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Independent auditors’ report

To the shareholders of
Al Mal Investment Company — KPSC
Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Al Mal Investment Company — KPSC (the “Parent
Company”) and its subsidiaries, (the “Group™), which comprise the consolidated statement of financial position
as at 31 December 2017, and the consolidated statement of profit or loss, consolidated statement of profit or
loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2017, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs), as adopted for use by the State of Kuwait.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code), and we have fulfilled our ethical responsibilities in accordance with the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2b to the consolidated financial statements, which indicates that the Group incurred
a loss of KID1,779,757 for the year ended 31 December 2017 and, as of that date, the Group’s current Liabilities
exceeded its current assets by KID1,488,837. As stated in note 2b, these events or conditions indicate that a
material uncertainty exists that may cast significant doubt on the Group’s ability to continue as a going concern.
Our opinion js not modified in respect of this matter.

Emphasis of Matter

We draw attention to Note 13 to the consolidated financial statements which describes the legal dispute for
recovery of the refundable development expenses and the related provision using the guidelines of the Central
Bank of Kuwait. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. We have determined the matters described below as the key
audit matters.
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Independent Auditors’ Report to the shareholders of
Al Mal Investment Company - KPSC (continued)

Valuation of unquoted investrment securities

The Group invests in unquoted investment securities which are classified as investments at fair value through
profit or loss and available for sale investments, and constitute a significant portion of the Group’s total assets
as at the reporting date.

The Group determines the fair value of the unquoted investment securities, which falls under level 3 fair value
hierarchy as disclosed in Note 24.2 through application of valuation techniques that involve the exercise of
management’s judgments and the use of assumptions and estimates. Those valuations are based on a number
of assumptions including pricing multiples available from comparable companies, discount rates and estimated
maintainable dividends. Due to the significance of unquoted investment securities and the fact that valuations
are highly dependent on assumptons and estimates, we identified this to be a key audit matter.

Our audit procedures included, among others, assessing the appropriateness of the valuation models used to
fair value these investments and testing the reliability of data used as inputs to those models. We also ensured
that the models and assumptions used in those valuations are consistent with prior years, and evaluated the
Group’s assessment whether objective evidence of impairment exists as of the reporting date. We further
assessed the appropriateness of the disclosures made in relation to the unquoted investments of the Group in
Note 24.2 to the consolidated financial statements.

alwation of investment properties

‘The Group’s investment properties comprise of land and buildings in Kuwait, GCC and Middle East countries.
The total value of investment properties is significant to the Group’s consolidated financial statements and are
carried at fair value. Management determines the fair value of its investment properties on a periodic basis using
external appraisers to support the valuations.

Investment properties are valued using market comparison approach which is based on the latest sale prices of
properties within similar areas for certain investment properties, and income capitalization approach which is
based on estimates and assumptions such as rental values, occupancy rates, discount rates, financial stability of
tenants, market knowledge and historical transactions for certain other properties. Given the size and
complexity of the valuation of investment properties and that the valuations are highly dependent on estimates
and assumptions, we identified this as a key audit matter.

Our audit procedures included, among others, reviewing the valuation reports of the external independent
appraisers and compared individually to the carrying value of the investment properties. We also considered
the objectivity, independence, expertise of the external independent valuators as well as evaluating the accuracy
of the data inputs used in their valuations. We further assessed the appropriateness of the disclosures made in
relation to the sensitivity disclosures in Note 24.3 to the consolidated financial statements.

Other information included in the Group’s 2017 annual report

Management is responsible for the other information. Other information consists of the information included
in the Group’s 2017 Annual Report, other than the consolidated financial statements and our auditors’ report
thereon. We obtained the report of the Parent Company’s Board of Directors, prior to the date of our auditors’
report and we expect to obtain the remaining sections of the Group’s Annual Report after the date of our
auditors’ report.

Our opinion on the consolidated financial statements does not cover the other accompanying information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed on the other information that we have obtained
prior to the date of this auditors’ report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
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Independent Auditors’ Report to the shareholders of
Al Mal Investment Company - KPSC (continued)

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs, as adopted for use by the State of Kuwait, 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 errar.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to contnue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations,
ot has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstaternents
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, mistepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activitics within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.
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Independent Auditors’ Report to the shareholders of
Al Mal Investment Company - KPSC (continued)

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters, We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the
consolidated financial statements, together with the contents of the report of the Parent Company’s board of
directors relating to these consolidated financial statements, are in accordance therewith. We further report that
we obtained all the information and explanations that we required for the purpose of our audit and that the
consolidated financial statements incorporate all information that is required by the Companies Law No. 1 of
2016 and its Executive Regulations, and by the Parent Company’s Memorandum of Incorporation and Articles
of Association, as amended, that an inventory was duly carried out and that, to the best of our knowledge and
belief, no violations of the Companies Law No. 1 of 2016 and its Executive Regulations, or of the Parent
Company’s Memorandum of Incorporation and Articles of Association, as amended, have occurred during the
year ended 31 December 2017 that might have had a material effect on the business or financial position of the
Parent Company.

We further report that, during the course of our audit and to the best of our knowledge and belief, we have not
become aware of any material violations of the provisions of Law 7 of 2010, as amended, relating to the Capital
Markets Authority and its related regulations during the year ended 31 December 2017 that might have had a
material effect on the business or financial position of the Parent Company.

We further report that, during the course of our audit, we have not become aware of any material violations of
the provisions of Law No. 32 of 1968, as amended, concerning currency, the Central Bank of Kuwait and the
organisation of the banking business, and its related regulations during the year ended 31 December 2017 that
might have had a material effect on the business or financial position of the Parent Company.

=
A 3N
Anwar Y, Al-Qatami, F.C.CA. y Al Surayea
(Licence No. 50-A) i

of Grant Thormnton — Al-Qatami, Al-Aiban & Partners

Abduljah Al Surayea & Co.

