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Independent Auditor's Report

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of National International Holding Company K.S.C.P (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 income, consolidated statement of 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).

Basis for Opinion

We conducted our audit in accordance with the 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 other 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.

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. The following are the key audit matters are identified and how we addressed them in our
audit:

Valuation and Impairment of Investments available for sale

As at 31 December 2017, Investments available for sale amounting to KD 22,205,975 represent 50% of the total assets
(KD 16,479,743 represent 39% of the total assets - 31 December 2016).

The valuation of investment available for sale is inherently subjective, most predominantly for the investments classified
under level 3, since these are valued using inputs other than quoted prices in an active market.

In addition, the Parent Company’s management determines whether objective evidence of impairment exists for
individual investments, whether it represents a significant or prolonged decline. In these cases, the difference between
the carrying value and the fair value is transferred from other comprehensive income to the consolidated statement of
income. Given the inherent subjectivity in the valuation of the instruments classified under level 3 and in the assessment
of impairment, we determined this to be a key audit matter.

For level 3 valuations, we tested the appropriateness of the models used by the Group and the reliability of the data
that was used as input to these models. Further, we selected samples and used our internal valuation specialist to
assess the appropriateness of the valuation performed by the Group’s management. In addition, we evaluated
management’s assessment of indications of impairment and challenged management’s rationale for identifying
significant or prolonged decline in the fair value of the security below its cost, and discussed this with the key
management.

We also assessed the adequacy of the disclosures relating to investments available for sale as shown in Note 7 and 24
in the consolidated financial statements.
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Independent Auditor’s Report (continued)

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
Business combination - acquisition of an associate

During the current financial year, the Group acquired an associate for a total consideration of KD 7,087,092 resulting in
a bargain purchase gain of KD 933,798.

Refer to Note 8 to the consolidated financial statements for the details on this transaction.

Significant judgments have been exercised by the management in establishing the estimates of the fair values of the
identifiable assets acquired and liabilities assumed on acquisition in preparing their purchase price allocation. As the
determination of fair value of the assets acquired and liabilities assumed require significant judgement and due to the
complexity involved in accounting for business combination, we have considered this as a key audit matter.

As part of our audit procedures, we obtained all material acquisition agreements and we have ensured that we
understood the substance of the transaction, including the consideration and the assets acquired and liabilities assumed.

Our procedures included the following:

- reviewing the appropriateness of the acquisition accounting applied, including the timing at which significant
influence was deemed to have passed;

- reviewing and considering the appropriateness of the fair values ascribed to assets and liabilities of the acquired
associate.

Other Information

Management is responsible for the other information. Other information consists of the information included in the
annual report other than the consolidated financial statements and our auditor’s report thereon. The Group’s 2017
annual report is expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will 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 when it becomes available 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.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance. We have nothing to report in this regard.

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 International Financial Reporting Standards (IFRSs), and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue 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, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report (continued)

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’'s 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. Misstatements 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, misrepresentations, 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 auditors’ 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 @ manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
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.

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.
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— Independent Auditor’s Report (continued)

- To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

- 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 the information

— that we deemed necessary 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, as amended, 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, as amended, or of the Parent Company’s Memorandum of Incorporation and Articles of
Association, as amended, have occurred during the financial year ended 31 December 2017 that might have had a

- material effect on the business of the Group or on its consolidated financial position, but we refer to what is mentioned
in note (25) to ted financial statements regarding the Board of Directors’ Remuneration.
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National International Holding Company K.S.C.P.

And its subsidiaries
State of Kuwait

Consolidated Statement of Financial Position as of 31 December 2017

(All amounts are in Kuwaiti Dinar)

ASSETS

Cash and bank balances

Accounts receivable and other assets

Financial assets at fair value through profit or loss
Inventories

Financial assets available for sale

Investment in associates

Investment properties

Property and equipment

Assets classified as held for sale

Total assets

LIABILITIES AND EQUITY
Liabilities

Bank facilities

Accounts payable and other liabilities

Total liabilities

Equity

Share capital

Share premium

Statutory reserve

Cumulative changes in fair value reserve
Treasury shares

Treasury shares reserve

Retained earnings

Total equity

Total liabilities and equity

The accompanying notes form an integral part of these consolidated financial statements.
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b%%amed Al Wazzan
Chairman
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Note

