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Report on review of interim condensed consolidated financial information

To the board of directors of
Al Mal Investment Company — KPSC
Kuwait

Introduction

We have reviewed the interim condensed consolidated statement of finandial position of Al Mal Investment
Company (Kuwaiti Public Shareholding Company) (the “Parent Company”) and its subsidiaries (collectively
the “Group”) as of 31 March 2018 and the related interim condensed consolidated statements of profit or loss,
profit or loss and other comprehensive income, changes in equity and cash flows for the three-month period
then ended. Management is responsible for the preparation and presentation of this interim condensed
consolidated financial information in accordance with the basis of presentation set out in Note (2). Qur
responsibility is to express a conclusion on this interim condensed consolidated financial information based on
our review.

Scape of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Intenm Financial Information Performed by the Independent Auditor of the Entty.” A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidated financial information is not prepared, in all material respects, in accordance with the
basis of presentation set out in note (2).

Emphasis of matter

We draw attention to Note 7 to the interim condensed consolidated financial information, 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 conclusion is not modified in respect of this matter.

Report on review of other legal and regulatory requirements

Based on our review, the interim condensed consolidated financial information is in agreement with the books
of the Parent Company. We further report 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 Memorandum of Incorporation and
Articles of Association of the Parent Company, as amended, have occurred during the three-month period
ended 31 March 2018 that might have had a material effect on the business or financial position of the Group.
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Report on review of interim condensed consolidated financial information
of Al Mal Investment Company - KPSC (continued)

Report on review of other legal and regulatory requirements

We further report that, during the course of our review, to the best of our knowledge and belief, we have not
become aware of any materal violations of the provisions of Law No. 32 of 1968, as amended, concerning
currency, the Central Bank of Kuwait and the organisation of banking business, and its related regulations, or
of the provisions of Law No. 7 of 2010 concerning the Capital Markets Authority and its related regulations
during the three-month period ended 31 March 2018.

ArERN

Anwar Y. Al-Qatami, F.C.C.A.
(Licence No. 50-A)
of Grant Thornton — Al-Qatami, Al-Aiban & Partners

Member oAMAZARS

Kuwait
14 May 2018



Al Mal Investment Company - KPSC and Subsidiaries 3
Interim Condensed Consolidated Financial Information
31 March 2018 {Unaudited)

Interim condensed consolidated statement of profit or loss

Three months Three months

ended 31 ended 31
March 2018 March 2017
Note  (Unaudited) {Unaudited)
KD KD
Income
Change in fair value of investments at fair value through profit or loss (117,681) 30,241
(Loss)/gain from sale of investments at fair value through profit or loss (21,878) 47,632
Loss from sale of available for sale invesiments - (26,692)
Dividend income 15,616 23,468
Net income from communication services 9,698 8,555
Management and consultancy fees 68,414 33,897
Rental income 203,328 133,992
Share of results of associates {31,030) 126,132
Interest income 7,451 10,032
Foreign exchange loss (323) (5,891)
Other income 432 (36)
134,017 381,530
Expenses and other charges
Finance costs 46,787 49,209
Staff cosls 289,271 296,756
General, administrative and other expenses 228,334 186,655
Provision for doubtful debts 8,317 -
Provision for financing receivables 91,882 -
Write off receivables and other assets 37,868 -
702,459 532,710
Loss for the period (568,442) (151,180)
Attributable to :
Owners of the Parent Company (583,174} (145,537}
Non-controlling interests 14,732 (5,643)
(568,442) (151,180}
Basic and diluted loss per share attributable to the owners of the
Parent Company 4 (1.88) Fils (0.47) Fils

The notes set aut on pages 9 ta 24 fornt an infegral part of the interim condensed consolidated finaucial information.



Al Mal Investment Company - KPSC and Subsidiaries
Interim Condensed Consclidated Financial Information
31 March 2018 {Unaudited)

Interim condensed consolidated statement of profit or loss

and other comprehensive income

Three months

Three months

ended 31 ended 31
March 2018 March 2017
(Unaudited) {Unaudited)
KD KD
Loss for the period (568,442) (151,180)
Other comprehensive income:
ftems to be reclassified to profit or loss in subsequent periods:
Exchange differences arising on translation of foreign operations (15,145) 358,036
Available for sale investments:
- Net changes in fair value arising during the period - 287,722
- Transferred to consolidated statement of profit or loss on disposal - 20,266
Share of other comprehensive income of associates 1,523 {128,860)
Total other comprehensive income for the period {13,622) 537,064
Total comprehensive income for the period {582,064) 385,884
Total comprehensive income attributable to:
Owners of the Parent Company (594,256) 383,750
Non-controlling interests 12,192 2,134
(582,064) 385,884

The notes set ont an pages 9 1o 24 form an inteeral part of the inferim condensed consolidated jinancial information.



