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

1. IncorporationandActivities

NationalRealEstateCompanyK.S.C.(theParentCompany)is a Kuwaitipublicshareholding
companyregisteredin Kuwaitandlistedon the KuwaitStockExchangeandDubaiFinancial
Market.It is engagedin realestateinvestmentandmanagement,as wellas undertakingreal
estateconstructionandmaintenance.TheParentCompanyalsoholdsinvestmentsinsecurities.

Theaddressof theParentCompany'sregisteredofficeis p.a. Box22644,Safat13087,Stateof
Kuwait.

Theinterimconsolidatedfinancialinformationwasauthorizedfor issuebytheBoardof Directors
onNovember13,2008.

2. Basisof presentation

Theaccountingpoliciesappliedbythe Groupareconsistentwith thoseusedin the previousyearexceptfor
the changes due to implementationof certainamendmentsto revised IAS 39: FinancialInstruments-
Recognitionand Measurementand IFRS7 FinancialInstruments:Disclosures.

IAS39: FinancialInstruments- RecoQnitionandMeasurement

EffectiveJuly 1, 2008,the Grouphasimplementedcertainamendmentsto revisedIAS39: Financial
Instruments- RecognitionandMeasurement.TheGrouphas identifiedthedeteriorationof the global
financialmarketsandtheconsequentimpactonthefinancialmarketsof theMiddleEastregionasa rare
situationresultingintheimplementationoftheseamendments.

Thishasresultedinthereclassificationofinvestmentsatfairvaluethroughincomestatementamountingto
KO 8,283,804to investmentsavailablefor sale as per revisedIAS39. Unrealizedloss fromthese
investmentsrecognizedin the interimconsolidatedstatementof incometill the dateof reclassification
amountedto KO540,462.Unrealizedlossontheseinvestmentsthatwouldhavebeenrecognizedin the
interimconsolidatedstatementof incomeif thesefinancialassetshadnotbeenreclassifiedwouldhave
amountedto KO2,289,602forthethree-monthperiodendedSeptember30,2008.

IFRS7 FinancialInstruments:Disclosures

Implementationof theamendmentsto revisedIAS39:FinancialInstruments- Recognitionand
Measurementhasresultedin additionaldisclosuresin the accompanyinginterimconsolidated
financialinformation.

TheinterimconsolidatedfinancialinformationhasbeenpreparedinaccordancewithInternational
AccountingStandard34 "InterimFinancialReporting".The interimconsolidatedfinancial
informationdo not includeall of the informationandfootnotesrequiredfor completefinancial
statementspreparedin accordancewith InternationalFinancialReportingStandards.In the
opinionof management,all adjustmentsconsistingof normalrecurringaccrualsconsidered
necessaryfor a fair presentationhavebeenincluded.Operatingresultsfor the periodended
September30,2008arenotnecessarilyindicativeoftheresultsthatmaybeexpectedfortheyear
endingDecember31,2008.Forfurtherinformation,referto theconsolidatedfinancialstatements
andnotestheretofortheyearendedDecember31,2007
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NOTESTO INTERIMCONSOLIDATEDFINANCIALINFORMATION(UNAUDITED)
SEPTEMBER30,2008
(Allamountsare in KuwaitiDinars)

The accompanyinginterimconsolidatedfinancialinformationincludesproportionateconsolidationof
the ParentCompany's50%investmentin MediterraneanInvestmentHoldingP.L.C.Uointventure),a
companyregisteredinMalta.Theprincipalactivitiesareinvestinganddevelopingrealestateprojects.

Duringthe period,the ParentCompanyhas incorporatedits whollyownedsubsidiariesMasaken
GlobalRealEstateCo.K.S.C.(Closed)andVictusFoodDevelopmentCo.W.L.L.
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3. Basis of consolidation

The interimconsolidatedfinancialinformationincludesthe financial informationof NationalReal Estate

CompanyK,S.C. (the ParentCompany)and the followingsubsidiaries:

Percentageofownership
December31,

Countryof September 2007 September30,
incorporation 30,2008 (Audited) 2007

1)DasmanCommercialComplex- Joint
venture Kuwait 62.117% 62.094% 62.094%

2)HRDInternationalforHuman
ResourcesDevelopmentCompany
W.L.L. Kuwait 80% 85.3% 85.3%

3)AI-TakafouhAI-ThahabiGeneral
TradingandContractingCompany
W.L.L. Kuwait 100% 100% 100%

4)AqabaNationalRealEstateProjects
Co.(privateshareholdingcompany) Jordan 70% 70% 70%

5)KuwaitNationalRealEstate(PVT)Lld Pakistan 100% 100% 100%
6)NationalHoldingGroupCompany