12
13

14

15

16

2017 2016
845,380 4,492,928
1,622,014 1,384,312
72,772 117,678
1,020,780 1,252,304
22,205,975 16,479,743
7,175,716 11,764,433
2,463,130 2,605,819
3,991,993 4,047,134
4,576,054 -
43,973,814 42,144,351
2,846,044 1,803,086
2,470,081 3,473,379
5,316,125 5,276,465
21,687,750 21,687,750
2,813,184 2,813,184
706,279 560,389
11,172,435 10,558,060
(1,906,792) (1,711,249)
318,561 318,561
3,866,272 2,641,191
38,657,689 36,867,886
43,973,814 42,144,351

Mamdouh Abdul Ghani El Sherbiny

Chief Executive Officer
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Income for the year ended 31 December 2017

(All amounts are in Kuwaiti Dinar)

. Note 2017 _2016
Revenues
Investment income 17 2,171,236 3,125,541
Loss on sale of investment properties - (31)
Change in fair value of investment properties 9 (142,689) 24,476
Gross profit from operating activities 18 1,721,290 1,272,727
Group’s share of results in associates (879,456) (259,107)
Other income 25,831 52,877
2,896,212 4,216,483
Expenses
Other expenses 19 1,329,868 1,495,140
Finance costs 107,449 71,544
1,437,317 1,566,684
Profit for the year before deductions 1,458,895 2,649,799
Contribution to KFAS (7,512) (17,682)
National Labour Support Tax (38,177) (68,012)
Zakat (7,235) (17,827)
Board of Directors’ remuneration 14 (35,000) (35,000)
Profit for the year 1,370,971 2,511,278
Basic and diluted earnings per share (fils) 20 6.79 12.20

The accompanying notes form an integral part of these consolidated financial statements.
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Comprehensive Income for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar)

2017 2016
Profit for the year 1,370,971 2,511,278
Other comprehensive income:
Items that are or may be reclassified subsequently to th fi
statement of income
Financial assets available for sale:
Change in fair values 562,109 (41,735)
Reclassified to consolidated statement of income on sale 30,697 (19,531)
Reclassified to consolidated statement of income on impairment 21,569 551,716
Other comprehensive income for the year 614,375 490,450
Total comprehensive income for the year 1,985,346 3,001,728

The accompanying notes form an integral part of these consolidated financial statements.
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Changes in Equity for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar)

Cumulative
changes in Treasury
Share Share Statutory fair value Treasury shares Retained
capital premium reserve reserve shares reserve earnings Total
As at 1 January 2016 21,687,750 2,813,184 295,409 10,067,610 (1,357,272) 318,561 394,893 34,220,135
Profit for the year - - - - - - 2,511,278 2,511,278
Other comprehensive income for the year - - - 490,450 - - - 490,450
Total comprehensive income for the year - - - 490,450 - - 2,511,278 3,001,728
Purchase of treasury shares - - - - (353,977) - - (353,977)
Transfer to statutory reserve - - 264,980 - - - (264,980) -
As at 31 December 2016 21,687,750 2,813,184 560,389 10,558,060 1,711,249 318,561 2,641,191 36,867,886
As at 1 January 2017 21,687,750 2,813,184 560,389 10,558,060 (1,711,249) 318,561 2,641,191 36,867,886
Profit for the year - - - - - - 1,370,971 1,370,971
Other comprehensive income for the year - - - 614,375 - - - 614,375
Total comprehensive income for the year - - - 614,375 - - 1,370,971 1,985,346
Purchase of treasury shares - - - - (195,543) - - (195,543)
Transfer to statutory reserve - - 145,890 - - - (145,890) -
As at 31 December 2017 21,687,750 2,813,184 706,279 11,172,435 (1,906,792) 318,561 3,866,272 _ 38,657,689

The accompanying notes form an integral part of these consolidated financial statements.
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Cash Flows for the year ended 31 December 2017
(All amounts are in Kuwaiti Dipar)