Al Mal Investment Company - KPSC and Subsidiaries 5
Interim Condensed Consolidated Financial information
31 March 2018 {Unaudited}

Interim condensed consolidated statement of financial

position
31 March 31 Dec. 31 March
2018 2017 207
Note (Unaudited) {Audited) (Unaudited)
KD KD KD

Assets

Cash and cash equivalents 5 1,684,320 2,488,937 4,066,345
Investments at fair value through profit or loss 6 5,827,902 1,488,323 1,406,134
Financing receivables 91,479 183,811 -
Accounts receivable and other assets 7 3,601,531 3,874,517 5,282,146
Available for sale investments - 4,668,087 4,525,864
Investment in bonds 100,000 100,000 100,000
Investment in associates 4,919,249 4,948,756 5,332,794
tnvestment properties 12,178,222 12,185,134 12,565,743
Property and equipment 92,640 97,037 135,660
Total assets 28,495,343 30,034,602 33,414 686
Liabilities and equity

Liabilities

Accounts payable and other liabilities 8,148,383 9,007,574 10,008,192
Murabaha payables 3,279,188 3,202,976 3,638,938
Bonds B 900,000 900,000 900,000
Employees' end of service indeminity 393,917 408,038 514,527
Total liabilities 12,721,468 13,518,588 15,061,657
Equity

Share capital 9 31,024,591 31,024,591 66,954,351
Foreign currency translation reserve (2,079,628} (2,068,546) (1,886,690)
Cumulative changes in fair value - 420,197 315,686
Accumulated losses {13,920,664) (13,597,612) (48,051,297)
Equity attributable to owners of the Parent Company 15,024,299 15,778,630 17,332,050
Non-controlling interests 748,576 737,384 1,020,879
Total equity 16,773,875 16,516,014 18,353,029
Total liabilities and equity 28,495,343 30,034,602 33,414,686

_..-44:—:-;:{""\

S B,

i Abdulkaregm Avdullah AI-%U% Dherar Muhalhel Al Nisf

Chairman Vice Chairman

The notes set out on pases 9 to 24 form an integrad part of the interun condensed consolidated financial informatton.
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Al Mal Investment Company - KPSC and Subsidiaries
Interim Condensed Consolidated Financial Information
31 March 2018 (Unaudited}

Interim condensed consolidated statement of cash flows

Three months

Three months

ended 31 ended 31
March 2018 March 2017
MNote (Unaudited) {(Unaudited)
KD KD
OPERATING ACTIVITIES
Loss for the period {568,442) (151,180)
Adjustments for:
Provision for doubtful debts 8,317 5
Wiite-off receivables and other assets 37.868 -
Provision for financing receivables 91,882 -
Loss on disposal of property and equipment 2,642 -
Loss on disposal of available for sale investments - 26,692
Dividend income (15,616} (23,468)
Share of resulls of associates 31,030 (126,132}
Depreciation 7,490 10,209
Provision for employees’ end of service benefits 42,418 26,254
Interest income (7,451) (10,032)
Finance costs 46,787 49,299
{323,075) (198,358)
Changes in operating assets and liabilities:
Investments at fair value through profit or loss 328,508 60,274
Accounts receivable and other assets 66,726 66,249
Financing receivables 450 -
Accounts payable and other liabilities (836,644) {93,854)
Cash used in operations (764,035) (165,689)
Employees' end of service benefils paid (56,539) (9,323)
Net cash used in operating activities (820,574) (175,012)
INVESTING ACTIVITIES
Additions to property and equipment {15,735) (2,560)
Additions to available for sale investments - (39,133)
Proceeds from sale of property and equipment 10,000 -
Proceeds from sale/redemption of available for sale investments - 77,807
Additions to invesiment properties - (51,076)
Dividend income received 15,616 23,468
Interest income received 7,451 10,032
Net cash from investing activities 17,332 18,538
FINANCING ACTIVITIES
Finance costs paid (1,375) (17,232)
Net cash used in financing activities (1,375) (17,232)
Net decrease in cash and cash equivalents {804,617) (173,706)
Cash and cash eqguivalents al beginning of the period 2,488,937 4,240,051
Cash and cash equivalents at end of the period 5 1,684,320 4,066,345

The notes set out on puges 9 1o 24 fornt an integral part of the interiny condensed consolidated fivanial information.