(Lebaneseshareholdingcompany) Lebanon 100% 100% 100%
7)KuwaitTouristicEnterprises

DevelopmentCompany(private
shareholdingcompany) Tunisia 100% 100% 100%

8)KuwaitNationalRealEstateCompany
(Egyptianshareholdingcompany) Egypt 100% 100% 100%

9)NationalProjectHoldingK.S.C.
(Holding) Kuwait 93% 90% 90%

10)NationalInvestment&Development
Company(privateshareholding
company) Jordan 100% 100% 100%

11)KREDCORealEstateCompany-
Limited Iraq 51% 51% 51%

12)FreshWorldInternationalCateringCo.
K.S.C.(Closed) Kuwait 70% 70% 70%

13)YemenKuwaitCo.forGeneralTrading
& ContractingW.L.L. Yemen 100% 100% 100%

14)MiddleEastProjectsGeneralTrading
CompanyW.L.L. Kuwait 100% 100%

15)KuwaitWadiEl-NileUrban
DevelopmentCompany(Egyptian
shareholdingCompany) Egypt 80% 80%

16)MasakenGlobalRealEstateCo.
K.S.C.(Closed) Kuwait 100%

17)VictusFoodDevelopmentCo.WL.L. Kuwait 100%
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4. Investmentsatfairvaluethrouqhincomestatement

Investmentsat fair valuethroughincomestatementrepresentsinvestmentinquotedsecuritiesheld
for trading.Themovementduringtheperiod/ yearis asfollows:

Balanceat the beginningof theperiod/ year
Additions

Disposals
Unrealized(loss)gainon investmentsat fair

valuethroughincomestatement(Note14)
Reclassifiedto investmentsavailablefor sale

(Note6)
Balanceat the endof theperiod/ year

September30,
2008
2,688,041

18,233,834
(10,688,079)

(556,688)

December31,
2007

(Audited)
2,728,815

279,256

September30,
2007
2,728,815

(320,030) 590,679

(8,283,804)
1,393,304 2,688,041 3,319,494

5. Accountsreceivableandotherdebitbalances

As of September30,2008,accountsreceivableandotherdebitbalancesinclude:

- Advancepaymentsmadeto a localcompanyto investin realestateon behalfof the Parent
Companyin Republicof Iraqamountingto KD1,096,347(December31,2007- KD1,096,347,
September30,2007- KD1,096,347).

- Advancepaymentsmadeby the ParentCompanyto acquirelandin the UnitedArabEmirates
amountingto KD44,128,160as of September30,2008(December31,2007- KD32,055,715,
September30,2007- KD27,570,002).

- Advancepaymentsmadeby subsidiariesto acquirelandin Egyptequivalentto KD21,016,993
(December31,2007- KD22,403,083,September30,2007- KDnil).

6. Investmentsavailableforsale

Quotedsecuritiesavailablefor sale includesinvestmentsreclassifiedfrom investmentsat fair value
throughincomestatementamountingto KD5,898,508asof September30,2008.

Managedportfoliosandfunds
Quotedsecurities
Unquotedsecurities

September30,
2008
1,726,751

11,413,263
9,988,320

23,128,334

December 31,
2007

(Audited)
483,899

7,934,766
9,456,361

17,875,026

September30,
2007

197,459
5,343,113
9,618,542

15,159,114
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Themovementof investmentsavailableforsaleis as follows:

Balanceat beginningof the period/ year
Additions
Transferredto Investmentin associate

Reclassifiedfrom investmentat fair valuethrough
incomestatement(Note4)

Disposals
Cumulativechangesin fairvalue
Balanceat endof the period/ year

September30,
2008

17,875,026
7,417,670
(2,625,000)

8,283,804
(3,566,899)
(4,256,267)
23,128,334

December31,
2007

(Audited)
6,744,389

14,376,061

September30,
2007
6,744,389

10,269,079

(4,181,351)
935,927

17,875,026

(2,141,542)
287,188

15,159,114

It wasnotpossibleto reliablymeasurethefairvalueof investmentsinunquotedsecuritiesamountingto
KO 10,410,599(December31,2007 - KO9,109,810,September30,2007 - KO8,548,341)dueto
non-availabilityof a reliablemethodthatcouldbeusedto determinethefairvalueof suchinvestments.
Accordingly,they were statedat their cost less impairmentlosseswhichamountedto KO422,279
{December31,2007- KO422,279,September30,2007- KO422,279}.

