 144,657 84,738,604
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

n ACCOUNTS PAYABLE, ACCRUALS AND OTHER PAYABLES

Rent received in advance
Accounts payable

Refundable deposits

Due to related parties (Note 23)
Other payables

12 INTEREST BEARING LOANS AND BORROWINGS

Loans
Bank overdrafts

2014 2013
KD KD
5,521,934 6,623,672
20,928,928 19,111,108
5,637,182 5,376,410
1,109,606 284,845
24,532,709 19,698,519
57,730,359 51,094,554
2014 2013
KD KD
143,248,250 134,225113
14,283,070 93,315
157,531,320 134,318,428

The following table shows the current and non-current portion of the Group’s loans and Sukuk Musharaka obligations:

Non-current Total Total
Current portion portion 2014 2013
KD KD KD
Bank overdrafts 14,283,070 - 14,283,070 93,315
Short term loans 62,218,075 - 62,218,075 68,119,920
Term loans 25,631,759 55,398,416 81,030,175 66,105,193
102,132,904 55,398,416 157,531,320 134,318,428

Term loans are obtained for varying periods ranging from one year to ten years, and carry interest rates ranging from 4%

to 8.75% (2013: 4% to 9.25%).

Interest bearing loans and borrowings amounting to KD 29,014,617 (2013: KD 20,217,508) are due to related parties (Note

23).

The following table shows the current and non-current portions (analysed by currency) of the Group’s loan abligations:

Current Non-current Total Total
portion portion 2014 2013
KD KD KD KD

US Dollars 5,823,938 38,172,759 43,996,697 35,208,409
Omani Riyal 1,524,000 7,965,636 9,489,636 9,794,335
British Pound - 1,760,021 1,760,021 1,352,449
Kuwaiti Dinars 94,784,966 7,500,000 102,284,966 87,963,235

102,132,904 55,398,416 157,531,320 134,318,428

Included in interest bearing loans are loans amounting to KD 55,246,354 (2013: KD 46,355,193) which are obtained and

availed by subsidiaries in the Group.
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

13 BONDS
2014 2013
KD KD
On 24 June 2013, the Parent Company issued unsecured bonds in the principal
amount of KD 60,000,000 composed of bonds in two series as follows:
e Due on 24 June 2018, carrying interest at a fixed rate of 5.75% per annum
payable quarterly in arrears. 36,450,000 36,450,000
e Due on 24 June 2018, carrying interest at a variable rate of 3.25% over the
Central Bank of Kuwait discount rate payable quarterly in arrears. 23,550,000 23,550,000
60,000,000 60,000,000

14 SHARE CAPITAL AND SHARE PREMIUM

As at 31 December 2014, the Parent Company's authorised, issued and fully paid share capital consists of 1,187,974,420 shares
of 100 fils each (2013: 1,187,974,420 shares of 100 fils each) which is fully paid in cash.

The share premium is not available for distribution.

15 STATUTORY RESERVE

In accordance with the Companies Law and the Parent Company's Articles of Assaciation, 10% of the profit for the year
attributable to equity holders of the Parent Company befare contribution to Kuwait Foundation for the Advancement of
Sciences (“KFAS”), National Labour Support Tax (“NLST"), Zakat and directors’ remuneration has been transferred to
statutory reserve. The Parent Company may resolve to discontinue such annual transfers when the reserve equals 50% of
the paid-up capital. The statutory reserve is not available for distribution except in certain circumstances stipulated by law.

16 VOLUNTARY RESERVE

In accordance with the Parent Company’s Articles of Association, 10% of profit for the year attributable to equity holders of
the Parent Company before contribution to Kuwait Foundation for the Advancement of Sciences, National Labour Support
Tax, Zakat and directors’ remuneration is to be transferred to the voluntary reserve. Such annual transfers have been
discontinued by a resolution of the shareholders’ Annual General Assembly upon a recommendation by the Board of Directors.