Al Mal Investment Company - KPSC and Subsidiaries g9
Intarim Condansed Consolidated Financial infarmation
31 March 2018 (Unaudited)

Notes to the interim condensed consolidated financial
information

1 Incorporation and activities

Al Mal Investment Company — KPSC, (“the Parent Company’’), is a Kuwaiti 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 Markets Authority as an
investment company and its shares are listed on the Kuwait Stock Exchange. The Parent Company and its
subsidiaries 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;

- Act as 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 nght 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 Kuwait 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, Safac 13124, State of Kuwait.

The interim condensed consolidated financial information for the three-month period ended 31 March 2018
was authorised for issue by the Parent Company’s board of directors on 14 May 2018.

2 Basis of preparation

The interim condensed consolidated financial information of the Group for the three-month period ended 31
March 2018 has been prepared in accordance with International Accounting Standard 34 “Interim Financial
Reporting”. The accounting polices used in the preparation of these interim condensed consolidated financial
statements information are consistent with those used in the preparation of the annual consolidated financial
statements for the year ended 31 December 2017, except for the changes described in note 3.

The annual consolidated financial statements for the year ended 31 December 2017 were prepared in
accordance with the regulations of the Government of Kuwait for financial services institutions regulated by
the Central Bank of Kuwait (CBK). These regulations require adoption of all IFRS except for the IAS 39
requirements for a collective provision, which have been replaced by the Central Bank of Kuwait’s requirements
for 2 minimum general provision as described under the accounting policy for impairment of financial assets.

The interim condensed consolidated financial information has been presented in Kuwaiti Dinars which is the
functional and presentation currency of the Parent Company.

The interim condensed consolidated financial information does not include all information and disclosures
required for complete financial statements prepared in accordance with the Internatonal Financial Reporting
Standards. In the opinion of the Parent Company’s management, all adjustments consisting of normal recurring
accruals considered necessary for a fair presentation have been included.



Al Mal Investment Company - KPSC and Subsidiaries 10
Interim Condensed Cansolidated Financial Information
31 March 2018 {Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

2 Basis of preparation (continued)

The preparation of interim condensed consolidated financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

Operating results for the three-month period ended 31 March 2018 are not necessarily indicative of the results

that may be expected for the finandal year ending 31 December 2018. For further details, refer to the
consolidated financial statements and its related disclosures for the year ended 31 December 2017.

The subsidiaries are consolidated based on the management accounts for the period ended 31 March 2018.

3 Changes in accounting policies

34 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 2018
which have been adopted by the Group. Information on these new standards is presented below:

Standard or Interpretation Effective for annsnal periads beginning
IFRS 9 Financial Instruments: Classification and Measurement 1 January 2018
IFRS 15 Revenue from Contracts with Customers 1 January 2018
IAS 40 Investment Property — Amendments 1 January 2018
IFRIC 22 Foreign Currency Transactions and Advance Consideration 1 January 2018

IFRS 9 Financial Instruments

‘The LASB published IFRS 9 ‘Financial Instruments’ (2014), representing the completion of its project to replace
1AS 39 ‘Financial Instruments: Recognition and Measurement’. The new standard introduces extensive changes
to 1AS 39’s 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.

The main areas of impact are as follows:

¢ the classification and measurement of the financial assets are 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 is 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.

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

» if the fair value option continues to be elected for certain financial liabilities, fair value movements are
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 (FVOCI) and Fair value through profit or loss (FVTPL). The
standard eliminated IAS 39 categories of held to maturity, loans and receivables and available for sale.



Al Mal Investment Company - KPSC and Subsidiaries 11
Interim Condensed Consolidated Financial Information
31 March 2018 {Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)
31 New and amended standards adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

Further, the gains and losses on subsequent measurement of debt type financial instruments measured at Fair
Value Through Other Comprehensive Income (FVOCI) are now 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 FVOCI are
now recogmised in equity and not recycled to profit or loss on derecognition. Dividend income on these assets
continues to be recognised in profit or loss.

Based on the analysis of the Group’s financial assets and liabilities as at 1 January 2018 and of the circumstances
thar existed at that date, management of the Group have determined the impact of implementation of IFRS 9
on the interim condensed consolidated financial information as follows:

Classification and measurement:
All equity investments are to be measured at FVTPL.

Accounts receivable 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.