2,804,321
175,892,376 185,405,109

The fair valueof the Group'sinvestmentin PublicWarehousingCompanyK.S.C.(Agility)as of the
interimcondensedconsolidatedbalancesheetdateis KO196,852,701

The movementduringtheperiod/ yearis asfollows:

7. Investmentinassociates

Name of the associate

(i) Public Warehousing
CompanyK.S.C.
(Agility)

(ii) KuwaitBulgarianDairy
CompanyW.L.L.

(Hi)AI-SeefInternational
HoldingK.S.C.C. Kuwait 25%

176,349,173
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Percentageofownership
December31, December31,

Countryof September 2007 September September 2007 September
Incorporation 30,2008 (Audited) 30,2007 30,2008 (Audited) 30,2007

Kuwait 22.932% 23.516% 23.366% 172,968,055 185,285,109 176,349,173

Kuwait 40% 40% 120,000 120,000

December31,
September30, 2007 September30,

2008 (Audited) 2007
Balanceatthebeginningoftheperiod/ year 185,405,109 169,308,802 169,308,802
Additionalinvestmentintheassociate 17,934 8,960,233 3,176,959
Transferredfrominvestmentsavailablefor
sale 2,625,000
Partialdisposalofinvestmentintheassociate (4,670,793) (8,193,994) (5,983,235)
Shareintheassociate'sresults 24,915,980 36,200,861 27,863,875
Cashdividendsreceived (17,459,220) (16,943,831) (16,943,831)
Effectofchangesinassociate'sequity(a) (14,941,634) (3,926,962) (1,073,397)
Balanceattheendoftheperiod/ year 175,892,376 185,405,109 176,349,173
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(a)Theeffectof changesinassociates'equityis asfollows:

(i) PublicWarehousingCompanyK.S.C.(Agility)is a publicshareholdingcompanyregisteredin Kuwait
and listedon the KuwaitStockExchangeandDubaiFinancialMarket.Itsprincipalactivitiesarestoring
goods,managementand rentingof warehouses,all transportationactivities,distribution,handlingand
customsclearanceofgoods.

a) During2006,theParentCompanymadea provisionamountingto KD1,226,082for itsshareof
interestof a bank performanceguaranteethat has beenencashedin favor of General
Administrationof Customsfor Kuwaitin relationto non-performanceof obligationsundera
contractoperatedbyasubsidiaryoftheassociate.

Thesubsidiaryof theassociateappealedagainstthatencashmentthroughcaseNo.224/2007
"Administrative- 7". In theopinionof theexternallegalconsultingfirms,theviolationsagainst
whicha portionof thebankguaranteeprovidedhasbeencashed,arenon-contractualviolations
andbelievetheverdictshallbeissuedinfavorof thesubsidiaryto retumthecashedportionof
theguaranteeplusinterest.Accordingly,noprovisionhasbeenmadeintheassociate'sbooksas
of thebalancesheetdate.

TheParentCompanyhasprovidedfor itsshareof theencashedportionof thebankguarantee
onaconservatismapproachandnotassurrendertothevalidityoftheencashment.

Duringtheperiod,5,567,500sharesweresoldfrominvestmentin theassociate(December31,
2007- 9,665,000shares,September30,2007- 6,950,000shares).Thegoodwillrelatingto these
sharesamountedto KD426,040(December31,2007- KD331,228,September30,2007- KD
240,556).

The associate'scontingentliabilitiesareasfollows:

a. A disputehasarisenbetweenthe associateanda thirdpartywithrespectto a partnership
agreementdatedJuly30,2002for the purposeof biddingfor the provisionof servicesfor
PrimeVendorServicesContractwith the U.S. Government.The partnershipagreement
providedforthepreparationofallinfrastructureandassetsforthatpurpose.Theassociatehad
submittedallevidencestotheExecutionDepartmentinproofof thepartnershipnothavingany
funds, assetsor propertiesand the eventualnon-existenceof the partnership,as a
consequenceofthepartnersnotprovidinganycapitalcontributionstothepartnership.
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December31,
September30, 2007 September30,

2008 (Audited) 2007
Gain(loss)onsaleoftreasuryshares 168,760 (80,390) (145,590)
Foreigncurrencytranslationadjustments (4,317,797) (3,779,997) (863,064)
Cumulativechangesinfairvalueof

availableforsaleinvestments 2,808 (66,575) (64,743)
Netmovementintreasuryshares (10,795,405) - -

(14,941,634) (3,926-,-2) (1,073,397)
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OnJanuary7, 2008,theSupremeCourtof Kuwaitruledin favorof theassociateconfirming
that the partnershipagreementbetweenthe associateandthe thirdpartywas not legally
enforceableandisvoid.

b. OnNovember27,2006,andbasedonthe recommendationbythe Ministers'Council,theMinistry
of Commerce& Industryissuedthe ResolutionNo.30/2006to terminatethreecontractsof those
concludedbetweenthe associateand the PublicAuthorityof Industryfor MinaAbdullaZone,
Kuwait.