Member of MAZARS
Kuwait

20 March 2018



Al Mal Investment Company - KPSC and Subsidiaries
Consalidated Financial Statements
31 December 2017

Consolidated statement of profit or loss

Year ended Year ended
31 Dec. 31 Dec.
Note 2017 2016
KD KD
Income
Change in fair value of invesiments at fair value through profit or loss 62,416 (521,022)
Gain on sale of investments at fair value through profit or loss 12 53,625 24,006
(Loss)/gain from sale of available for sale investments (98,722) 237,875
Gain on sale of investment properties - 2,732
Gain on liquidation of a subsidiary 7.3 111,489 =
Dividend income 118,176 356,476
Net income from communication services 32,642 56,590
Management and consultancy fees 180,524 223,228
Rental income 641,646 524,465
Other income 8 451,070 3,605
Share of results of associates 15 {186,212) {3,441,879)
Change in fair value of investment properties 16 {402,768) (68,184)
Interest income 26,352 27,586
Foreign exchange loss {83,747) (162,317)
896,491 (2,736,839)
Expenses and other charges
Staff costs 1,211,770 1,349,751
General, administralive and other expenses 1,110,241 859,393
Finance costs 198,059 207,489
Provision for refundable development expenses 13 72,317 12,768,326
Impairment of receivable and other assels 83,861 46,506
Impairment of goodwill - 90,332
Impairment of available for sale investments 14.4 - 239,816
2,676,248 15,561,613
Loss for the year (1,779,757) {18,298,452)
Attributable to ;
Owners of the Parent Company (1,621,612) (18,286,765)
Non-controlling interests (158,145} (11,687)
(1,779,757} {18,298,452)
Basic and diluted loss per share attributable to the owners of the
Parent Company 10 (5.23) Fils (58.94) Fils

The notes set ont on pages 11 to 55 form an integral part of these consolidated financial statements.



Al Mal Investment Company - KPSC and Subsidiaries
Consolidated Financial Statements
31 December 2017

Consolidated statement of profit or loss and other

comprehensive income

Year ended Year ended
31 Dec. 3 Dec.
2017 2016
KD KD

Loss for the year (1,779,757) (18,298,452)
Other comprehensive incomef{loss):
Items that will be reclassified subsequently fo profit or loss
Exchange differences arising on translation of foreign operations 280,141 {1,382,933)
Realisation of foreign currency translation on liquidation of a subsidiary {111,489) -
Available for sale investments:
- Net changes in fair value arising during the year 372,914 (591,716)
- Transferred to consolidated statement of profit or loss on disposal 45,110 (27,680)
- Transferred lo consolidated statement of profit or loss on impairment - 239,816
Share of other comprehensive income of associales {128,960) (36,027)
Total other comprehensive income/(loss) for the year 457,716 {1,798,540)
Total comprehensive loss for the year (1,322,041) {20,096,992)
Total comprehensive loss attributable to:

Owners of the Parent Company (1,169,670} {19,711,453)

Non-controlling interests (152,371} (385,539)
Total comprehensive loss for the year (1,322,041} (20,096,992)

The notes set out on pages 11 to 55 form an integral part of these consolidated financial statements.



Al Mal Investment Company - KPSC and Subsidiaries

Consolidated Financial Statements
31 December 2017

Consolidated statement of financial position

31 Dec. 31 Dec.
Note 2017 2016
KD KD
Assets
Cash and cash equivalents 11 2,488,937 4,240,051
Investments at fair value through profit or loss 12 1,488,323 1,466,408
Accounts receivable and other assets 13 3,874,517 5,348,395
Available for sale investments 14 4,668,087 4,283,242
Investment in bonds 100,000 100,000
Investment in associates 15 4,948,756 5,330,347
Investment properties 16 12,185,134 12,494,394
Financing receivables 183,811 -
Property and equipment 97,037 143,309
Totat assets 30,034,602 33,406,146
Liabilities and equity
Liabilities
Accounts payable and other liabilities 17 9,007,574 10,434,534
Murabaha payables 18 3,202,976 3,606,871
Bonds 19 900,000 900,000
Employees' end of service indemnity 408,038 497,596
Total liabilities 13,518,588 15,439,001
Equity
Share capital 20 31,024,591 66,954,351
Foreign currency translation reserve {2,068,546) (2,107,989)
Cumulative changes in fair value 420,197 7,698
Accumulated losses (13,597,612) (47,905,760)
Equity attributable to owners of the Parent Company 15,778,630 16,948,300
Non-controlling interests 737,384 1,018,845
Total equity 16,516,014 17,967,145
Total liabilities and equity 30,034,602 33,406,146

e

AbdulkareemAtduliah Al-Mutawa

Chairman

Dherar Muhathel Al Nisf

Vice Chairman

The notes set out on pages 11 ta 55 form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows

10

Year ended Year ended
31 Dec. 31 Dec.
Note 2017 2016
KD KD
OPERATING ACTIVITIES
Loss for the year {1,779,757) {18,298,452)
Adjustments for:
Provision for refundable development expenses - 12,768,326
Impairment of receivable and other assets 156,178 46,506
Impairment of goodwill - 90,332
Impairment of available for sale investments - 239,816
Change in fair value of invesiment properties 402,768 68,184
Gain on disposal of property and equipment 4,400 -
Gain on disposal of investment properties - (2,732)
Loss/{gain) on disposal of available for sale investments 98,722 (237,875)
Gain on liquidation of a subsidiary (111,489) -
Dividend income {118,176) (356,476)
Share of results of associates 186,212 3,441,879
Depreciation 34,432 51,431
Provision for employees’ end of service benefits 134,803 131,959
Interest income (26,352) {27,586)
Finance costs 198,059 207,489
{820,100) (1,877,199)