17 TREASURY SHARES

2014 2013
Number of treasury shares 114,142,873 118,504,467
Percentage to issued shares 9.61% 9.98%
Market value in KD 11,414,287 13,983,527

Reserves equivalent to the cost of treasury shares are not available for distribution throughout the period these shares are held
by the Group.
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

18 INVESTMENT INCOME

2014 2013
KD KD
Dividend income 39,759 50,953
Realised gain on sale of available for sale investments - 339,256
39,759 390,209
19 GENERAL AND ADMINISTRATIVE EXPENSES
Included in the general and administration expenses are the following staff related costs:
2014 2013
KD KD
Wages and salaries 2,827,603 2,796,058
Post-employment benefits 803,480 628,580
3,631,083 3,424,638
20 TAXATION
2014 2013
KD KD
Contribution to KFAS 71,612 109,221
NLST 198,923 303,393
Zakat 79,569 121,357
Taxation on overseas subsidiaries
Current tax 109,877 45,310
Deferred tax 1,076,417 499,390
1,536,398 1,078,671

The tax rate applicable to the taxable overseas subsidiary companies is in the range of 10% to 20% (2013: 10% to 20%). For
the purpose of determining the taxable results for the year, the accounting profit of the overseas subsidiary companies were
adjusted for tax purposes. Adjustments for tax purposes include items relating to both income and expense. The
adjustments are based on the current understanding of the existing laws, regulations and practices of each overseas

subsidiary companies jurisdiction.

Deferred tax relates to the following:

2014 2013
KD KD
Revaluation of investment properties to fair value (7,331,191) (9,060,921)
Deferred tax - relating to origination and reversal of temporary differences (2,806,147) -
Deferred tax liabilities (10,137,338) (9,060,921)
Reconciliation of deferred tax liabilities:
2014 2013
KD KD
As at 1January (9,060,921) (8,561,531)
Expense for the year (1,076,417) (499,390)
As at 31 December (10,137,338) (9,060,921)
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

Al BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings per share is computed by dividing the profit for the year attributable to the equity holders of the Parent
Company by the weighted average number of shares outstanding during the year less treasury shares.

Diluted earnings per share is calculated by dividing the profit for the year attributable to the equity holders of the Parent
Company by the weighted average number of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that would be issued on the conversion of all employees stock options. The Parent Company has

outstanding share options, issued under the employee stock options plan, which have a dilutive effect on earnings.

Basic earnings per share

2014 2013
KD KD
Earnings:
Profit for the year attributable to the equity holders of the Parent Company 7,876,473 11,198,765
Shares Shares

Number of shares outstanding:
Weighted average number of paid up shares
Less: Weighted average number of treasury shares

Weighted average number of shares outstanding for basic earnings per share

1,187,974,420

(116,715,420)

1,187,974,420
(109,605,377)

1,071,259,000

1,078,369,043

Basic earnings per share attributable to equity holders of the Parent Company 7.4 fils 10.4 fils
Dilutive earnings per share
2014 2013
KD KD
Earnings:
Profit for the year attributable to the equity holders of the Parent Company 7,876,473 11,198,765
Number of shares outstanding Shares Shares
Weighted average number of shares outstanding for basic earnings per share 1,071,259,000 1,078,369,043
593,614 4,958,114

Effect of share options

Weighted average number of shares outstanding for diluted earnings per share

Diluted earnings per share attributable to equity holders of the Parent Company

22 DIVIDEND

1,071,852,614

1,083,327,157

7.3 fils

10.3 fils

During the board meeting held on 17 February 2015, the Board of Directors of the Parent Company recommended 5% cash
dividends for the year ended 31 December 2014. This proposal is subject to the approval by the Shareholders’ Annual

General Assembly.