Note 2017 2016
Cash flow from operating activities
Profit for the year 1,370,971 2,511,278
Adjustments:
Investment income 17 (2,171,236) (3,125,541)
Loss on sale of investment properties - 31
Change in fair value of investment properties 9 142,689 (24,476)
Group’s share of result in associates 8 879,456 259,107
Depreciation 10 143,604 102,966
Gain on sale of property and equipment - (1,347)
Provision for employees’ end of service benefits 101,350 70,120
Provision for doubtful debts 17,807 87,216
Finance costs 107,449 71,544
Operating profit/ (losses) before charges in working capital 592,090 (49,102)
Accounts receivable and other assets (255,509) 270,367
Financial assets at fair value through profit or loss 71,263 145,429
Inventories 231,524 (184,119)
Accounts payable and other liabilities (343,791) 1,600,621
Cash generated from operating activities 295,577 1,783,196
End of service benefits paid (10,857) (26,409)
Net cash generated from operating activities 284,720 1,756,787
Cash flow from investing activities
Purchase of financial assets available for sale (978,878) (1,503,651)
Proceeds from sale of financial assets available for sale 1,920,786 2,509,905
Proceeds from sale of investment properties - 177,041
Paid to acquire an associate (7,087,092) -
Proceeds from partial disposal of an associate 598,503 -
Purchase of property and equipment (88,463) (227,128)
Proceeds from sales of property and equipment - 26,398
Dividend income received 17 962,910 574,464
Net cash (used in)/ generated from investing activities (4,672,234) 1,557,029
Cash flow from financing activities
Purchase of treasury shares (195,543) (353,977)
Proceeds from Murabaha payables 1,541,766 -
Repayment of Murabaha payables (474,727) (308,245)
Finance costs paid (107,449) (71,544)
Net cash generated from/ (used in) financing activities 764,047 (733,766)
(Decrease)/ increase in cash and cash equivalents (3,623,467) 2,580,050
Cash and cash equivalents at the beginning of the year 4,094,081 1,514,031
Cash and cash equivalents at the end of the year 4 470,614 4,094,081

The accompanying notes form an integral part of these consolidated financial statements.
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar otherwise stated)

1.

2.
2.1

2.2
2.2.1

Corporate information

The Parent Company is a Kuwaiti Public Shareholding Company registered and incorporated in Kuwait on 14
January 1979 whose shares are listed on the Kuwait Stock Exchange and the Dubai Financial Market. The Parent
Company is engaged in investing activities in both local and international markets as set forth in Article No. 5 of
the Parent Company’s Articles of Association. The Parent Company is regulated by the Capital Market Authority
("CMA™).

The registered office of the Parent Company is located at Al -Raya Tower 2, Floor 45, Abdulaziz Al-Saqer Street,
P.0. Box 25825 Safat Kuwait.

The consolidated financial statements includes the financial statements of the Parent Company and its subsidiaries
that are wholly owned, together referred to as “the Group” as follows:

Country of Principal Effective interest
incorporation activity (%)

Company Name 2017 2016
Al-Oula National Real Estate Company sole Real estate
proprietorship Kuwait activities 100 100
Al-Ghad Project Management Company sole Real estate projects
proprietorship Kuwait management 100 100
Al-Ghad International General Trading W.L.L. Kuwait General Trading 100 100
Ahlia Chemicals Company K.S.C.C. * Kuwait Manufacturing 100 100

*The Group’s ownership in Ahlia Chemicals Company includes 36.99% as per letters of assignment in favour of
the Group. The Group has pledged 63.01% of Ahlia Chemicals Company’s shares against credit facilities granted
by a local bank.

The Group does not have any subsidiaries with non-controlling interests.

The consolidated financial statements of National International Holding Company K.S.C.P. (the “Parent Company”)
and its Subsidiaries (collectively, the *Group”) for the year ended 31 December 2017 were authorized for issue in
accordance with a resolution of the Parent Company’s Board of Directors on 13 March 2018. The General Assembly
of the Parent Company'’s shareholders has the power to amend these consolidated financial statements after their
issuance.

Basis of Preparation and Significant Accounting Policies

Basis of Preparation

The consolidated financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRSs). These consolidated financial statements have been prepared on the historical
cost basis except for financial assets at fair value through profit or loss, certain financial assets available for
sale and investment properties and financial instruments that are re-measured at fair value, as explained in
the accounting policies below. These accounting policies of the Group have been consistently applied to all
years presented, except as stated in note 2.2 in relation to adoption of new and revised International Financial
Reporting Standards.

Application of new and revised International Financial Reporting Standards (IFRS)

New and revised IFRSs applied with no material effect on the financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after 1 January
2017, have been adopted in these consolidated financial statements. The application of these revised IFRSs
has not had any material impact on the amounts reported for the current and prior years but may affect the
accounting for future transactions or arrangements.

« Amendments to IAS 7 Statement of Cash Flows that require an entity to provide disclosures that enable
users of financial statements to evaluate changes in liabilities arising from financing activities.

