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10. Bankfacilities

Current

Overdraftfacilityfromalocalbank,carryinganinterestrateof1.25%perannum(December31,2007-1.25%perannum,September30,
2007- 1.25%perannum)overtheCentralBankofKuwaitdiscountraterepayableondemand.

Overdraftfacilityfroma localbankcarryinganinterestrateof2%perannum(December31,2007- 1.25%perannum,September30,2007-
Nilperannum)overtheCentralBankofKuwaitdiscountrate,repayableondemand.

Termloanfroma localbankcarryinganinterestrateofNilperannum(December31,2007-1 %perannum,September30,2007-1%per
annum)overtheCentralBankofKuwaitdiscountrate,repaidonMarch31,2008.

TermloanfromalocalbankcarryinganinterestrateofNilperannum(December31,2007- 0.75%perannum,September30,2007-
0.75%perannum)overtheCentralBankofKuwaitdiscountrate,repaidonMarch31,2008.

Revolvingmulti-currencyloansfroma localbankcarryinganinterestrateof1.75%perannum(December31,2007-1.25%to1.5%per
annum,September30,2007-1.25%perannum)overtheCentralBankofKuwaitdiscountrateforKOloansand1.75%perannumover
fundingcost(December31,2007-1.25%perannumoverLlBOR,September30,2007-1.25%perannumoverLlBOR)forUSDloans
repayableonApril23,2009.

Revolvingloanfroma localbankcarryinganinterestraterangingfrom1.75%to2.5%perannum(December31,2007- Nilperannum,
September30,2007- Nilperannum)overtheCentralBankofKuwaitdiscountrate,repayableonApril1, 2009.

RevolvingmulticurrencyloanfromanInternationalBankcarryinganinterestrateof1.5%perannum(December31,2007-1 %perannum,
September30,2007- Nilperannum)overtheLlBORrepayableonMay27,2009.

RevolvingmulticurrencyloanfromanInternationalBankcarryinganinterestrateof1.5%perannum(December31,2007-1% perannum,
September30,2007-1 %perannum)overtheKIBORrepayableonDecember24,2008.

Totalcurrentportionofbankfacilities

Non-current

Revolvingloanfroma localbankcarryinganinterestrateofNilperannum(December31,2007-1.25%perannum,September30,2007-
Nilperannum)overtheCentralBankofKuwaitdiscountrate,repayableonApril1, 2009.

Termloanfromaninternationalbankcarryinganinterestrateof2.5%overEURIBOR(December31,2007- Nil,September30,2007- Nil)
ofwhich70%isrepayableonequalinstallmentsstartingJuly8,2010,thebalanceof30%isdueonMarch18,2014

Totalnon-currentportionofbankfacilities
Totalbankfacilities

69,687,854

8,205,000

8,600,000
95,807,428

KO 19,000,000

856,250
856,250

142,235,427
19,000,000

114,807,428

Bankfacilitiesamountingto KO123,755,902(December31,2007- KO96,992,107,September30,2007- KO71,446,436)havebeensecuredby promissorynotesamountingto KO122,000,000
(December31,2007- KO114,000,000,September30,2007- KO76,280,000).

Duringtheperiod,theGrouphassignedaKO70,000,000bankfacilityagreementwitha localbank,againstapledgeofcertainsharesoftheGroup'sinvestmentinitsassociate- PublicWarehousingCo.
K.S.C.(Agility)(Note7).ThefairvalueofthepledgedsecuritiesasofSeptember30,2008amountedtokD114,800,000(Note7).AsofSeptember30,2008,thefullamountofKO70,000,000isyetundrawn.

September
30,2007

9,090,134

1,950,000

545,454

59,860,848

8,389,500

8,600,000
88,435,936

88,435,936
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December31,
September 2007

Currency 30,2008 (Audited)

KO 13,249,066 7,056,521

KO 1,019,276 1,010,321

KO . 975,000

KO . 272,732

KD/USD 80,006,835

KO 30,500,000

USD 8,004,000

KO 8,600,000
141,379,177
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1~. Bonds

Bondsrepresentthe ParentCompany'sproportionatesharein the bondsissuedby Mediterranean
InvestmentHoldingP.L.C.Uointventure).