Changes in operating assets and liabilities:
Investments at fair value through profit or loss 52,151 528,097
Accounts receivable and other assets 1,056,812 260,211
Financing receivables {185,651) -
Accounts payable and other liabilities (1,104,030) 33,939
Cash used in operations {1,000,818) (1,054,952)
Employees' end of service benefits paid (90,823) (38,709)
Net cash used in operating activities {1,091,641) (1,093,651)
INVESTING ACTIVITIES
Proceeds from sale/redemption of available for sale investments 225,530 1,296,477
Additions to available for sale investments (365,281) -
Additions to investment in bonds - (100,000)
Additions to property and equipment {2,560) (56,172)
Additions to invesiment properties (77,254) (1,090,931)
Proceeds from sale of investment properties - 31,601
Proceeds from sale of property and equipment 10,000 -
Dividend received from associates 8,385 166,962
Dividend income received 118,176 356,476
Interest income received 26,352 27,586
Net cash (used in)/from investing activities (56,652) 631,999
FINANCING ACTIVITIES
Repayment of murabaha payables (403,895) (432,625)
Finance costs paid (198,926) (167,375)
Net cash used in financing activities (602,821) (600,000)
Net decrease in cash and cash equivalents (1,751,314} (1,061,662)
Cash and cash equivalents at beginning of the year 4,240,051 5,301,713
Cash and cash equivalents at end of the year 11 2,488,937 4,240,051

The notes set out on pages 11 to 55 form an integral part of these consolidated financial statements.



Al Mal investment Company - KPSC and Subsidiaries 11
Consolidated Financial Statements
31 December 2017

Notes to the consolidated financial statements

1 Incorporation and activities

Al Mal Investment Company — KPSC, (“the Parent Company™}, is a IKKuwaiti Public Shareholding Company
established on 2 January 1980 under the Commercial Companies Law No. 15 of 1960 and amendments thereto.
The Parent Company is regulated by the Central Bank of Kuwait and the Capital Market Authority as an
investment company and its shares are listed on the Kuwait Stock Exchange. The Parent Company and its
subsidiaries (listed in note 7) are together referred to as “the Group”.

The principal objectives of the Parent Company are as follows:

- Investment in various economic sectors through participating in establishing specialised companies or
purchasing securities or shares in those companies;

- Actas investment trustees and manage different investment portfolios for others; and

- Act as intermediary in borrowing operations in return for commission;

Further, the Parent Company has the right to participate and subscribe, in any way with other firms which
operate in the same field or those which would assist in achieving its objectives in KKuwair and abroad and to
purchase those firms or participate in their equity.

The address of the Parent Company’s registered office is Arabian Gulf Street, Ahmed Tower, Floor 22, PO
Box 26308, Safat 13124, State of Kuwait.

The Board of Directors of the Parent Company authorised these consolidated financial statements for issuc on
20 March 2018. The general assembly of the Parent Company’s shareholders has the power to amend these
consolidated financial statements after issuance.

2 Basis of preparation

a) Basis of preparation

The consolidated financial statements are prepared under the historical cost convention modified to include
the measurement of investments at fair value through profit or loss, available for sale instruments and
investment properties.

The consolidated financial statements are presented in Kuwaiti Dinars (IKD).

‘The Group has elected to present the “statement of comprehensive income” in two statements: the “statement
of profit or loss” and a “statement of profit or loss and other comprehensive income”.

b) Fundamental accounting concept

As of 31 December 2017, the Group’s total current assets amounted KD7,934,566 and its total current liabilities
amounted to KID9,423,403 (total current liabilides exceeded total current assets by KID1,488,837). However,
the Group’s total assets exceeded its total liabiliies by KID16,516,014. Current labilities include KID4,667,695
due to related parties (note 17) and due to trade creditors and others include IKID3,429,545 represent liabilites
related to the project which is referred to in note 17 and the Group does not expect these liabilities to be called
upon until the Group is able to recover its dues from the project. Further, the Parent Company’s management
is also evaluating various strategies to improve the operating performance, financial position and adequacy of
financial resources of the Group to enable to meet its future obligations on due dates. Therefore, the Parent
Company’s management believes the Group has adequate resources to mect its short-term obligations and
accordingly, these consolidated financial statements have been prepared under a going concern basis.

Had the going concern basis not been used, adjustments would be made relating to the recoverability of
recorded asset amounts or to the amount of liabilities to reflect the fact that the Group may be required to
realize its assets and extinguish its liabilities other than in the normal course of business, at amounts different
from those stated in these consolidated financial statements.



Al Mal Investment Company - KPSC and Subsidiaries 12
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Notes to the consolidated financial statements (continued)

3 Statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by International Accounting Standards Board (IASB) as modified by the
State of Kuwait for financial services institutions regulated by Central Bank of Kuwnait.

These regulations require adoption of all IFRSs except for the LAS 39 requirement for collective impairment
provision, which has been replaced by the Central Bank of Kuwait requirement for a minimum general
provision as described under the accounting policy for impairment of financial assets.

4 Changes in accounting policies
4.1 New and amended standards adopted by the Group

A number of new and revised standards are effective for annual periods beginning on or after 1 January 2017
which have been adopted by the Group. Information on these new standards is presented below:

Standard or Interpretation Effective for annual periods beginning
IAS 7 Statement of Cash Flows- Amendments 1 January 2017
Annual Improvements to IFRSs 2014-2016 Cycle 1 January 2017

IAS 7 Statement of Cash Flows- Amendments

The Amendments are designed to improve the quality of information provided to users of financial statements
about changes in an entity’s debt and related cash flows (and noncash changes).