« Amendments to IAS 12 Income Taxes relating to recognition of deferred tax assets for unrealized losses.
e Annual improvements to IFRSs 2014 - 2016 cycle - IFRS 12,

10
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar otherwise stated)

2.2.2 New and revised IFRS in issue but not yet effective
The Group has not yet applied the following new and revised IFRSs that have been issued but are not yet

1 1.1 11 1)
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effective:

New and revised IFRSs
Annual Improvements to IFRS Standards 2014 - 2016: Cycle amending IFRS 1
and IAS 28.

Annual Improvements to IFRS Standards 2015-2017: Cycle amending IFRS 3,
IFRS 11, IAS 12 and IAS 23.

IFRIC 22: Foreign Currency Transactions and Advance Consideration
IFRIC 23: Uncertainty over Income Tax Treatments

Amendments to IFRS 2: Share Based Payment regarding classification and
measurement of share based payment transactions.

Amendments to IFRS 4: Insurance Contracts: Relating to the different effective dates
of IFRS 9 and the forthcoming new insurance contracts standard.

Amendments to IAS 40: Investment Property
IFRS 9: Financial Instruments (revised versions in 2009, 2010, 2013 and 2014)
IFRS 9 contains requirements in the following areas:

+ Classification and measurement: Financial assets are classified by reference to
the business model within which they are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9 introduces a 'fair value through other
comprehensive income' category for certain debt instruments. Financial liabilities are
classified in a similar manner to under IAS 39, however there are differences in the
requirements applying to the measurement of an entity's own credit risk.

+ Impairment: The 2014 version of IFRS 9 introduces an 'expected credit loss' model
for the measurement of the impairment of financial assets, so it is no longer
necessary for a credit event to have occurred before a credit loss is recognised

+ Hedge accounting: Introduces a new hedge accounting model that is designed to
be more closely aligned with how entities undertake risk management activities
when hedging financial and non-financial risk exposures.

e Derecognition: The requirements for the derecognition of financial assets and
liabilities are carried forward from IAS 39.

IFRS 15: Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive model for
entities to use in accounting for revenue arising from contracts with customers. IFRS 15
will supersede the current revenue recognition guidance including IAS 18 Revenue, IAS
11 Construction Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or
services.

Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive guidance has been added
in IFRS 15 to deal with specific scenarios. Furthermore, extensive disclosures are
required by IFRS 15.

11
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar otherwise stated)

2.3
2.3.1

IFRS 16 Leases 1 January 2019

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose
leases. The standard provides a single lessee accounting model, requiring lessees to
recognise assets and liabilities for all leases unless the lease term is 12 months or less
or the underlying asset has a low value. Lessors continue to classify leases as operating
or finance, with IFRS 16‘s approach to lessor accounting substantially unchanged from
its predecessor, IAS 17.

Amendments to IAS 28: Investment in Associates and Joint Ventures 1 January 2019
Amendments to IFRS 7: Financial Instruments: Disclosures relating to disclosures When IFRS 9 is first
about the initial application of IFRS 9. applied

Amendments to IFRS 10: Consolidated Financial Statements and IAS 28 Investments Effective date

in Associates and Joint Ventures (2011) relating to the treatment of the sale or deferred indefinitely.

contribution of assets from and investor to its associate or joint venture. Adoption is still
permitted.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s consolidated financial statements as and when they are applicable and adoption of these new
standards, interpretations and amendments, except for IFRS 9, may have no material impact on the
consolidated financial statements of the Group in the period of initial application.

The application of IFRS 9 may have significant impact on amounts reported and disclosures made in the
consolidated financial statements. However, it is not practicable to provide a reasonable estimate of effects of
the application of these standards until the Group performs a detailed review which is expected to be completed
during the coming period.

Significant accounting policies

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and its
subsidiaries. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee. Specifically, the
Group controls an investee if, and only if, the Group has:

» Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee);

= Exposure, or rights, to variable returns from its involvement with the investee; and
» The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights result in control. To support this presumption
and when the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

= The contractual arrangement with the other vote holders of the investee;
= Rights arising from other contractual arrangements; and
» The Group's voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of during the year are included in the consolidated
financial statements from the date the Group gains control until the date the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive income ("OCI”) are attributed to the equity holders of
the parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting policies into line with the Group’s accounting policies. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between members of the Group are eliminated
in full on consolidation.
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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 derecognises assets (including goodwill), liabilities,
non-controlling interests, and other components of equity while any resultant gain or loss is recognized in the
consolidated statement of income.

Consideration received and any investment retained are recognized in the consolidated statement of financial
position at fair value. It also reclassifies any share of components previously recognised in OCI to the consolidated
statement of comprehensive income or retained earnings, as appropriate, as would be required if the Group had
directly disposed of the related assets or liabilities.