The movementduringthe period/ yearis asfollows:

Balanceat thebeginningof theperiod/ year
Additions

Foreigncurrencytranslationadjustments
Balanceat theendof theperiod/ year

September
30,

2008
3,031,500
3,957,000
(212,500)

6,776,000

December 31,
2007

(Audited)

3,031,500

September
30,

2007

3,031,500

Duringthe yearendedDecember31, 2007,MediterraneanInvestmentHoldingP.L.C.Uoint
venture)issuedbondsof a nominalvalueof € 15,000,000(KD 6,063,000),whichunless
previouslyredeemedin accordancewiththeearlyredemptionoptiongivenin thetermsof issue,
shallbe redeemableat paron December4, 2014.Theissuerreservestherightto redeemthe
bondsor anypartof the issueat anytimepriorto thestatedmaturityon eitherof the interest
paymentdatesfallingin 2012and/or2013.Redemptionof thebondsshallbemadeat theface
valueof thebonds.Inadditiontheissuerreservestherightto purchasefromthemarketat any
timeafterissue,bondsforcancellation.

Duringthe periodendedSeptember30,2008,MediterraneanInvestmentHoldingP.L.C.Uoint
venture)issuedbondsofanominalvalueof€ 20,000,000(KD7,914,000)ofthesametermsasits
firstissuanceduring2007.

12.ShareCapital

Theauthorized,issuedandfullypaid-upsharecapitalconsistsof 814,195,063shares(December
31,2007- 740,177,330,September30,2007- 740,177,330)of 100filseach.
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Bond December
denominated Interest September 31,2007 September

in rate Repayableby 30,2008 (Audited) 30,2007
EURO 7.5% December4,2014 2,904,000 3,031,500
EURO 7.5% August4,2015 3,872,000 -

6,776,000 3,031,500
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U. Treasurvshares

Numberof treasuryshares
Percentageof issuedshares(%)
Marketvalue(KO)
Cost(KO)

September30,
2008
36,217,225

4.45
12,494,943
6,742,923

December31,
2007

(Audited)
31,749,297

4.29
15,557,156
5,554,583

14. Net investmentincome

Dividendincome
Unrealizedgain(loss)frominvestmentsatfairvalue

throughincomestatement(Note4)
Realizedgainonsaleof investmentsatfairvalue

throughincomestatement
Realizedgainonpartialdisposalofinvestmentinan

associate
Realizedgainonsaleof investmentsavailableforsale

15. Otherincome

Foreignexchange(loss)gain
Promotionalincome
Serviceincome- programsandcoursesfee
Serviceandregistrationincome- others
Consultancyfees
Gainfrommoneymarketfunds
Gainonsaleof fixedassets
Gainonpartialsaleofinvestmentproperties
Reversalofaccruedexpenses
Miscellaneous

Threemonthsended
September30,

2008 2007
(53,100)
14,512
62,729
6,253

22,490

32,603
13,779
42,117

464
114,254
167,602

21,963
110,462

16. Contributionto KFAS,NLSTandZakat

Ninemonthsended
September30,

2008 2007
282,680
133,418
779,323
52,133

131,643
36,221
9,002
9,475

944,005
412,582

2,790,482

September30,
2007

32,054,297
4.33

20,194,207
5,494,340

125,478
944,840
134,849

1,287,397

1,360

223,692
2,717,616

Contributionto KuwaitFoundationfor theAdvancementof Sciences(KFAS)is calculatedat 1%of
the profit of the Parent Company after deducting its share of income from shareholding
subsidiariesandassociatesandtransfertostatutoryreserve.FortheperiodendedSeptember30,
2008,contributionto KFAShasnot beenrecognizedsincetherewas no incomebasedon which
KFAScouldbe calculated.
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Threemonthsended Ninemonthsended
September30, September30,

2008 2007 2008 2007
300,001 4,500 697,196 210,031

16,226 553,796 (556,688) 590,679

- 235,426 -

3,125,151 2,906,161 6,846,920
216,144 884,829 496,225 915,880
532,371 4,568,276 3,778,320 8,563,510



NATIONALREALESTATECOMPANYK.S.C.ANDITSSUBSIDIARIES
NOTESTOINTERIMCONSOLIDATEDFINANCIALINFORMATION(UNAUDITED)
SEPTEMBER30,2008
(AllamountsareinKuwaitiDinars)

NationalLaborSupportTaxis calculatedat 2.5%of theprofitof theParentCompanyandafter
deductingits shareof incomefromlistedshareholdingsubsidiariesandassociatesandcash
dividendsfromKuwaitilistedshareholdingcompanies.FortheperiodendedSeptember30,2008,
NLSThas not beenrecognizedsincetherewasno incomebasedon whichNLSTcouldbe
calculated.