The Shareholders’ Annual General Assembly held on 16 April 2014 approved the audited consolidated financial statements
of the Group for the year ended 31 December 2013. The Shareholders’ Annual General Assembly and the regulatory

authorities approved 8% cash dividend for the year ended 31 December 2013 amounting to KD 8,555,760.
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

23 RELATED PARTY TRANSACTIONS

These represent transactions with the related parties, i.e. the Ultimate Parent Company, major shareholders, assaciates,
directors and key management of the Group, and entities controlled, jointly controlled or significantly influenced by such parties.
Pricing policies and terms of these transactions are approved by the Parent Company’s management. Balances and transactions

with related parties are as follows:

Ultimate
Parent
Company
KD
Consolidated statement of
financial position
Cash and short term
deposits (Note 4) -
Accounts receivable,
prepayments and other assets
(Note 5) -
Available for sale investments
(Note 7) -
Accounts payable, accruals and
other payables (Note 11) 60,840
Interest bearing loans and
borrowings (Note 12) -

Consolidated income statement

General and administrative

expenses -
Finance costs 801,370
Interest income -
Other operating revenue -
Contracting and services

revenue -

Other
major
shareholders

KD

1,046,696

Associates
KD

203,052

673,025

Other
related
parties

KD

88,685

4,678,920

11,962,657
2,070

29,014,617

481,638
363,218
84,304

2014
KD

88,685

4,678,920

11,962,657

1,109,606

29,014,617

203,052
1,283,008
363,218
84,304

673,025

2013
KD

223177

1,098,003

11,994,100

284,845

20,217,508

195,363
466,752

13,736
259,685

325,826

Certain available for sale investments with carrying value of KD 1,436,675 (2013:1,400,569) are managed by a related party

(Note 7).

Key management personnel compensation

Salaries and short-term employee benefits
End of service benefits

2014 2013
KD KD
721,576 819,412

75,278 92,576

796,854 911,988
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United Real Estate Company - S.A.K.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2014

24 CONTINGENT LIABILITIES AND COMMITMENTS

Contingent liabilities
At 31 December 2014 the Group had contingent liabilities in respect of bank, other guarantees and other matters arising in
the ordinary course of business from which it is anticipated that no material liabilities will arise, amounting to KD 7,485,177

(31 Decemnber 2013: KD 7,379,197).

Capital commitments
The Group has capital commitments in respect of the following:

e The group has agreed construction contracts with third parties and is consequently committed to future capital
expenditure in respect of investment property under construction amounting to KD 3.7 million (31 December 2013:
KD 25.3 million) and in respect of property held for trading amounting to KD 11.3 million (31 December 2013: KD 20.8
million).

e Uncalled capital in investments in associate amounting to KD 9.5 million (31 December 2013: KD 6 million)

Operating lease commitments - Group as a lessor
The Group has entered into commercial leases for certain investment properties in the normal course of business. Future

minimum rentals receivable under non-cancellable operating leases as at 31 December are as follows:

2014 2013
KD KD
Within one year 19,725,610 17,710,055
After one year but not more than three years 45,954,808 35,420,110
65,680,418 53,130,165

Operating lease commitments - Group as a lessee
The Group has entered into commercial leases for investment properties in the normal course of business. Future minimum

rentals payable under non-cancellable operating leases as at 31 December are as follows:

2014 2013

KD KD
Within one year 190,629 200,864
After one year but not more than three years 381,258 1,461,658
571,887 1,662,522
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

25 SEGMENT INFORMATION

Management monitors the operating results of its segments separately for the purpose of making decisions about resource
allocation and performance assessment. Segment performance is evaluated based on operating profit or loss as explained in

the table below.

Segment results include revenue and expenses directly attributable to a segment.

The Group has following reportable segments:

e Rental operations: consist of leasing of properties.
e Hospitality operations: consist of hospitality services provided through Marina Hotel, Fairmount Hotel, Bhamdoun
Hotel and Salalah Residence.

e Property trading: consist of purchase and resale of properties.

e (ontracting and services: consist of managing third party properties.

e Real estate development: consist of development of real estate properties.