Business combinations

Acquisitions of businesses combination are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair
value at the acquisition date, except deferred tax assets or liabilities, tiabilities or equity instruments related to
share based payment arrangements and assets that are classified as held for sale in which cases they are
accounted for in accordance with the related IFRS.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer's previously held equity interest in the
acquiree over the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities
assumed.

If, after reassessment, the net of the acquisition-date amounts of the Identifiable assets acquired and liabilities
assumed exceeds the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer's previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests may be initially measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree's identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (the date when the Group obtains control) and the resulting
gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other comprehensive income are reclassified to profit
or loss where such treatment would be appropriate if that interest were disposed off.

Business combinations involving entities under common control are excluded from IFRS 3 (revised)'s scope,
management could use predecessor accounting. Predecessor accounting may lead to differences on
consolidation between the consideration given and the aggregate book value of the assets and liabilities (as of
the date of the transaction) of the acquired entity. The differences are included in equity in retained eamings
or in a separate reserve.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the
business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units (or
groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised directly in profit or
loss. An impairment loss recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

13
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2.3.2

Financial instruments - initial recognition, subsequent measurement and derecognition
Financial assets

Initial recognition and measurement

Financial assets within scope of IAS 39 are classified, at initial recognition, as financial assets at fair value through
profit or loss, loans and receivables, financial assets held to maturity, financial assets available for sale, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the
classification of its financial assets on initial recognition.

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets witfhin a time frame established by regulation
or convention in the market place (regular way trades) are recognised on the trade date, i.e., the date that the
Group commits to purchase or sell the asset.

The Group's financial assets include cash and cash equivalents, receivables, financial assets at fair value
through profit or loss, receivables and financial assets available for sale.

At the reporting date, the Group did not have any financial assets held-to-maturity or as derivatives designated
as hedging instruments.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Cash and cash equivalents

Cash and cash equivalents in the consolidated statement of financial position comprise cash on hand and at
banks.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash on hand
and at banks, net of outstanding bank overdraft.

Receivables

Receivables are shown at the balance due, net of allowance for impairment. An estimate for doubtful debts is
made, when collection of full amount is no longer probable. Bad debts are written off when there is no possibility
of recovery.

Financial assets at fair value through profit or loss

Financial assets carried at fair value through profit or loss include financial assets held for trading and financial
assets designated upon initial recognition as at fair value through profit or loss. Financial assets are classified
as held for trading if they are acquired for the purpose of selling in the near term. Gains or losses on financial
assets held for trading are recognised in the consolidated statement of income. Financial assets are designated
at fair value through profit or loss if they are managed, and their performance Is evaluated on reliable fair
value basis in accordance with a documented investment strategy. After initial recognition financial assets at
fair value through profit or loss are remeasured at fair value with all changes in fair value recognised in the
consolidated statement of income.

The Group evaluates its financial assets held for trading, other than derivatives, to determine whether the
intention to sell them in the near term is still appropriate. When in rare circumstances the Group is unable to
trade these financlal assets due to inactive markets and management’s intention to sell them in the foreseeable
future significantly changes, the Group may elect to reclassify these financial assets. The reclassification to
loans and receivables, financial assets available for sale or held to maturity depends on the nature of the asset.
This evaluation does not affect any financial assets designated at fair vaiue through profit or loss using the fair
value option at designation, these instruments cannot be reclassified after initial recognition.
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Financial assets available for sale

Financial assets available for sale include equity and debt securities. Equity investments classified as available
for sale are those, which are neither classified as held for trading nor designated at fair value through profit or
loss. Debt securities in this category are those which are intended to be held for an indefinite period of time
and which may be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial measurement, financlal assets available for sale are subsequently measured at fair value with
unrealised gains or losses recognised as other comprehensive income until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the consolidated statement of income, or determined
to be impaired, at which time the cumulative loss is recognised in the consolidated statement of income and
removed from the cumulative changes in fair values reserve. Financial assets whose fair value cannot be reliably
measured are stated as cost less impairment losses, if any.

The Group evaluates whether the ability and intention to sell its available for sale financial assets in the near term
is still appropriate. When, in rare circumstances, the Group is unable to trade these financial assets due to inactive
markets and management’s intention to do so significantly changes in the foreseeable future, the Group may elect
to reclassify these financial assets.