The following table explain the original measurement categories under IAS 39 and the new measurement
categories under IFRS 9 for each class of the Group’s financial assets as at 1 January 2018,

IAS 39 IFRS 9
Carrying Carrying
Classification amount Classification amount
KD KD
Financial assets
Cash and cash equivalents Loans and 2,488,937 Amortised cost 2,488,937
receivabies
Accounts receivable and other assets Loans and 3,874,517 Amortised cost 3.714,442
receivables
Financing receivables Loans and 183,811 Amortised cost 183,811
receivables
Invesiment in bonds Held to matunty 100,000 Amortised cost 100,000
Equity securities — quoted shares FVTPL 774,476 FVTPL 774,476
Mutual funds FVTPL 149,688 FVTPL 149,688
Equity securities — unquoted shares FVTPL 564,159 FVTPL 564,159
Equity securities — unquoted shares Available for 2,475,056 FVTPL 2,475,056
sale
Private equity funds Available for 552,976 FVTPL 552,976
sale
Direct equity funds Available for 681,396 FVTPL 681,396
sale
Portfolios managed by others Available for 958,659 FVTPL 958,659
sale

Total financial assets 12,803,675 12,643,600




Al Mal Investment Company - KPSC and Subsidiaries 12
Interim Condensed Consolidated Financial information
31 March 2018 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)
3.1 New and amended standards adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

As a result of the above re-classification of available for sale investments to financial assets at fair value through
profit or loss, the Group reclassified an amount of KID420,197 from the cumulative changes in fair value
account to the accumulated losses.

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 (ECL) on all of its financial assets measured at
amortised cost. ECL are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive. The shortfall is then discounted at an
approximation to the asset’s original effective interest rate. Under IFRS 9, the Group measures ECL as follows:

¢ 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the
reporting date; and

* lifenme ECLs: these are ECLs that result from all possible default events over the expected life of a financial
mnstrument

The Group has applied simplified approach to impairment for accounts receivable and other assets as required
or permitted under the standard. The Group has established a provision matrix that is based on the Group’s
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic
environment.

‘The Group has determined that the applicaton of IFRS 9s impairment requirements at 1 January 2018 results
in an additional impairment allowances as follows:

Provision as Provision as
at 31 Dec. at 1 Jan,
2017 Adjustments 2018
KD KD KD
Accounts receivable and other assets 16,040,318 160,075 16,200,393
16,040,318 160,075 16,200,393

Summary of impact on application of IFRS 9:

As allowed by the transition provisions of IFRS 9, the Group elected not to restate comparative information
for prior periods with respect to classification and measurement, and including impairment requirements.
Differences in the carrying amounts of financial assets resulting from the adoption of IFRS 9 are recognised in
the accumulated losses and reserves as at 1 January 2018. Accordingly, the information presented for the
comparative periods does not generally reflect the requirements of IFRS 9 but rather those of IAS 39.



Al Mal Investment Company - KPSC and Subsidiaries 13
Interim Condensed Consolidated Financial information
31 March 2018 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)

31 New and amended standards adopted by the Group {continued)

IFRS 9 Financial Instrumemnts (comtinued)
Adjustments to the opening statement of financial position are detailed below:

31 Dec. Adjustments/ 1Jan.
2017 reclassification 2018
KD KD KD
Assets
Accounts receivable and other assets 3,874,517 {160,075) 3,714,442
Equity
Cumulative changes in fair value 420,197 (420,197) -
Accumulated losses (13,597,612} 260,122 (13,337,490)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaced [AS 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:

Identfy 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 2 multiple clement 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

®  Vanable pricing and credit risk — addressing how to treat arrangements with vartable 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
®  Specific issues, including —
o non-cash consideration and asset exchanges
contract costs
rights of return and other customer options
supplier repurchase options
warranties
principal versus agent
licensing
breakage
non-refundable upfront fees, and
consignment and bill-and-hold arrangements.

0O 00C0O0O0O0O0O0



Al Mal Investment Company - KPSC and Subsidiaries 14
Interim Condensed Consolidated Financial Information
31 March 2018 {Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)
31 New and amended standards adopted by the Group (continued)

IFRS 15 Revenue from Contracts with Customers (continued)
The Group recognises revenue from the following major sources:
e Management and consultancy fees represent commission income and asset management, custody and
other management fees. The Group has reassessed its revenue recognition policy and has concluded
that it will continue to recognize when services are rendered.

* Dividend income represents distributions made by investments classified in accordance with IFRS 9.
The Group has reassessed its revenue recognition policy and has concluded that it will continue to
recognize revenue at the time the right to receive payment is established.

¢ Rental income represents renting premises at pre-agreed prices and is not subject to any discounts or
rebates. The Group has reassessed its revenue recognition policy and concluded that it will continued
to recognised revenue at agreed rates.