The following table presents revenue and profit information regarding the Group's operating segments:

31 December 2014

Segment revenues

Segment results
Unallocated expenses

Profit for the year

Segment assets
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Other segmental
information:

Valuation gain on
investment properties

Share of results of
associates

Investment in
associates

Rental Hospitality Property Contracting Real estate
operations operations trading and services  development Total

KD KD KD KD KD KD
19,149,878 19,032,826 4,939,031 8,590,335 - 51,712,070
12,056,935 2,175,360 827,534 (256,696) 2,533,198 17,336,331
(9,611,204)
7,725127
263,297,930 90,497,972 58,912,217 6,100,981 61,341,304 480,150,404
40,877,653
521,028,057
53,233,736 28,174,202 12,588,553 1,892,012 20,274,676 116,163,179
169,235,838
285,399,017
2,659,116 - - (434,133) 2,224,983
68,910 (43,951) - 936,200 961,159
63,362,652 1,579,842 - 1,638,918 66,581,412
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United Real Estate Company - S.A.K.P. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2014

25 SEGMENT INFORMATION (continued)

31 December 2013

Segment revenues

Segment results
Unallocated expenses

Profit for the year

Segment assets
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Other segmental
information:
Valuation gain on
investment properties
Share of results of
associates
Impairment loss on
available for sale
investments

Investment in
associates

Rental Hospitality Property Contracting Real estate
operations operations trading and services  development Total

KD KD KD KD KD KD
19,222,456 17,810,763 71,930 4,966,815 - 42,071,964
10,754,022 2,207,476 (20,953) 38,151 6,988,189 19,966,885
(8,921,232)
11,045,653
146,657,833 82,944,162 49,817,762 6,156,087 144,825,431 430,401,275
42,793,152
473,194,427
32,978,219 25,322,924 6,543,095 1,664,089 - 66,508,327
187,965,576
254,473,903
4,472,641 - - - 233,991 4,706,632
315,284 83,587 - - (268,283) 130,588
- (155,964) - - (90,019) (245,983)
57,826,098 1,702,498 816,715 60,345,311
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25 SEGMENT INFORMATION (continued)
Geographic information

Revenue

Kuwait
Egypt
Lebanon
UAE
Oman
Bahrain
UK

USA

Non-current assets

Kuwait
Egypt
Lebanon
UAE
Syria
Oman

Jordan
Bahrain
USA
KSA

UK
Morocco

2014 2013
KD KD
29,364,318 27,337,524
13,126,012 12,798,733
4,601,051 187,800
24,163 13,750
3,135,809 1,018,356
180,744 22,453
570,479 87,081
709,494 605,267
51,712,070 42,071,964
2014 2013
KD KD
117,614,080 111,986,656
115,091,599 112,164,240
28,865,600 27,307,998
17,482,181 17,881,201
3,327,910 3,209,424
68,968,616 64,474,648
108,219,402 82,797,571
4,635,266 4,617,085
6,683,573 5,812,623
1,976,213 1,965,506
2,996,392 2,858,075
- 5,283,122
475,860,832 440,358,149

Non-current assets for this purpose consist of long term account receivables, properties held for trading, available for sale
investments, investment in associates, investment properties, property and equipment and goodwill (refer Note 27 of

maturity analysis of assets and liabilities).
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26 FAIR VALUE MEASUREMENT

The fair value of financial assets and financial liabilities that are not carried at fair value is not materially different from
their carrying amounts except for available for sale investments carried at cost amounting to KD 11,947,649 as at 31

December 2014 (31 December 2013: KD 12,028,273).

The following table shows an analysis of financial and non-financial instruments recorded at fair value by level of the fair

value hierarchy:

Level: 1 Level: 3 Total
2014 KD KD KD
Assets measures at fair value
Investment properties (Note 9): - 257,297,865 257,297,865
Financial assets available for sale (Note 7):
Quoted equity shares 398,423 - 398,423
Unguoted equity shares - 3,424,366 3,424,366
398,423 260,722,231 261,120,654
Level: 1 Level: 3 Total
2013 KD KD KD
Assets measures at fair value
Investment properties (Note 9): 234,459,514 234,459,514
Financial assets available for sale (note 7):
Quoted equity shares 369,513 - 369,513
Unquoted equity shares - 773,619 773,619
369,513 235,233,133 235,602,646

Unquoted equity shares are valued based on net book value method using latest available financial statements of the

investee entities, where in the underlying assets are fair valued.