Reclassification to loans and receivables is permitted when the financial assets meet the definition of loans and
receivables and the Group has the intent and ability to hold these assets for the foreseeable future or until
maturity. Reclassification to the held to maturity category is permitted only when the entity has the ability and
intention-to hold the financial asset accordingly.

For a financial asset reclassified from the available for sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and any previous gain or loss on the asset that has been
recognised in equity is amortised to profit or loss over the remaining life of the investment using the EIR.

Any difference between the new amortised cost and the maturity amount is also amortised over the remaining

life of the asset using the EIR. If the asset is subsequently determined to be impaired, then the amount recorded
in equity is reclassified to the consolidated statement of income.

Derecognition

A financial asset (or, where applicable a part of financial asset or part of a Group of similar financial assets) is

derecognised when:

= the rights to receive the cash flows from the asset have expired; or

» the Group has transferred its right 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 the 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 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 substantially all the risks and rewards of the asset nor transferred control of the

asset, the asset is recognised to the extent of the Group's continuing involvement in the asset. 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.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower

of the original carrying amount of the asset and the maximum amount of consideration that the Group could be

required to repay.
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Impairment of financial assets

The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired
if, and only if, there is objective evidence of impairment as a result of one or more events that has occurred
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the
estimated future cash flows of the financial asset or the group of financia! assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate
with defaults. If such evidence exists, an impairment loss is recognised in the consolidated statement of income.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses individually whether objective evidence
of impairment exists individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Group determines that no cbjective evidence of impairment
exists for an individually assessed financial asset, whether significant or not, it includes the asset in a Group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets
that are individually assessed for impairment and for which an impairment loss is, or continues to be, recognised
are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred).

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the
loss is recognised in the consolidated statement of income. Receivables together with the associated allowance
are written off when there is no realistic prospect of future recovery and all collateral has been realised or has
been transferred to the Group.

If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased
or reduced by adjusting the allowance account.

If a future write off is later recovered, the recovery is credited to the consolidated statement of income.

Financial assets available for sale

The Group assesses at each reporting date whether there is objective evidence that an investment or a group
of investments 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 investment below its cost. ‘Significant’ is to be
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 - measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that investment previously recognised
in the consolidated statement of income is removed from other comprehensive income and recognised in the
consolidated statement of income. Impairment losses on equity investments are not reversed through the
consolidated statement of income; increases in their fair value after impairment are recognised directly in other
comprehensive income.

In the case of debt instruments classified as financial assets available for sale, impairment is assessed based
on the same criteria as financial assets carried at amortised cost. However, the amount recorded for impairment
is the cumulative loss measured as the difference between the amortised cost and the current fair value, less
any impairment loss on that investment previously recognised in the consolidated statement of income.
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2.3.3

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified, at initial recognition, as financial liabilities at fair value
through profit or loss. loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate. The Group determines the classification of its financial liabilities at initial
recognition. .

All financial liabilities are recognised initially at fair value, and in case of loans and borrowings, net of directly
attributable transactions costs.

The Group’s financial liabilities comprise bank overdraft, accounts payable and other liabilities and Murabaha
payable.

At the reporting date, the Group did not have any financial liabilities at fair value through profit or loss or as
derivatives designated as hedging instruments.

Subsequent measurement

The measurement of financial liabilities depends on their classification as follows:

Loans and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest rate method. Gains and losses are recognised in the consolidated statement of
income when the liabilities are derecognised as well as through the effective interest rate method (EIR)
amortisation process. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is included in the
consolidated statement of income.

Accounts payable

Liabilities are recognised for amounts to be paid in the future for subcontracting work and goods or services
received, whether or not billed to the Group.

Derecognition

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 substantially different terms,
or 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 the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement
of financial position if and only 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.

Fair value measurement

Fair value is 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. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

» In the principal market for the asset or liability; or
« In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

An analysis of fair value measurement of financial instruments and further details as to how they are measured
are provided in Note 23.

17



3

N R I |

¥y 311 1 11113 11

1 11 11

3

1 33 3 311 1 11

National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All arnounts are in Kuwaiti Dinar otherwise stated)

2.3.4 Investment properties

2.3.5

Generally, investment properties comprise properties under development and developed properties that are held
to earn rentals or for capital appreciation or both. Properties held under a lease are classified as investment
properties when they are held to earn rentals or for capital appreciation or both, rather than for sale in the ordinary
course of business or for use in production or administrative functions.