Accordingly, the implementation of IFRS 15 on 1 January 2018 did not have an impact on the Group’s interim
condensed consolidated financial information.

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.

Adoption of these amendments did not have a significant impact on the Group’s interim condensed
consolidated financial information.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The Interpretations looks at what exchange rate to use for translation when payments are made or received 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 transacton for the purpose of
determining the exchange rate to use on initial recognition of the related asset, 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.

Adoption of these amendments did not have a significant impact on the Group’s interim condensed
consolidated financial information,

3.2 IASB Standards issued but not yet effective

At the date of authorisation of this interim condensed consolidated financial informaton, certain 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.
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Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)

3.2 IASB Standards issued but not yet effective {continued)

Management anticipates that all of the relevant pronouncements will be adopted in the Group’s accountng
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 interim condensed
consolidated financial informaton 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 interim condensed consolidated
financial information.

Standard or Interpretation Effective for annual periods beginning
IFRS 10 and IAS 28 Sale or Contribution of Assets berween and an No stated date
Investor and its Associate or Joint Venture - Amendments

IFRS 16 Leases 1 January 2019

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 IAS 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 recognition of gains and losses where the assets do not consttute a business, i.e. a
gain or loss is recognised only to the extent of the unrelated investors’ interests in that associate ot
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 subsidiary), or by the direct sale of the assets themselves.

IFRS 10 and IAS 28 Sale or Contribution of Assets between and an Investor and its Associate or Joint
Venture — Amendments (continued)

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

IFRS 16 Leases

IFRS 16 will replace IAS 17 and three related Interpretations. Leases will be recorded on the statement of
financial positon 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
information. However, in order to determine the impact, management is in the process of;

¢ performing a full review of all agreements to assess whether any additional contracts will now become
a lease under IFRS 16’s new definiton
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3 Changes in accounting policies (continued)
3.2 IASB Standards issued but not yet effective (continued)

IFRS 16 Leases (continued)

® deciding which transitional provision to adopt; either full retrospective application or partial
retrospective application (which means comparatves 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
tmportant 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 asset

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

¢ assessing the additional disclosures that will be required.

4 Basic and diluted loss per share
Loss per share is calculated by dividing the loss for the period attributable to the owners of the Parent Company
by the weighted average number of ordinary shares outstanding during the period as follows:

Three months Three months
ended 31 ended 31
March 2018 March 2017
(Unaudited) {Unaudited)
Loss for the period attributable to the owners of the Parent Company (KD} (583,174) (145,537)
Weighied average number of shares outstanding during the period (excluding
treasury shares) 310,245,910 310,245,910
Basic and diluted loss per share attributable to the owners of the Parent
Company {Fils) (1.88) {0.47)

Basic and diluted loss per share reported for the period ended 31 March 2017 was Fils (0.22) before the
retroactve adjustment relating to the capital reduction (note 9).
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5 Cash and cash equivalents
31 March 31 Dec. 31 March
2018 2017 2017
(Unaudited) (Audited) (Unaudited)
KD KD KD
Cash and bank balances 1,681,094 2,463,277 2,161,254
Short term deposits - - 1,711,428
Cash balances with portfolio managers 3,226 25,660 193,663
1,684,320 2,488,937 4,066,345

Short term deposits carried average effective interest rate of Nil (31 December 2017: Nil and 31 March 2017:

1.55%).
6 Investments at fair value through profit or loss
31 March 31 Dec. 31 March
2018 2017 2017
{Unaudited) {Audited) (Unaudited)
KD KD KD
Quoted shares 748,715 774,476 730,521
Funds 1,470,854 149,688 157,279
Unquoted shares 2,843,470 564,159 518,334
Portfolios managed by others 764,863 - =
5,827,902 1,488,323 1.406,134
7 Accounts receivable and other assets
31 March 31 Dec. 31 March
2018 2m7 2017
(Unaudited) (Audited) (Unaudited)
KD KD KD
Advance payment for purchase of investments 1,299,225 1,320,801 1,397,548
Refundable development expenses * 17,863,199 17,853,209 17,818,900
Due from related paries 209,696 282,842 279,041
Trade receivables 221,449 239,155 387,999
Accrued income & dividends receivable 70,993 95,184 53,713
Other assets 145,679 123,644 1,312,946
19,810,241 19,914,835 21,250,147
Provision for refundable development expenses * (16,040,318) (16,040,318) {15,968,001)
Provision for receivable and other assets {168,392) = 5
3,601,531 3,874,517 5,282,146