The Amendments:

* require an entity to provide disclosures that enable users to evaluate changes in liabilities arising from
financing activities. An entity applies its judgement when determining the exact form and content of
the disclosures needed to satisfy this requirement;

* sugpest a number of specific disclosures that may be necessary in order to satisfy the above
requirement, including;:

o changes in liabilities arising from financing activities caused by changes in financing cash flows,
foreign exchange rates or fair values, or obtaining or losing control of subsidiaries or other
businesses;

o a reconciliation of the opening and closing balances of liabilides arising from financing
acnvities in the statement of financial position including those changes identified immediately
above.

The Group’s habilities arising from financing activities comprise of murabaha payables (note 18). A
reconciliation berween the opening and closing balances of these items is provided in note 18. Apart from these
additional disclosures the application of the amendments did not have any impact on the consolidated financial
statements of the Group.

Annual Improvements to IFRSs 2014-2016 Cycle

Amendments to IFRS 12 - Clarifies the scope of IFRS 12 by specifying that its disclosure requirements (except
for those in IFRS 12. B10-B16) apply to an entity's interests in a subsidiary, joint venture or an associate
irrespective of whether they are classified (or included in a disposal group that is classified) as held for sale ot
as discontinued operations in accordance with IFRS 5.

The application of the amendments did not have any impact on the consolidated financial statements of the
Group as none of the Group entities are classified as, or included in disposal Group that is classified as held
for sale.
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4 Changes in accounting policies (continued)

4.2 IASB Standards issued but not yet effective

At the date of authorisation of these consolidated financial statements, certatn new standards, amendments and
interpretations to existing standards have been published by the IASB but are not yet effective, and have not
been adopted early by the Group.

Management andcipates that all of the relevant pronouncements will be adopted in the Group’s accounting
policies for the first period beginning after the effective date of the pronouncements. Information on new
standards, amendments and interpretations that are expected to be relevant to the Group’s consolidated
financial statements is provided below. Certain other new standards and interpretations have been issued but
are not expected to have a material impact on the Group’s consolidated financial statements.

Standard or Interpretation Effective for annual periods beginning
IFRS 10 and IAS 28 Sale or Contribution of Assets between and an

Investor and its Associate or Joint Venture - Amendments No stated date

IFRS 9 Financial Instruments: Classification and Measurement 1 January 2018

IFRS 15 Revenue from Contracts with Customers 1 January 2018

IFRS 16 Leases 1 January 2019

IAS 40 Investment Property - Amendments 1 January 2018

Annual Improvements to IFRSs 2014-2016 Cycle 1 January 2018

IFRIC 22 Foreign Currency Transactions and Advance Consideraton 1 January 2018

IFRS 10 and IAS 28 Sale or Contribution of Assets between and an Investor and its Associate or Joint
Venture - Amendments

The Amendments to IFRS 10 Consolidated Financial Statements and [AS 28 Investments in Associates and
Joint Ventures (2011) clarify the treatment of the sale or contribution of assets from an investor to its associate
or joint venture, as follows:
* require full recognition in the investor's financial statements of gains and losses arising on the sale or
contribution of assets that constitute a business (as defined in IFRS 3 Business Combinations)
®  require the partial recogniton of gains and losses where the assets do not constitute a business, 1.e. a

gain or loss is recognised only to the extent of the unrelated investors’ interests in that associate or
joint venture.

These requirements apply regardless of the legal form of the transaction, e.g. whether the sale or contribution
of assets occurs by an investor transferring shares in a subsidiary that holds the assets (resulting in loss of
control of the subsidiaty), or by the direct sale of the assets themselves.

IASB has postponed the effective date indefinitely until other projects are completed. However, early
implementation is allowed, Management does not anticipate that the application of the amendments in the
future will have a significant impact on the Group’s consolidated financial statements.

IFRS 9 Financial Instruments

The IASB published IFRS 9 ‘Financial Instruments’ (2014), representing the completion of its project to replace
IAS 39 ‘Financial Instruments: Recognition and Measurement’. The new standard introduces extensive changes
to IAS 39s guidance on the classification and measurement of financial assets and introduces a new ‘expected
credit loss’ model for the impairment of financial assets. IFRS 9 also provides new guidance on the application
of hedge accounting.
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4 Changes in accounting policies {continued)
4.2 IASB Standards issued but not yet effective (continued)
IFRS 9 Financial Instruments (continued)

The main areas of expected impact are as follows:

o the classification and measurement of the financial assets based on the new criteria that considers the
assets’ contractual cash flows and the business model in which they are managed.

® an expected credit loss-based impairment will need to be recognised on the trade receivables and
investments in debt-type assets currently classified as available for sale and held-to-maturity, unless
classified as at fair value through profit or loss in accordance with the new criteria.

¢ it will no longer be possible to measure equity investments at cost less impairment and all such
investments will instead be measured at fair value. Changes in fair value will be presented in profit or
loss unless an irrevocable designation is made to present them in other comprehensive income.

e if the fair value option continues to be elected for certain financial liabilities, fair value movements will
be presented in other comprehensive income to the extent those changes relate to own credit risk.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, Fair
Value Through Other Comprehensive Income (FVTOCI) and Fair Value Through Profit or Loss (FVTPL).
The standard eliminates the existing IAS 39 categories of held to maturity, loans and receivables and available
for sale.

Further, the gains and losses on subsequent measurement of debt type financial instruments measured at
FVTOCI will be recognised in equity and will be recycled to profit or loss on derecognition or reclassification.

However, gains or losses on subsequent measurement of equity type financial assets measured at FVTOCI will
be recognised in equity and not recycled to profit or loss on derecognition. Dividend income on these assets
will continue to be recognised in profit or loss.

The Company will apply IFRS 9 retrospectively and recognize any difference between the previous carrying
amount and the carrying amount as at 1 January 2018 in opening retained earnings. The Company will not
restate prior periods.