Investment properties are measured initially at cost, including transaction costs. Transaction costs include
professional fees for legal services, commissions and other costs to bring the property to the condition necessary
for it to be capable of operating. The carrying amount also includes the cost of replacing part of an existing
investment property at the time that cost is incurred if the recognition criteria are met; and excludes the costs of
day to day servicing of an investment property.

Subsequent to initial recognition, investment properties are stated at fair value, which reflects market conditions
at the reporting date. Gains or losses arising from changes in the fair values of investment properties are included
in the profit or loss in the year in which they arise.

Transfers are made to or from investment properties 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 occupied 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.

Investment properties are derecognised when either they have been disposed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal.

The difference between the net disposal proceeds and the carrying amount of the investment property would
result in either gains or losses on the retirement or disposal of the investment property. Any gains or losses are
recognised in the consolidated statement of income in the period of derecognition.

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over
those policies. i

The results and assets and liabilities of associates are incorporated in these consolidated financial statements
using the equity method of accounting, except when the investment, or a portion thereof, is classified as held
for sale, in which case it is accounted for in accordance with IFRS 5.

Under the equity method, an investment in an associate is initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to recognise the Group's share of the profit or loss and other
comprehensive income of the associate. When the Group's share of losses of an associate exceeds the Group's
interest in that associate (which includes any long-term interests that, in substance, form part of the Group’s
net investment in the associate), the Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of the associate.

On acquisition of the investment in an associate, any excess of the cost of the investment over the Group’s
share of the net fair value of the identifiable assets and liabilities of the investee is recognised as goodwill,
which is included within the carrying amount of the investment. Any excess of the Group’s share of the net fair
value of the identifiable assets and liabilities over the cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the investment is acquired.

The requirements of IAS 39 are applied to determine whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment in accordance with IAS 36 “Impairment of Assets”
(Note 2.4).

When a Group entity transacts with an associate of the Group, profits and losses resuiting from the transactions
with the associate are recognised in the Group’s consolidated financial statements only to the extent of interests
in the associate that are not related to the Group.
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2.3.6

2.3.7

2.3.8

2.3.9

Inventories

Finished goods are stated at the lower of weighted average cost. The cost of finished products includes direct
materials, direct labour and fixed and variable manufacturing overhead and other costs incurred in bringing
inventories to their present location and condition.

Spare parts are not intended for resale and are valued at cost after making allowance for any obsolete or slow
moving items. Cost is determined on a weighted average basis.

All other inventory items are valued at the lower of cost and net realisable value using the weighted average
method after making provision for any slow moving and obsolete stocks. Purchase cost includes the purchase
price, import duties, transportation, handling and other direct costs.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses.

The cost incurred by the Group for acquiring leasehold rights in lands are capitalized as intangible assets and
amortized on straight-line basis over their estimated useful lives.

The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for on a prospective basis.

Intangible assets with indefinite useful lives that are acquired separately are carried at cost less accumulated
impairment losses.

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or
disposal. Gains or losses arising from derecognition are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and recognised in the consolidated statement of income.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and any impairment in value.
Depreciation is calculated on a straight-line basis over the estimated useful life of the applicable asset.

Expenditure incurred to replace a component of an item of property and equipment that is accounted for separately
is capitalised and the carrying amount of the component that is replaced is written off. Other subsequent
expenditure is capitalised only when it increases future economic benefits of the related item of property and
equipment. All other expenditure is recognised in the consolidated statement of income as the expense Is incurred.

An item of property and equipment and any significant part initially recognised is derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in the consolidated statement of income when the asset is derecognised.

The assets' residual values, useful lives and methods of depreciation are reviewed at each financial year end, and
adjusted prospectively, if appropriate.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Group makes an estimate
of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or a cash-generating
unit’s fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets and
then its recoverable amount is assessed as part of the cash-generating unit to which it belongs.

Where the carrying amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset (or
cash-generating unit) is considered impaired and is written down to its recoverable amount by recognizing
impairment loss in the consolidated statement of income.

In assessing value in use, the estimated future cash flows are discounted to their present value using a discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset (or
cash-generating unit). In determining fair value less costs to sell, an appropriate valuation model is used. These
calculations are corroborated by available fair value indicators.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable amount
is estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates
used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the
case, the carrying amount of the asset is increased to its recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the consolidated statement of income.
19
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2.3.10

2.3.11

2.3.12

2.3.13

2.3.14

2.3.15

2.3.16

Treasury shares

The Parent Company’s own shares are accounted for as treasury shares and are stated at cost. When the
treasury shares are sold, gains are credited to a separate account in equity (treasury shares reserve) which is
non-distributable. Any realised losses are charged to the same account to the extent of the credit balance on
that account. Any excess losses are charged to retained earnings then reserves. Gains realised subsequently
on the sale of treasury shares are first used to offset any previously recorded losses in the order of reserves,
retained earnings and the treasury shares reserve account. No cash dividend are distributed on these shares.
The issue of bonus shares increases the number of treasury shares proportionately and reduces the average
cost per share without affecting the total cost of treasury shares.