Zakatiscalculatedat 1%oftheprofitoftheParentCompanyinaccordancewithLawNo.46/2006
andtheMinistryof FinanceResolutionNo.58/2007.FortheperiodendedSeptember30,2008,
Zakathas not beenrecognizedsincetherewasno incomebasedon whichZakatcouldbe
calculated.

17. Earningspershare

Earningspershareis computedbydividingnetprofitfor theperiodattributableto equityholdersof
the ParentCompanyby theweightedaveragenumberof sharesoutstandingduringthe periodas
follows:

Threemonthsended
September30,

(Restated)
2008 2007

Ninemonthsended
September30,

(Restated)
2008 2007

Netprofitfortheperiodattributableto
equityholdersoftheParent
Company 5,575,747 11,505,280 20,542,013 33,506,646
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Numberof issuedandfullypaid-up
shares 740,177,330 740,177,330 740,177,330 740,177,330

Add:bonusshares 74,017,733 74,017,733 74,017,733 74,017,733
Less:Weightedaveragenumberof

treasuryshares (34,055,631) (36,836,444) (34,268,857) (37,222,463)
Weightedaveragenumberofshares

outstanding 780,139,432 777,358,619 779,926,206 776,972,600

Fils Fils Fits Fils
Earningspershareattributableto

equityholdersoftheParent
Company 7.15 14.80 26.34 43.12

Earningspersharefor the nine-monthandthree-monthperiodsendedSeptember30,2007before
restatementfor the issueof bonussharesamountedto 47.46and16.29Filsrespectively.
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18. Relatedpartybalancesandtransactions

Relatedpartiesrepresentmajorshareholders,directors,associates,keymanagementpersonnelandpartiesrelatedtothem.Pricingpoliciesandtermsofthesetransactionsareapproved
bytheParentCompany'smanagement.Relatedpartybalancesandtransactionsaresummarizedasfollows:

Balances:
Accountsreceivableandotherdebitbalances
Accountspayableandothercreditbalances

September
30,

2008
Joint

Ventures
Otherrelated

parties

505,550 1,990,126 4,736,646
22,063

December31,
2007

(Audited)

2,652,298
20,743

NinemonthsendedSeptember30,

Major
shareholders

Key
management

personnel
Otherrelated

parties
Joint

Ventures 2008Associate
Transactions:

Rentalincome
Otherincome
Interestincome
Generalandadministrativeexpenses

353,210
34,576
39,171

(123,489)

NinemonthsendedSeptember30,
2008 2007

51,375

353,210
34,576

112,511
(123,489)

21,965

Keymanagementcompensation:
Shorttermbenefits
Terminationbenefits
BoardofDirector'sremuneration

813,128
29,025
52,500

458,327
18,433
52,500

2007

353,183
31,035
38,661

(149,916)

September
30,

2007

1,851,534
20,743
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Key
Major management

shareholders personnel Associate

938,844 593,000 709,126
22,063
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19. Continqenciesandcapitalcommitments

a) At September30,2008,theGroup'smanagementauthorizedcapitalcommitmentsamountingto
KD122,357,416(December31,2007- KD136,044,244,September30,2007- KD2,149,294).

b) At September30, 2008,capitalexpenditurecommitmentsarisingfrom the ParentCompany's
interestinMediterraneanInvestmentHoldingGointventure)isasfollows:

(i) Capitalexpenditurecontractedfor theconstructionanddevelopmentof realestateprojectsbut
notyet incurredamountedto KD11,209,544(December31,2007- KD8,407,360,September
30,2007- KD8,781,602).

(ii)Capitalexpenditureauthorizedbytheboardofdirectorsof thejointventurebuthasnotyetbeen
contractedforamountedto KD5,130,580(December31,2007- KD4,567,460,September30,
2007- KD8,371,827).

c) At September30,2008,theParentCompanyhadcommitmentsundera non-cancelableoperating
lease,primarilyfor land leasedfromthe Governmentof Kuwaitfor the WaterFrontProjectas
follows:

Year
2009- 2013
2014- 2018
2019- 2019

KO

141,000
141,000
28,200

310,200

Fortheoperatingleasecommitments,theParentCompanyis requiredto givea bankguaranteeof
0.5%of the totalvalueof thecapitalprojectconcernedforthepurposeof maintenanceservicesto
beprovidedbythefinallessor.

d) TheGroupwascontingentlyliableinrespectofthefollowing:

Lettersof guarantee
Lettersofcredit

September
30,2008

397,408
437,955
835,363

December31,
2007

(Audited)
540,181
15,703

555,884

September
30,2007
8,843,096

15,666
8,858,762

e) One of the tenantsof the KuwaitFreeTradeZonehad fileda complaintagainstthe Parent
Companyclaimingfor a compensationamountingto KO11,632,382.An ArbitrationCommittee
wasformedunderthesupervisionof Ministryof CommerceandIndustry.TheParentCompany's
managementsubmittedmanymemorandaobjectingaboutthenon-competencyof theArbitration
Committee,disapprovingthearbitrationproceduresandagreement,andrequestfor denyingthe
case. However,the ArbitrationCommitteecontinuedto performits functionand declareda
verdicton November15, 2003obligingthe ParentCompanyto paycompensationfor losses
sufferedamountingto KO3,600,000.
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The ParentCompany'smanagementappealedagainstthe verdictof the ArbitrationCommittee
datedNovember15,2003.OnJanuary19,2004,the GeneralCourtdeclaredthat theverdictby
ArbitrationCommitteedatedNovember15,2003is void,andforwardedthe caseto the Experts
Departmentin Ministryof Justicewhichhadconcludedin its reportthat no compensationto be
doneto the tenantandtheCourtof FirstInstanceissueditsrulinginwhichtheArbitrationdecision
wasnullifiedandthemanagingcompanyis notentitledto anycompensation.TheCourtof Appeal
sustainedthedecisionof theCourtof FirstInstance.Thetenanthasappealedagainstthedecision
of theCourtofAppealin theCourtof Cassationwhichhasissuedtheverdictinfavorof theParent
CompanyonJune17,2008.

D As per the decision No. 507 in 2006, the Ministry of Commerce and Industry cancelled the
managementcontractof KuwaitFreeTradeZonein ShuwaikhportdatedMay30, 1998between
the Ministryof CommerceandIndustryandNationalRealEstateCompanyK.S.C(themanaging
company).Dueto this,themanagingcompanyhadlostitscontrolovertheassetslocatedinKFTZ.
Accordingly,themanagingcompanyhadrecognizedthefollowingprovisions:

AssetslocatedinKFTZ
Provisionfor contractualobligationsrelatingto thecancellationof

management'scontractof KuwaitFreeTradeZone
Provisionfor doubtfuldebts

2006
11,172,070

1,653,236
535,118

13,360,424

All theseprovisionsweremadeona conservatismapproachandnotassurrenderto thevalidityof
theresolution.

Themanagingcompanyhadfiledcase939/2006for an appealagainstthedecisionof Ministryof
CommerceandIndustryfor thecancellationof managementcontractfor KFTZ.OnApril15,2007,
the Courtforwardedthe caseto the ExpertsDepartmentin the Ministryof Justice.The Experts
Departmenthadissuedits reportandthedateof hearingof thereportattheCourtof FirstInstance
issetfor December1,2008.

As pertheopinionof the managingcompany'sexternallegalcounsel,thedecisionof theMinistry
of CommerceandIndustrywouldbecancelledandincasethedecisionis notcancelled,thenthe
managingcompanyhas the right to recoverall expensesincurreddue to cancellationof the
contractbeforeitsmaturityandhasalsotherightto becompensatedforfuturebenefitsfortherest
of themanagingcontractterm.

The managingcompanyis in processof performingan assessmentof thecompensationincase
the Courtsustainsthe cancellationresolution.Insuchevent,themanagingcompanyproposesto
offeran initiativefor a consideratesettlementof its rightswith the government.In the eventof
failureof the initiative,a claimis proposedto befiledbythemanagingcompanyfortherecoveryof
thosecompensationclaimsasperthe law.
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g) The ParentCompanyhascertainpropertieserectedon landleasedfromthe Governmentfor 25
years.TheMinistryof Financehadissueda resolutionto terminatethosecontractsaftertheexpiry
of this25yearsperiod.However,theParentCompanyappealedagainstthisresolutionclaimingfor
the renewalof thosecontractsfor another25 yearswith the sameterms.The Courtof First
Instancesustainsthe resolutionof the Ministryof Finance,after whichthe ParentCompany
appealedagainstthe resolutionof the Courtof First Instance.The Courtof Appealin its sitting
datedSeptember24, 2007haddecidedin itsverdictto cancelthe resolutionof theCourtof First
Instanceandto cancelthe resolutionof the Ministerof Financeto withdrawthosepropertiesand
considerit as voidalongwithall its consequenteffects.TheMinistryof Financeappealedagainst
thisverdictat theCourtofCassation,atwhichlegalproceedingsarecurrentlyinprogress.