Based on the analysis of the Group’s financial assets and labilities as at 31 December 2017 and of the
circumstances that existed at that date, management of the Group have determined the impact of
implementation of IFRS 9 on the consolidated financial statements of the Group as follows:

Classification and measurement:
Management holds debt type financial assets to hold and collect the associated cash flows and, therefore, these
are to continue to be accounted for at amortised cost.

As a result of new classifications, equity investments amounting to KID4,668,087 will be reclassified from
Available for Sale to FVTPL and fair value reserve of KID420,197 related to these investments will be
reclassified to retained earnings.
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4 Changes in accounting policies (continued)
4.2 IASB Standards issued but not yet effective (continued)

IFRS 9 Financial Instruments (continued)

Loans as well as trade receivables are held to collect contractual cash flows and are expected to give rise to cash
flows representing solely payments of principal and interest. Management analysed the contractual cash flow
characteristics of those instruments and concluded that they meet the criteria for amortised cost measurement
under IFRS 9. Therefore, reclassification for these instruments is not required.

There is no impact on the financial liabilities of the Group and will continue to be measured at amortised cost.

Impairment:

IFRS 9 requires the Group to record expected credit losses on all of its debt securities, instalment credit loans
and trade receivables, due from related parties either on a 12-month or lifetime basis. Instalment credit debtors
are subject to the minimum provisioning requirements of the Central Bank of Kuwait. Management believes
that the impairment allowance for the instalment credit debtors under the CBK requirements exceed the
requirements of IFRS 9.

The Group expects to apply simplified approach to impairment for accounts receivable and other assets as
required or permitted under the standard.

However, the Group doesn’t expect to recognise any significant impairment losses on its accounts receivable
and due from related parties.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaced IAS 18 “Revenues”, IAS 11 “Construction Contract” and several revenues — related
Interpretations and provides a new control-based revenue recognition model using five-step approach to all
contracts with customers.

The five steps in the model are as follows:

Identify the contract with the customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contracts
Recognise revenue when (or as) the entity satisfies a performance obligation.

The standard includes important guidance, such as;

* Contracts involving the delivery of two or more goods or services — when to account separately for
the individual performance obligations in a multiple element arrangement, how to allocate the
transaction price, and when to combine contracts

* Timing — whether revenue is required to be recognized over time or at a single point in time

® Variable pricing and credit risk — addressing how to treat arrangements with variable or contingent
(e.g. performance-based) pricing, and introducing an overall constraint on revenue

* ‘Time value — when to adjust a contract price for a financing component

e Specific issues, including —

o non-cash consideration and asset exchanges
contract costs
rights of return and other customer options
supplier repurchase options
warranties

0O 0 O0O0
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4 Changes in accounting policies (continued)
4.2 IASB Standards issued but not yet effective (continued)

IFRS 15 Revenue from Contracts with Customers {(continued)

principal versus agent

licencing

breakage

non-refundable upfront fees, and
consignment and bill-and-hold arrangements.

00 00O

Upon adoption of IFRS 15, the Group will apply the cumulative effect approach by retrospectively adjusting
retained earnings on 1 January 2018. The Group will not restate prior periods.

Based on the current available information, management does not anticipate that the adoption of this standard
will have a material impact on the Group’s consolidated financial statements.

IFRS 16 Leases

IFRS 16 will replace IAS 17 and three related Interpretations. Leases will be recorded on the statement of
financial position in the form of a right-of-use asset and a lease liability.

Management is yet to fully assess the impact of the Standard and therefore is unable to provide quantified
informatdon. However, in order to determine the impact, management is in the process of:

e performing a full review of all agreements to assess whether any additional contracts will now become
a lease under IFRS 16’s new definition

e deciding which transitional provision to adopt; either full retrospective application or partial
retrospective application (which means comparatives do not need to be restated). The partial
application method also provides optional relief from reassessing whether contracts in place are, or
contain, a lease, as well as other reliefs. Deciding which of these practical expedients to adopt is
important as they are one-off choices

¢ assessing their current disclosures for finance and operating leases as these are likely to form the basis
of the amounts to be capitalised and become right-of-use assets

¢ determining which optional accounting simplifications apply to their lease portfolio and if they are
going to use these exemptions

¢ assessing the addirional disclosures that will be required.

IFRS 40 Investment Property - Amendments

The Amendments to IAS 40 clarifies that transfers to, or from, investment property are required when, and
only when, there is a change in use of property supported by evidence. The amendments also re-characterise
the list of circumstances appearing in paragraph 57(a)—(d) as a non-exhaustive list of examples of evidence that
a change in use has occurred. The Board has also clarified that a change in management’s intent, by itself, does
not provide sufficient evidence that a change in use has occurred. Evidence of a change in use must be
observable.

Management does not anticipate that the application of the amendments in the future will have a significant
impact on the Group’s consolidated financial statements.
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4 Changes in accounting policies (continued)
4.2 IASB Standards issued but not yet effective (continued)

Annual Improvements to IFRSs 2014-2016 Cycle

Amendments to LAS 28 - Clarifies that a qualifying entity is able to choose between applying the equity method
or measuring an investment in an associate or joint venture at fair value through profit or loss, separately for
each associate or joint venture at initial recognition of the associate or joint venture. Amendment is effective
for annual periods beginning on or after 1 January 2018.

Management does not anticipate that the application of the amendments in the future will have a significant
impact on the Group’s consolidated financial statements.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The Interpretations looks at what exchange rate to use for translation when payments are made or recetved in
advance of the related asset, expense or income. A diversity was observed in practice in circumstances in which
an entity recognises a non-monetary liability arising from advance consideration. The diversity resulted from
the fact that some entities were recognising revenue using the spot exchange rate at the date of the receipt of
the advance consideration while others were using the spot exchange rate at the date that revenue was
recognized. IFRIC 22 addresses this issue by clarifying that the date of the transaction for the purpose of
determining the exchange rate to use on initial recognition of the related assect, expense or income {or part of
it) is the date on which an entity initially recognises the non-monetary asset or non-monetary liability arising
from the payment or receipt of advance consideration.