The impact on the consolidated statement of financial position or the consolidated statement of shareholder’s equity
would be immaterial if the relevant risk variables used to fair value the unquoted securities were altered by 5%.

Movement in the level 3 financial instrument is as follows.

As at 1)anuary

Net purchases, (sales and settlements)

Gain recorded in other comprehensive income
Impairment recorded during the year

As at 31 December

2014
KD
773,619

2,606,493

44,692
(438)

3,424,366

2013
KD
734,407
105,017
(65,805)

773,619
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27 MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below summarises the maturity profile of the Group's assets and liabilities. The maturity profile of short term
deposits, accounts receivable, prepayments and other assets, accounts payable and accruals, interest bearing loans and
borrowings, and bonds at the year-end is based on contractual repayment arrangements. The maturity profile for the
remaining assets and liabilities is determined based on the management estimate of liquidation of those financial assets.

The maturity profile is monitored by management to ensure adequate liquidity is maintained.

31 December 2014

ASSETS
Cash, bank balances and short
term deposits

Accounts receivable, prepayments
and other assets

Properties held for trading
Available for sale investments
Investment in associates
Investment properties
Goodwiill

Property and equipment

TOTAL ASSETS

LIABILITIES
Accounts payable, accruals and
other payables

Deferred tax liabilities

Interest bearing loans and
borrowings

Bonds

TOTAL LIABILITIES

Within one year

Within 3tob 6to12 Sub Over
3 months months months total 1year Total
KD KD KD KD KD KD
13,027,132 - - 13,027,132 - 13,027,132
1,391,961 2,974,281 9,475,497 13,841,739 9,127,447 22,969,186
- - 13,357,504 13,357,504 45,491,737 58,849,241
4,940,850 - - 4,940,850 10,829,588 15,770,438
- - - - 66,581,412 66,581,412
- - - - 257,297,865 257,297,865
B B - - 12,496 12,496
- - - - 86,520,287 86,520,287
19,359,943 2,974,281 22,833,001 45,167,225 475,860,832 521,028,057
3,340,276 5,479,784 5,790,444 14,610,504 43,119,855 57,730,359
- - - - 10,137,338 10,137,338
2,837,735 2,836,985 96,458,184 102,132,904 55,398,416 157,531,320
- - - - 60,000,000 60,000,000
6,178,011 8,316,769 102,248,628 116,743,408 168,655,609 285,399,017
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27 MATURITY ANALYSIS OF ASSETS AND LIABILITIES (continued)

Within one year

Within 3tob 6to12 Sub Over
31 December 2013 3 months months months total 1year Total
KD KD KD KD KD KD

ASSETS
Cash, bank balances and short

term deposits 11,419,614 - - 11,419,614 - 11,419,614
Accounts receivable, prepayments

and other assets 4,697,933 2,888,860 2,102,010 9,688,803 9,540,918 19,229,721
Properties held for trading - - 7,962,555 7,962,555 41,855,207 49,817,762
Available for sale investments 560,000 - - 560,000 12,611,405 13,171,405
Investment in associates - - - - 60,345,311 60,345,311
Investment properties - - 3,205,306 3,205,306 231,254,208 234,459,514
Property and equipment - - - - 84,738,604 84,738,604
Goodwiill - - - - 12,496 12,496
TOTAL ASSETS 16,677,547 2,888,860 13,269,871 32,836,278 440,358,143 473,194,427
LIABILITIES
Accounts payable, accruals and

other payables 6,673,595 2,318,977 1,653,925 10,646,497 40,448,057 51,094,554
Interest bearing loans and

borrowings 10,095,400 3,243,805 75,378,680 88,717,885 45,600,543 134,318,428
Deferred tax liabilities - - - - 9,060,921 9,060,921
Bonds - - - - 60,000,000 60,000,000

16,768,995 5,562,782 77,032,605 99,364,382 155,109,521 254,473,903

TOTAL LIABILITIES

As at 31 December 2014 the Group has short term loans and overdrafts amounting to KD 75,784,215 (31 December 2013:
KD 68,213,235) which are renewable on a yearly basis.