TheassociateprotestedagainstthisorderthroughtheCaseNo.940/2006"Administrative".Inthe
hearingheld on December25, 2006,the Courtpronouncedits rulingto repealthe aforesaid
resolutionof theMinistryofCommerce& Industryanditsresultantimpacts.

However,the Governmentrequestedthe Boardof PublicAuthorityof Industryto holda meeting
chairedby the Ministerof Commerce& Industry,who issueda new resolutionNo. 1/2007to
terminatethesamecontract,beingthesubjectof thepreviousresolution.

The associate,again,appealedagainstthe new resolutionthroughthe CaseNo. 36/2007and
assured,in its statementof defense,whichis in agreementwith the clausesof the law, as
confirmedbytheSupremeCourtincludingtheKuwaitCourtof Cassation,thatthenewresolutionis
void,becauseit hasbeenmadeon thesamesubjectof the previousresolution.In theopinionof
externallegalcounsel,theCourtshallissueitsjudgmentto revokethenewresolutionissuedbythe
PublicAuthorityof Industry,becauseit hasbeenbasedon a wrongbasis.Theresolutionsissued
by the governmentalauthoritiesare merelyof financialconcernsthat shall be resolvedby the
Courtstoestablishtheassociate'srightsinsuchcontracts.

The associateis in the processof performingan assessmentof the final lossesarisingfromthe
aforementionedresolutions,sothata claimcanbefiledwiththeGovernmentofKuwaitfor recovery
of theseamounts.Theassociatehasnotrecognizedanyrevenueonthe threeaforesaidcontracts
sinceJanuary1,2007.

c. OnJanuary9,2007 theMinistryof FinanceterminatedAI-JahraFish,MeatandVegetablesMarket
ProjectContractwith the associateaccordingto the resolutionof the Councilof MinistersNo.2/
2007.The associateappealedto theCourtof FirstInstanceagainstthis resolutionthroughCase
No.200/2007"Administrative- 3".TheCourtofFirstInstancecancelledtheresolutionNo.2/2007
issuedby the Ministryof Finance.In January2008,the Courtof Appealruled in faverof the
associatewherebyAI-JahraFish,MeatandVegetablesMarketProjectContractare to be given
backto the associate.The Courtof Appealalsoruledoutthat theassociatebe compensatedfor
lossesandexpensesthataroseasa resultofthiscase.

d. Inadditionto theabove,theassociateis involvedinvariousclaimsandlegalproceedingsincluding
employeecompensationand contractorsdisputes.The in-houselegalcounselof the associate
believesthat suchclaimsare notvalidandwill nothavea materialadverseeffecton the interim
consolidatedfinancialinformationoftheassociateasofSeptember30,2008.

(iI) TheGrouphasnotaccountedfor itsshareof resultsin KuwaitBulgarianDairyCompanyW.L.L.dueto
non-availabilityof financialinformation.
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(iii) TheGrouphasaccountedfor KO193,301as itsshareof resultsandKO(13,980)asshareof changes
in associate'sequityin AI-SeefInternationalHoldingK.S.C.(Closed)basedon the auditedfinancial
statementsof theassociateasatDecember31,2007.

8. Capitalworkinproqress

Thisrepresentsmainlywork-in-progressrelatingto foreignsubsidiaries.Themovementduringthe
periodI yearisasfollows:

Balanceat thebeginningof theperiodI year
Additions

Foreigncurrencytranslationadjustments
Provisionsagainstadditionsin KuwaitFree

TradeZoneset oft againstcontractual
obligations

Balanceat theendof theperiodI year

September
30,

2008
38,216,590
11,991,072
(3,076,646)

December 31,
2007

(Audited)
16,875,572
22,218,491

(137,780)

September
30,

2007
16,875,572
18,161,659

243,755

47,131,016
(739,693)

38,216,590 35,280,986

9. NetamountduefromKuwaitPortsAuthority
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September December31, September
30, 2007 30,

2008 (Audited) 2007

Duefrom KuwaitPortsAuthority
Rehabilitationcostsof properties(a) 6,417,653 6,417,653 6,417,653
Accruedinterestonthebalance(b) 11,480,075 9,565,539 8,958,483

17,897,728 15,983,192 15,376,136

RentduefromKuwaitPortsAuthority(c) 15,633,440 15,633,440 15,633,440
GrossamountduefromKuwaitPortsAuthority

beforeitssharein rentalincomeofKuwait
FreeTradeZone 33,531,168 31,616,632 31,009,576