20. Shareholders'AnnualandExtraordinarvGeneralAssembly

TheShareholders'AnnualGeneralAssemblyheldon May28,2008approvedthedistributionof cash
dividendsof 20 fils pershareand10 bonussharesfor every100shares.TheShareholder'sAnnual
GeneralAssemblyalsoapprovedto increasethesharecapitalby30%of thepaid-upcapitalthrougha
issueof 222,053,200sharesat a parvalueof 100fils anda premiumof 150fils pershareto the
ParentCompany'sshareholdersregisteredasof thedaybeforethesubscriptiondate.

The ExtraordinaryGeneralAssemblyheldon June 26, 2008 approvedto amendthe Articlesof
Associationrelatedto the increaseof thesharecapitalby KO29,607,093fromKO74,017,733to KO
103,624,826throughthe issueof74,017,733bonussharesandissueof 222,053,200newsharesat a
parvalueof 100filsanda premiumof 150filspersharetotalingto a subscriptionpriceof 250filsper
share.

As of thebalancesheetdate,thesubscriptionof thenewshareshasnotcommencedsincetheParent
Companyis awaitingtheapprovalforthisfromtheofficialauthorities.

TheShareholders'AnnualGeneralAssemblyheldon June6, 2007approvedthedistributionof cash
dividendsof 35 fils per share and 15 bonussharesfor every 100 sharesfor the year ended
December31,2006.
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21. GeoQraphicaldistribution

Formoreinformationontheaccountingpoliciesusedandthenatureof theabovecaptions,pleasereferto Note(2)andtherelatednotesthereto,

22. Comparativefiqures

Certainpriorperiodsamountshavebeenreclassifiedtoconformto thecurrentperiodpresentation.

Total
14,806,618
3,607,607

28,666,349

9,575,472

38,241,821

3,319,494
15,159.114

176,349,173
292,075

35,280,986
1,364,290

65,900,913

354,322,091

88,435,936
24,418,432

112,854,368
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For the management purposes, the group is divided into five geographical segments, which are: State of Kuwait, GCC, Asia, Africa and others.
The majority of the operations are done in the State of Kuwait.

The geographical segments information are as follows:

September30,2008 September30,2007Kuwait GCC Asia Africa Others Total Kuwait GCC Asia Africa
Cashonhand&atbanks 2,496,158 867,616 350,500 562.884 18,588 4.295.746 9,369,658 4,919.980 516,980
Bankdeposits 903,976 1,478,269 4.032,142 4,819.129 11.233,516 529,182 911,507 283,609 1,883,309

Advancesforrealestate
investments 45,224.507 21,016,993 66,241,500 28,666,349

Otherreceivablesanddebit
balances 9,129.745 179,670 3.104.823 1,224,052 1.478.547 15,116,837 6,728.021 49,924 1,809,156 92,081 896,290TotalAccountsreceivable

&otherdebitbalances 9.129,745 45,404,177 3,104,823 22.241.045 1,478,547 81,358,337 6,728,021 28,716,273 1,809,156 92,081 896,290

Investmentsatfairvalue 1,393,304 1,393,304 2,552,487 767,007Investmentsavailableforsale 16,093.928 4,465,313 825.000 1.744.093 23.128,334 9,801,536 3,490,118 825,000 1,042,460InvestmentInassociates 175,892.376 175,892.376 176,349,173
Investmentinajointventure 343,583 343.583 292,075
Capitalworkinprocess 4.336,317 4,269,647 24.774,826 2,407,330 11.342.896 47.131,016 2,443,933 3,908.872 19,503,187 2,361,667 7,063,327FixedAssets 1,715,695 244,395 155,630 33,135 2,148.855 544,442 618,786 166,725 34,337
Investmentproperties 66,429,799 66,429,799 65,900,913

Totalassets 278,734,881 55,006,753 30,777,813 29,399,031 19,436,388 413,354,866 274,511,420 36,115,263 28,587,616 3,421,062 11,686,730

Bankfacilities 141,379,177 7,632.250 149,011,427 88,435.936
Otherliabilities 26.768,971 1.213.944 467,167 1.016,438 29,466,520 23,203,136 486,747 463,966 264,583Totalliabilities 168,148,148 1,213.944 467,167 8.648.688 178,477,947 111,639,072 486,747 463,966 264,583