* Refundable development expenses represent development cost incurred for an economic city in the
Kingdom of Saudi Arabia jointly with the Saudi authorities. The Parent Company was the main developer for

this project.
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7 Accounts receivable and other assets (continued)

During 2014, Knowledge Economic City (KEC) - Kingdom of Saudi Arabia (the relevant Saudi authority),
announced through different media channels the termination of Al-Mal Investment’s Contract (Developer of
Prince Faisal Abdul Aziz Bin Musaed economic city — located in Hael} and assigning the development to
Governmental parties. Management of the Parent Company contacted KEC to inquire about this action, since
based on the development contract, all contractual and formal procedures must be completed to rectify any
breach (if any), before terminating the development contract.

Further, during 2016, the Group filed a legal case against Knowledge Economic City to recover the refundable
development expenses. The legal case was filed under the administrative court which is yet to pronounce its
decision.

Upon consultation with the legal consultants and review of the development contract which stipulates that the
total expenses incurred is re-imbursable, the Parent Company’s management is confident that the Parent
Company has the right to recover the above refundable development expenses in full.

However, management of the Parent Company decided to apply the guidelines of the Central Bank of Kuwait
and accordingly, the Parent Company recgonised a provision up to the extent of the refundable development
expenses less certain direct dues related to the project {included under accounts payable and other liabilities as
of the reporting date). Accordingly, an amount of KID16,040,318 was provided in previous years.

The outcome of the above litigation i1s dependent on the furure outcome of continuing legal and regulatory
processes and consequently any provisions made todate are subject to inherent uncertainty.

8 Bonds

During previous years, the Group reached settlement agreements with bondholders for outstanding bonds
amounting to KID11,088,000. Consequent to these agreements, a foreign subsidiary of the Group purchased
approximately 92.5% of the bonds issued.

The bondholders owning the remaining bonds with a carrying value of KID900,000 filed a legal case against the
Parent Company to recover the full face value of the bond. However, the Group’s management is confident
that the legal case has no basis and that the case will be decided in favour of the Parent Company.

On 10 November 2016, the bondholders agreed to extend the due date of the bonds issued to 18 November
2019 and to reduce the interest on fixed interest bearing bonds to 0.5% fixed interest rate and floating bonds
to bear floating interest rate at maximum 0.5% per annum.

During 2017, the Parent Company lost a court case against an old bondholder of KID900,000 who had agreed
to the settlement agreement earlier but later refused to take ownership of the shares offered in return of the
debt. The verdict was issued by the court of appeal on 13 July 2017 and it granted the bondholder the right to
the price used for debt to equity swap amounting to KID270,000 for which the Group paid during the period.
The 2,700,000 shares previously issued to this bondholder (with a par value of KID270,000) will be transferred
back to the Parent Company.
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9 Share capital
The authorised, issued and fully paid share capital is as follows:

31 March 31 Dec. 31 March
2018 2017 2017
{Unaudited) (Audited) {Unaudited)
KD KD KD
Shares of KD0.100 each 31,024,591 31,024,591 66,954,351

The Parent Company’s sharcholders at the Extraordinary General Meeting held on 18 July 2017 approved the
board of directors’ proposal to set-off accumulated losses of KID35,929,760 against the share capital of the
Parent Company, which was approved by the relevant authorities and recorded in the commercial register of
the Ministry of Commerce on 8 August 2017.

10 Related party transactions

Related parties represent associates, directors and key management personnel of the Group, and other related
parties such as major shareholders and companies in which directors and key management personnel of the group
are principal owners or over which they are able to exercise significant influence or joint control.

Significant transactions and balances with related parties included in the interim condensed consolidated
financial information are as follows:

31 March 31 Dec. 31 March
2018 2017 2017
{Unaudited) (Audited) {Unaudited)
KD KD KD
Balances in the interim condensed consolidated
statement of financial position:
Due from related parlies (see note 7) 209,698 282,842 279,041
Due to related parties (included under accounts payable and
other liabilities) (a} 4,588,553 4,667,695 4,589,249
Due 1o related parties (included within trade payables) - - 1,443,299

a) Due to related parties includes interest free advances totalling KID4,272,730 (31 December 2017:
KD4,282,890 and 31 March 2017: KDD4,276,250) from an associate (K11,522,730) and another related

party (KID2,750,000) with no specific repayment terms, and the management does not anticipate repayment
within a year.