Management does not anticipate that the application of the amendments in the future will have a significant
impact on the Group’s consolidated financial statements.

5 Summary of significant accounting policies
The significant accounting policies and measurements bases adopted in the preparation of the consolidated
financial statements are summarised below:

5.1 Basis of consolidation

The Group financial statements consolidate those of the Parent Company and all of its subsidiaries. Subsidiaries
are all entities (including structured entities) over which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group and they are deconsolidated from the date that control ceases.
All subsidiaries have a reporting date of 31 December. The details of the significant subsidiaries are set out in
Note 7 to the consolidated financial statements.

All transactions and balances between Group companies are eliminated on consolidation, including unrealised
gains and losses on transactions between Group companies. Where unrealised losses on intra-group asset sales
are reversed on consolidation, the underlying asset is also tested for impairment from a Group perspective.
Amounts reported in the financial statements of subsidiaries have been adjusted where necessary to ensure
consistency with the accounting policies adopted by the Group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the date the Group gains control, or until the date the Group ceases to control the subsidiary,
as applicable.
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S Summary of significant accounting policies (continued)

5.1 Basis of consolidation (continued)

Non-controlling interests, presented as part of equity, represent the portion of a subsidiary’s profit or loss and
net assets that is not held by the Group. The Group attributes total comprehensive income or loss of
subsidiaries between the owners of the parent and the non-controlling interests based on their respective
ownership interests. Losses within a subsidiary are attributed to the non-controlling interests even if that results
tn a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the group loses control over a subsidiary, it:

Derecognizes the assets (including goodwill) and liabilities of the subsidiary
Derecognizes the carrying amount of any non-controlling interests
Derecognizes the cumulative translation differences, recorded in equity
Recognizes the fair value of the consideration received

Recognizes the fair value of any investment retained

Recognizes any surplus or deficit in profit or loss

Reclassifies the parent’s share of components previously recognized in other comprehensive income
to profit or loss or retained earnings, as appropriate as would be required if the Group has directly
disposed of the related assets or liabilities.

5.2 Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration
transferred by the Group to obtain control of a subsidiary is caiculated as the sum of the acquisition-date fair
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes the
fair value of any asset or liability arising from a contingent consideration arrangement. Acquisition costs are
expensed as incurred. For each business combination, the acquirer measures the non-controlling interests in
the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date through profit or loss.

The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless
of whether they have been previously recognised in the acquiree’s financial statements prior to the acquisition.
Assets acquired and liabilities assumed are generally measured at their acquisition-date fair values.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by
the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be asset ot
liability will be recognised in accordance with IAS 39 either in profit or loss or as change to other
comprehensives income. If the contingent consideration is classified as equity, it should not be remeasured
untl it is finally settled within other comprehensive income.
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5 Summary of significant accounting policies (continued)

5.2 Business combinations (continued)

Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of the
sum of a) fair value of consideration transferred, b) the recognised amount of any non-controlling interest in
the acquiree and ¢) acquisition-date fair value of any existing equity interest in the acquiree, over the acquisition-
date fair values of identifiable net assets, If the fair values of idenufiable net assets exceed the sum calculated
above, the excess amount (i.e. gain on a bargain purchase) is recognised in profit or loss immediately.

5.3 Investment in associates

Associates are those entties over which the Group is able to exert significant influence but which are neither
subsidiaries nor joint ventures. Investments in associates are initially recognised at cost and subsequently
accounted for using the equity method. Any goodwill or fair value adjustment attributable to the Group’s share
in the associate is not recognised separately and is included in the amount recognised as investment in
associates.

Under the equity method, the carrying amount of the investment in associates is increased or decreased to
recognise the Group’s share of the profit or loss and other comprehensive income of the associate, adjusted
where necessary to ensure consistency with the accounting policies of the Group.

Unrealised gains and losses on transactions between the Group and its associates and joint ventures are
eliminated to the extent of the Group’s interest in those entities. Where unrealised losses are climinated, the
underlying asset is also tested for impairment.

The share of results of an associate is shown on the face of the consolidated statement of profit or loss. 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 associate.

The difference in reporting dates of the associates and the Group is not more than three months. Adjustments
are made for the effects of significant transactions or events that occur between that date and the date of the
Group’s consolidated financial statements. The associate’s accounting policies conform to those used by the
Group for like transactions and events in similar circumstances.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associate. The Group 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
Group calculates the amount of impairment as the difference between the recoverable amount of the associate
and its carrying value and recognises the amount in the ‘share of results of an associate’ in the consolidated
statement of profit or loss.

Upon loss of significant influence over the associate, the Group measures and recognises any retaining
investment at its fair value. Any differences between the carrying amount of the associate upon loss of
significant influence and the fair value of the remaining investment and proceeds from disposal are recognised
in the consolidated statement of profit or loss.

5.4 Segment reporting

The Group has three operating segments: Investment, real estate and finance segments. In identfying these
operating segments, management generally follows the Group’s service lines representing its main products
and services. Each of these operating segments is managed separately as each requires different approaches and
other resources.

For management purposes, the Group uses the same measurement policies as those used in its financial
statements, In addidon, assets or liabilities which are not directly attributable to the business activides of any
operating segment are not allocated to a segment.
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5 Summary of significant accounting policies (continued)

5.5 Revenue
Revenue arises from rendering of services, investing activities and real estate activities. It is measured by
reference to the fair value of consideraton received or receivable.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when payment is made. The following specific recognition criteria
should also be met before revenue is recognised;

5.5,1 Rendering of services
The Group earns rental income from operating leases of its investment properties. Rental income is recognised
on a straight-line basis over the term of the lease.