28 RISK MANAGEMENT

Risk is inherent in the Group's activities but it is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability.

The major risks to which the Group is exposed in conducting its business and operations, and the means and organisational
structure it employs in seeking to manage them strategically in building shareholder value are outlined below.

Risk management structure
The Board of Directors of the Parent Company are ultimately responsible for the overall risk management approach and
for approving the risk strategies and principles.

Excessive risk concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the same
geographic region, or have similar economic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of
the Group’s performance to developments affecting a particular industry or geographical location.

In order to avoid excessive concentrations of risk, the Group’s policies and procedures include specific guidelines to focus
on country and counter party limits and maintaining a diversified portfolio. Identified concentrations of credit risks are
controlled and managed accordingly.
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28 RISK MANAGEMENT (continued)
28.3 Market risk (continued)

28.3.3 Foreign currency risk

Currency risk is the risk that the value of the financial instrument on monetary items will fluctuate due to changes in the
foreign exchange rates. The Group incurs foreign currency risk on transactions denominated in a currency other than the
Kuwaiti Dinar. The Group ensures that the net exposure is kept to an acceptable level, by dealing in currencies that do not
fluctuate significantly against the Kuwaiti Dinar.

The following table demonstrates the sensitivity to a change in currency rate by 1%, with all other variables held constant:
Increase by 1%

Effect on profit before directors’
remuneration and taxation

2014 2013

KD KD
US Dollars (175,021) (82,318)
Egyptian Pounds (246,648) (261,416)
EURO 54,162 51,545
Saudi Riyal 560 458
British Pound (17,453) (11,428)
Bahraini Dinar (9,454) (10,590)
UAE 5,232 4,807
Omani Riyal (125,773) (102,871)
Syrian Lira 867 867
Jordanian Dinar (5,474) (25,367)

The effect of decrease in the currency rate by 1% will be symmetric to the effect of increase in the basis.
29 CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that it maintains healthy capital ratios in order to
support its business, maximise shareholder value and remain within the quantitative loan covenants.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To
maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made in the objectives, policies or processes during the years ended 31
December 2014 and 31 December 2013.

The Group monitors capital using a gearing ratio as per the debt covenant for their loans, which is net debt divided by net
equity. The Group’s policy is to keep the gearing ratio below 150%. In accordance with the debt covenants of their loans,
the Group includes within net debt, interest bearing loans and borrowings and bonds, less cash and short term deposits.
The Group has restated its comparative information to be in line with debt covenants of loans.

2014 2013

KD KD
Interest bearing loans and borrowings 157,531,320 134,318,428
Bonds 60,000,000 60,000,000
Less: Cash, bank balances and short term deposits (13,027,132) (11,419,614)
Net debt 204,504,188 182,898,814
Total equity 198,194,684 194,406,855
Gearing ratio 103.18 % 94.08%
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How to obtain our 2014 Financial Statements:

Shareholders attending our General Assembly meeting
will be provided with a draft printed copy of the Financial
Statements for their approval. To requestacopy of the
Financial Statements before the General Assembly
meeting, please contact URC's Marketing & Corporate
Communications Department at mcc@urc.com.kw or
+965 2295 3500 Ext.3670 to arrange this.

Shareholders can request a copy of the Financial
Statements to be sent to them by email seven days
before the advertised date of the General Assembly;
please contact mcc@urc.com.kw to arrange this

Shareholders can download a PDF copy of the Financial
Statements seven days before the advertised date
of the General Assembly from our company website
Www.urc.com.kw

For further information on our 2014 Financial Statements or for extra copies of this Review, please call +965 2295 3500 Ext.3670
P.0. Box 2232, Safat 13032, Kuwait, Tel: +965 2295 3500 Fax: +965 2241 2141
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