Dueto KuwaitPortsAuthority
Grossshareof KuwaitPortsAuthorityin rental

incomeof KuwaitFreeTradeZone(d) 7,566,312 7,566,312 7,566,312
Less:Refundedshareoftheoutstandingand

unpaidrentof KuwaitPortsAuthority(e) (637,756) (637,756) (637,756)
Netshareof KuwaitPortsAuthorityin rental

incomeof KuwaitFreeTradeZone 6,928,556 6,928,556 6,928,556
GrossamountduefromKuwaitPortsAuthority

afteritssharein rentalincomeof Kuwait
FreeTradeZone 26,602,612 24,688,076 24,081,020

Provisionfordoubtfuldebts(b,c,D (26,602,612) (24,688,076) (24,081,020)
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(a) Accordingto clausenumber11 in KuwaitFreeTradeZonemanagementcontract,if NationalReal
EstateCompanyK.S.C.(themanagingcompany)makesanyrehabilitationforthepropertiesaccording
to theplanimplementedbytheMinistryof CommerceandIndustry,thenthemanagingcompanyhas
the rightto recoverall theexpensesit incurredforthe rehabilitationworkfor thosepropertiesbefore
accountingfortheassignedshareof KuwaitPortsAuthority.Thesecostsneedto beapprovedbythe
Ministryof CommerceandIndustry.Inaccordancewiththisclauseandthe letterfromtheMinistryof
Commerceand IndustrydatedNovember25, 1998,at whichthe Ministryapprovedthe coststhat
amountedto KD6,449,034;the managingcompanyhad chargedthe amountsincurredin the
renovationand overhaulingof somepropertiesof KuwaitPortsAuthorityto its account,including
borrowingcoststhatcanbecapitalizedamountingto KD73,122andtheinterestfor thebankloans
amountingto KD 100,393thatcanbecapitalizedfor theperiodfromthedateof commencementof
activitiestill December31,1999.

The actual rehabilitationcostsincurredbythe managingcompanyfor KuwaitPortsAuthorityproperties
amounted to KD 6,417,653.The Consulting Committeeof the Free Zones had approved the
rehabilitationcosts of KD 5,033,000duringits meetingon January23, 2002,for the periodfrom May
30, 1998till October31, 2000.

(b) ThemanagingcompanyalsocomputesinterestonthemonthlyoutstandingbalanceduefromKuwait
PortsAuthorityat 10%perannum.Interestincomerecordedin the interimcondensedconsolidated
statementof incomefortheperiodendedSeptember30,2008amountedto KD1,914,536(December
31,2007- KD2,340,122,September30,2007- KD1,140,937).Themanagingcompanyhasfully
providedforthisinterest.

(c) Also,thebalanceduefromKuwaitPortsAuthorityasofSeptember30,2008includesanamountofKD
15,633,440(December31, 2007- KD 15,633,440,September30, 2007- KD 15,633,440)beingthe
balanceduefor the rentsof utilizedpropertiesby KuwaitPortsAuthorityin the KuwaitFreeTradeZone.
The managingcompanyhasrecordeda provisionfor thoserentsin the balanceduefrom KuwaitPorts
Authority.

(d) Accordingto themanagementcontract,80%of therentcollectedintheKuwaitFreeTradeZonefrom
theexistingpropertiesthatwerehandedoverfromKuwaitPortsAuthorityis assignedto it.Asa result
of the resolutionissuedbytheMinistryof CommerceandIndustrymentionedinm below,theParent
Companylost its controlover the assetsof KuwaitFreeTradeZoneand on its management.
Accordingly,KuwaitPortsAuthority'sshareof rentwasnotcalculatedfortheyears2007and2008.

(e) The80%sharerelatingto theoutstandingandunpaidrentof KuwaitPortsAuthorityisdeductedfrom
thegrossshareof KuwaitPortsAuthorityin rentalincomeof theKuwaitFreeTradeZone.Incaseof
anysettlementregardingthoseoutstandingandunpaidrents,itsrelativesharepreviouslydeductedwill
berefundedbacktotheshareofKuwaitPortsAuthorityinrentalincomeofKuwaitFreeTradeZone.

(f) Asa resultoftheresolutionissuedbytheMinistryofCommerceandIndustryNo.507/ 2006relatingto
thecancellationof themanagementcontractof KuwaitFreeTradeZonewiththemanagingcompany
(Note18f),themanagingcompanyhasfullyprovidedfortheamountduefromKuwaitPortsAuthority
ona conservatismapproachandnotasasurrendertothevalidityofthecancellationresolution.
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