The Group earns fees and commission income from diverse range of asset management, investment banking,
custody and brokerage services provided to its customers. Fee income can be divided into the following two
categories:

o Fee income earned from services that are provided over a certain period of lime
Fees earned for the provision of services over a period of time are accrued over that period. These fees include
commission income and asset management, custody and other management fees.

®  Fee income from providing transaction services

Fees arising for rendering specific advisory services, brokerage services, equity and debt placement transactions
for a third party or arising from negotiating or participating in the negotiation of a transaction for a third party
are recognised on completion of the underlying transaction.

The Group also earns income from communication services (from Tarasul Telecom) and are recorded when
services are rendered.

5.5.2 Interest income
Interest income are recognised on a time proportion basis using effective interest method.

5.5.3 Gain or loss from sale of investment propertics

Gain or loss from sale of investment properties is recognised on completion of sale contract and after
transferring the risk and rewards associated with the real estate to the purchaser and the amount of revenue can
be reliably measured.

5.5.4 Dividend income
Dividend income, other than those from investments in associates, are recognised at the time the right to
receive payment is established.

5.5.5 Rental income
Rental income is recognised on straight line basis over the term of lease. The Group earns rental income from
operating leases of its investment properties.

5.6 Operating expenses
Operating expenses are recognised in profit or loss upon utilisation of the service or at the date of their origin.

5.7 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the period of time that is necessary to complete and prepare the asset for its intended use or
sale. Other borrowing costs are expensed in the period in which they are incurred and reported in finance costs.
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5 Summary of significant accounting policies (continued)

5.8 Property and equipment

Property and equipment is stated at cost less accumulated depreciation and any impairment in value. The Group
depreciates its property and equipment using the straight-line method at rates sufficient to write off the assets
over their esumated useful economic lives.

5.9 Investment properties
Investment properties are properties held to earn rentals and/or for capital appreciation, and are accounted for
using the fair value model.

Investment properties are imitially measured at cost, including transaction costs. Subsequently, investment
properties are re-measured at fair value on an individual basis based on valuations by independent real estate
valuers and are included in the consclidated statement of financial posiuon. Changes in fair value are taken to
the consolidated statement of profit or loss.

Investment properties are de-recognised when either they have been disposed of or when the investment
propetty 1s 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 consolidated
statement of profit or loss in the year of retirement or disposal.

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

510 Impairment testing of non-financial assets

An impairment loss is recognised for the amount by which the asset’s or cash-generating unit’s carrying amount
exceeds its recoverable amount, which is the higher of fair value less costs to sell and value-in-use. To determine
the value-in-use, management estimates expected future cash flows from the asset or each cash-generating unit
and determines a suitable interest rate in order to calculate the present value of those cash flows. The data used
for impairment testing procedures are directly linked to the Group’s latest approved budget, adjusted as
necessary to exclude the effect of future reorganisations and assets enhancements. Discount factors are
determined individually for each asset or cash-generating unit and reflect management’s assessment of
respective risk profiles, such as market and asset-specific risks factors.

Impairment losses for cqsh-generaung units reduce first the carrying amount of any goodwill allocated to that
cash- gencraung unit. Any remaining impairment loss is charged pro rata to the other asscts in the cash-
generating unit. With the exception of goodwill, all assets are subsequently reassessed for indications that an
impairment loss previously recognised may no longer exist. An impairment charge is reversed if the cash-
generating unit’s recoverable amount exceeds its carrying amount.

5.1 Financial instruments

5.11.1 Recognition, initial measurement and derecognition

Financial assets and financial liabilides are recognised when the Group becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value adjusted by transactions costs,
except for those carried at fair value through profit or loss which are measured initially at fair value. Subsequent
measurement of financial assets and financial liabilities are described below.

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date i.e. the date that the
entity commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in
the market place.
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5 Summary of significant accounting policies (continued)
5.11  Financial instruments (continued)

5.11.1 Recognition, initial measurement and derecognition (continued)
A financial asset (or, where applicable a part of financial asset or part of group of similar financial assets) is
primarily derecognised when:

rights to receive cash flows from the assets have expired;

the Group has transferred its rights 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 Group has transferred substantially all the risks and rewards of the asset or

(b) the Group has neither transferred nor retained substantially all risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substandally all the risks and rewards of the asset, nor transferred
control of the asset, the Group continues to recognise the transferred asset to the extent of the Group’s
continuing involvement. In that case, the Group 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 Group has
retained.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substandally different terms,
ot the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in consolidated statement of profit or loss.

5.11.2 Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial recognition:

* loans and receivables
* financial assets at fair value through profit or loss (FVTPL)
* available-for-sale (AFS) financial assets.

All financial assets except for those at FVTPL are subject to review for impairment at least at each reporting
date to identify whether there is any objective evidence that a financial asset or a group of financial assets is
impaired. Different criteria to determine impairment are applied for each category of financial assets, which are
described below.

All significant income and expenses relating to financial assets that are recognised in profit or loss are presented,
under separate headings in the consolidated statement of profit or loss.

¢ Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial recognition, these are measured at amortised cost using the effective
interest rate method, less provision for impairment. Discounting is omitted where the effect of discounting is
immatertal.
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5 Summary of significant accounting policies (continued)
5.11 Financial instruments (continued)

5.11.2 Classification and subsequent measurement of financial assets (continued)

e Loans and receivables fcontinued)

Individually significant receivables are considered for impairment when they are past due or when other
objective evidence is received that a specific counterparty will default. Receivables that are not considered to
be individually impaired are reviewed for impairment in groups, which are determined by reference to the
industry and region of a counterparty and other shared credit risk charactenistics. The impairment loss estimate
is then based on recent historical counterparty default rates for each identified group.