Three months Three months

ended 31 ended 31
March 2018 March 2017
{(Unaudited) (Unaudited)
KD KD
Transactions included in the interim condensed consolidated statement of
profit or loss:
Management fees & other income 27,470 33,897

Key management compensation:
Short term benefils 54,960 66,601
Employees' end of service indemnity 6,719 7,969




Al Mal Investment Company - KPSC and Subsidiaries 20
Interim Condensed Consolidated Financial Information
31 March 2018 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

11 Segmental information

The Group’s activities are concentrated in three main segments: real estate, investment and finance. The
segments’ results are based on internal management reporting information that is reported to the higher
management of the Group.

The following 15 the segments information, which conforms with the internal reporting presented to
management.

Real estate Investments Financing Unallocated Total
KD Ko Ko KD KD

Three months ended 31

March 2018
Income 203,468 (86,568) 7,310 9,807 134,017
Expenses and other charges {171,980) (473,234) {1,375) (55,860) (702,459)
Profit(floss) for the period 31,478 {559,802) 5,935 {46,053) (568,442)
Total assets 13,803,618 13,923,338 91,479 676,908 28,495,343
Total liabilities 3,783,588 3,389,173 915,034 4,633,672 12,721,467
Three months ended 31

March 2017
income 133,727 200,781 10,032 36,990 381,530
Expenses and other charges (154,813) {326,627) (15,318) (35,952) (532,710}
(Loss)/profit for the period (21,086) {125,846) (5,286) 1,038 {151,180)
Total assets 12,566,743 20,572,376 - 275,567 33,414 686
Total liabilities 4,318,654 5,200,271 §15,034 4,627,698 15,081,657

12 Fair value measurement

121  Fair value hicerarchy
Fair value represents the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Financial assets and financial liabilittes measured at fair value in the interim condensed consolidated statement
of financial position are grouped into three Levels of a fair value hierarchy. The three Levels are defined based
on the observability of significant inputs to the measurement, as follows:

* Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or hiabilides;

» Level 2 fair value measurements are those derived from inputs other than quoted prices that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly {i.e. derived from prices); and

* Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
or liability that are not based on observable market data (unobservable inputs).
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12 Fair value measurement {continued)

12,1  Fair value hierarchy (continued)
The carrying amounts of the Group’s financial assets and liabilities as stated in the interim condensed
consolidated statement of financial position may also be categorized as follows:

31 March 31 Dec. 31 March
2018 2017 2017
(Unaudited) (Audited) (Unaudited)
KD KD KD
Financial assets:
Receivables at amortised cost:
+ Cash and cash equivalents 1,684,320 2,488,937 4,066,345
s Accounts receivable and other assets 3,601,531 3,874 517 5,282,146
e Financing receivables 91,479 183,811 -
5,377,330 6,547,265 9,348,491
Investments at amortised cost:
« |nvestment in bonds 100,000 100,000 100,000
100,000 100,000 100,000
Investments at fair value through profit or loss 5,827,902 1,488,323 1,406,134
5,827,902 1,488,323 1,406,134
Available for sale investments:
s Apfair value - 3,736,858 3,909,428
e Al coslt/cost less impairment - 931,229 616,436
- 4,658,087 4,525,864
11,305,232 12,803,675 15,380,489
Financial liabilities:
Financial liabilities at amortised costs:
+«  Accounts payable and cther liabilities 8,148,383 9,007,574 10,008,192
« Borrowings 3,279,168 3,202,976 3,638,938
« Bondsissued 900,000 900,000 900,000
12,327,551 13,110,550 14,547,130

Management considers that the carrying amounts of receivables and financial liabilides, which are stated at
amortised cost, approximate their fair values.

The level within which the asset or liabglity is classified is determined based on the lowest level of significant
input to the fair value measurement.
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12 Fair value measurement (continued)

12.1  Fair value hierarchy (continued)
The financial assets and habilides measured at fair value on a recurring basis in the intenm condensed
consolidated statement of financial position are grouped into the fair value hierarchy as follows:

Total
Level 1 Level 2 Level 3 Balance
Note KD KD KD KD
31 March 2018
Investments at fair value through
profit or loss
- Quoted shares a 748,715 - - 748,715
- Unquoted shares
o Local c - - 2,004,230 2,004,230
o Foreign c - - 839,240 839,240
- Funds
o Mutual funds b - 163,080 - 163,080
o Private equity funds d - . 547,049 547,049
o Direct equity funds d - - 760,725 760,725
- Porfolios managed by others
o Foreign quoted a 198,055 - - 198,055
o Foreign unquoted e - - 566,808 566,808
Total assels 946,770 163,080 4,718,052 5,827,902
31 December 2017
Investments at fair value through
profit or loss
- Quoted shares a 774,476 - - 774,476
- Mutual funds b - 149,688 - 149,688
- Unquoted shares c - - 564,159 564,159
Available for sale investments:
- Invesiment in unguoted shares
o Local c - - 2,137,160 2,137,160
o Foreign c - - 324,789 324,789
- Private equity funds d - - 300,392 300,392
- Direct equity funds d - - 249,229 240,229
- Portfolios managed by others
o Foreign quoted e 201,701 - - 201,701
o Foreign unquoted e - - 523,587 523,587
976,177 149,688 4,099,316 5,225,181
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12  Fair value measurement (continued)

12.1  Fair value hierarchy (continued)

Total
Level 1 Level 2 Level 3 Balance
Note KD KD KD KD
31 March 2017
Investments at fair value through
profit loss
- Quoted shares a 730,521 - - 730,521
- Mutual funds b - 157,279 - 157,279
< Unquoted shares c - - 518,334 518,334
Available for sale investments:
- Investment in unquoted shares
o Local c - - 2,169,461 2,169,461
o Foreign c - - 194,084 194,084
- Private equity funds d - - 312,389 312,389
- Direct equity funds d - - 242,263 242 263
- Portfolios managed by others
o Foreign quoted 226,791 - - 226,791
o Local unquoted e - - 133,496 133,496
o Foreign unquaoted e - - 630,944 630,944
Total assets 957,312 157,279 4,200,971 5,315,562

There have been no transfers between levels during the reporting period.

12.2 Fair value measurement of financial instruments

Measurement at fair value
‘The methods and valuation techniques used for the purpose of measuring fair value are as follows:

a) Quoted shares/quoted REIT
All quoted equity securities are publicly traded in stock exchanges. Fair values have been determined by
reference to their quoted bid prices at the reporting date.

b) Mutual funds
The underlying investments of these funds comprise of quoted securities and the fair value of the investment
as of the reporting date is determined based on net asset values reported by the fund manager.

¢) Unquoted shares

These represent holdings in local and foreign unlisted securities which are measured at fair value. Fair value is
estimated based on the net asset value reported in the latest available financial information, discounted cash
flow model or other valuaton technique which includes some assumptions that are not supportable by
observable market prices or rates.

d) Private and direct equity funds

The underlying investments in these private and direct equity funds mainly represent local and foreign quoted
and unquoted securities. Information for these investments is limited to periodic financial reports provided by
the investment managers. These investments are carried at net asset values reported by the investment
managers. Due to the nature of these investments, the net asset values reported by the investment managers
represent the best estimate of fair values available for these investments.
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12 Fair value measurement (continued)
12.2 Fair value measurement of financial instruments

¢) Portfolios managed by others
The underlying investments in managed portfolios represent quoted and unquoted securities. They are valued
based on latest fund managers’ reports.

Level 3 Fair value measurements

The Group’s measurement of financial assets and liabilities classified in level 3 uses valuaton techniques inputs
that are not based on observable market date. The financial instruments within this level can be reconciled from
beginning to ending balances as follows:

31 March 31 Dec. 31 March
2018 2017 2017
(Unaudited) (Audited) {Unaudited)
KD KD KD
Opening balance 4,099,316 3,868,747 3,868,747
Change in fair value {149,122) 439177 293,001
Disposals during the periodfyear {233,371) (259,096) -
Additions during the period/year 70,000 50.488 39,133
Movement between level 3 and carried at cost 931,228 - -
Closing balance 4,718,052 4,099 316 4,200,871
Total amount included in profit or loss for realised and
unrealised gain on level 3 instruments under investments at
fair value through profit or loss {170,678) 45,824 -

Changing inputs to the level 3 valuations to reasonably possible alternative assumption would not change
significantly amounts recognised in profit or loss, total assets or total liabilities or total equity.

13 Assets under management

The Group manages mutual funds, portfolios on behalf of its major shareholders, other related parties and
outsiders, and maintains securities in fiduciary accounts which are not reflected in the Group's statement of
financial position. Assets under management at 31 March 2018 amounted to KD41,742,460 (31 December
2017: KD47,934,791 and 31 March 2017: KID52,134,168).

During the period total fees earned by the Group from assets under management amounted to KD21,546 (31
December 2017: 78,213 and 31 March 2017: KD11,929),

14 Capital commitments

As of 31 March 2018, the Group has capital commitments with regard to its investment properties under
development amounting to KD Nil (31 December 2017: KID Nil and 31 March 2017: KID65,000).