In addition, in accordance with Central Bank of Kuwait instructions, a minimum general provision is made on
all applicable credit facilites (net of certain categories of collateral) that are not provided for specifically.

The Group categorises loans and receivables into following categories:

o Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

o Recervables and other financial assets

Trade receivable are stated at original invoice amount less allowance for any uncollectible amounts. An estimate
for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written off
as incurred.

Loans and receivables which are not categorised under any of the above are classified as “other
receivables/other assets”.

e Financial assets at FVTPL

Classification of investments as financial assets at FVIPL depends on how management monitor the
performance of these investments. Investments at FVTPL are either "held for trading” or "designated” as such
on initial recognition.

The Group classifies investments as trading if they are acquired principally for the purpose of selling or are a
part of a portfolio of identified financial instruments that are managed together and for which there is evidence
of a recent actual pattern of short term profit taking. When they are not classified as held for trading but have
readily available reliable fair values and the changes in fair values are reported as part of statement of profit or
loss in the management accounts, they are as designated at FVTPL upon initial recognition.

Assets in this category are measured at fair value with gains or losses recognised in profit or loss except for
financial assets whose fair value cannot be reliably measured are carried at cost less impairment losses, if any.
The fair values of financial assets in this category are determined by reference to active market transactions or
using a valuation technique where no active marker exists.

» AFS financial assets
AFS financial assets are non-derivative financial assets that are either designated to this category or do not
qualify for inclusion in any of the other categories of financial assets.
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5 Summary of significant accounting policies (continued)
5.11  Financial instruments (continued)

5.11.2 Classification and subsequent measurement of financial assets (continued)

e AFS financial assets (continued)

Financial assets whose fair value cannot be reliably measured are carried at cost less impairment losses, if any.
Impairment charges are recognised in consolidated statement of income. All other AFS financial assets are
measured at fait value. Gains and losses are recognised in other comprehensive income and reported within the
fair value reserve within equity, except for impairment losses, and foreign exchange differences on monetary
assets, which are recognised in consolidated statement of profit or loss. When the asset is disposed of or is
determined to be impaired, the cumulatve gain or loss recognised in other comprehensive income is reclassified
from the equity reserve to consolidated statement of profit or loss and presented as a reclassification adjustment
within other comprehensive income.

The Group assesses at each reporting date whether there is objective evidence that a financial asset available
for sale or a group of financial assets available for sale is impaired. In the case of equity investments classified
as financial assets available for sale, objective evidence would include a significant or prolonged decline in the
fair value of the equity investment below its cost. ‘Significant’ is evaluated against the original cost of the
investment and ‘prolonged’ against the period in which the fair value has been below its original cost. Where
there is evidence of impairment, the cumulative loss is removed from other comprehensive income and
recognised in the consolidated statement of profit or loss.

Reversals of impairment losses are recognised in other comprehensive income, except for financial assets that
are debt securities which are recognised in consolidated statement of profit or loss only if the reversal can be
objectively related to an event occurring after the impairment loss was recognised.

5.11.3  Classification and subsequent measurement of financial liabilities
The Group’s financial liabilites include borrowings, bonds issued and accounts payable and other liabilities; the
subsequent measurement of financial liabilities depends on their classification.

The Group classifies all its financial liabilities as “financial liabilities other than at fair value through profit or
loss (FVTPL).

»  Financial liabilities other than at fair valuc through profit or loss (FVIPL)
These are stated at amortised cost using effective interest rate method. The Group categorises financial liabilities
other than at FVTPL into the following categories:

»  Borrowings

All borrowings are subsequently measured at amortised cost using the effectve interest rate method. Gains and
losses are recognised in the consolidated statement of profit or loss when the liabilities are derecognised as well
as through the effective interest rate method (EIR) amortsation process.

®  Bondr issed

Bonds are carried on the consolidated statement of financial position at their principal amount, net of directly
related costs of issuing the bonds to the extent that such costs have not been amortised. These costs are
amortised through the consolidated statement of profit or loss over the life of the bonds using the effective
interest rate method.
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5 Summary of significant accounting policies (continued)
511  Financial instruments (continued)

5.11.3 Classification and subsequent measurement of financial liabilities (continued)
e  Financial liabilities other than at fair value through profit or loss (FVIPL) (continued)

o Acounts payables and other financial liabilities

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by
the supplier or not, and classified as trade payables. Financial liabilides other than at FVTPL which are not
categorised under any of the above are classified as “accounts payable and other liabilities”

All interest-related charges are included within finance costs or interest income.

5.11.4 Amortised cost of financial instruments

This is computed using the effective interest method less any allowance for impairment. The calculation takes
into account any premium or discount on acquisiion and includes transaction costs and fees that are an integral
part of the effective interest rate.

5.11.5 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of
financial position if, there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

5.11.6 Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current
fair value of another instrument that is substantially the same; a discounted cash flow analysis or other valuation
models.

512  Equity, reserves and dividend payments
Share capital represents the nominal value of shares that have been issued and paid up.

Statutory and voluntary reserves comprise appropriations of current and prior period profits in accordance with
the requirements of the commercial companies’ law and the Parent Company’s articles of association.

Other components of equity include the following:

* foreign currency translaton reserve — comprises foreign currency translation differences arising from the
translation of financial statements of the Group’s foreign entities into KD

*  Cumulative changes in fair value reserve — comprises gains and losses relating to available for sale financial
assets

Accumulated losses include all current and prior period losses. All transactions with owners of the parent are
recorded separately within equity.

Dividend distributions payable to equity sharcholders are included in other liabilities when the dividends have
been approved in a general meeting,
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