Employees’ end of service benefits

The Group provides end of service benefits to its expatriate employees in accordance with Kuwait Labour Law.
The entitlement to these benefits is based upon the employees’ final salary and length of service, subject to
the completion of a minimum service period in accordance with relevant labour law and the employees’
contracts. The expected costs of these benefits are accrued over the period of employment. This liability, which
is unfunded, represents the amount payable to each employee as a result of termination on the reporting date.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the obligation amount can be made.

Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars at rates of exchange prevailing on the date of the
transactions. Monetary assets and liabilities denominated in foreign currency are translated to Kuwaiti Dinars
at rates of exchange prevailing at the reporting date. Exchange differences are taken to the consolidated
statement of income. Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

Contingencies

Contingent assets are not recognised in the consolidated financial statements, but are disclosed when an inflow
of economic benefits is probable.

Contingent liabilities are not recognised in the consolidated financial statements, but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

Segment information

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those of other segments.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer returns and other similar allowances.

- Revenues from sale of goods are recognized when significant risks and rewards of ownership have been
transferred to the buyer. These risks and rewards are transferred generally to the buyer on delivery.

- Services revenues are recognized when the services are rendered.
- Dividend income is recognized when the Group's right to receive dividends is established.
- Interest income from deposits is recognized on time basis.
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2.3.17

2.3.18

2.3.19

3.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Rental income from finance lease is allocated over the accounting periods to reflect a fixed return on the net
value of the leased asset.

The Group as lessee

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the inception
of the lease. The corresponding liability to the lessor is included in the consolidated statement of financial
position as a finance lease obligation. Operating lease payments are recognised as an expense on a straight-
line basis over the lease term.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale. All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

KFAS, NLST and Zakat
Kuwait Foundation for the Advancement of Sciences (KFAS)

The Parent Company calculates the contribution to KFAS at 1% of profit for the year in accordance with the
modified calculation based on the Foundation’s Board of Directors resolution, which states that income from
associates and subsidiaries and transfer to statutory reserve should be excluded from profit for the year when
determining the contribution.

National Labour Support Tax (NLST)

The Parent Company calculates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance
Resolution No. 24 of 2006 at 2.5% of taxable profit for the year. Cash dividend from listed companies which
are subjected to NLST are deducted from the profit for the year to determine the taxable profit.

Zakat

Zakat is calculated at 1% of the profit for the year in accordance with the requirements of the Ministry of
Finance resolution No. 58/2007 effective from 10 December 2007.

Significant accounting judgement, estimates and assumptions
Judgments

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and
the disclosure of contingent liabilities at the date of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying
amount of the asset or liability affected in future periods.

In the process of applying the Group’s accounting policles, management has made the following judgments,
which have the most significant effect on the amounts recognised in the consolidated financial statements:

Classification of investments

Management decides on acquisition of an investment whether it should be classified as “at fair value through
profit or loss” or “financial assets available for sale”.

Classification of investments as fair value through profit or loss depends on how management monitors the
performance of these investments. When they have readily available reliable fair values and the changes in fair
values are reported as part of in the management accounts, they are classified as fair value through profit or
loss.

All other financial assets are classified as financial assets available for sale.
Impairment of financial vailable for sal

The Group treats financial assets available for sale as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolonged” requires considerable judgment.
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Notes to the Consolidated Financial Statements for the year ended 31 December 2017
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4.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Group based its assumptions and estimates
on parameters available when the consolidated financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or circumstances arising
beyond the control of the Group. Such changes are reflected in the assumptions when they occur.

Valuation of unquoted equi vestmen

Valuation of unquoted equity investments is normally based on one of the following:

» recent arm’s length market transactions;

= current fair value of another instrument that is substantially the same;

« the expected cash flows discounted at current rates applicable for items with similar terms and risk
characteristics; or

= other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires significant
estimation. Information about valuation techniques and input used in determining the fair value of various
assets and liabilities are disclosed in Note 23.

There are a few investments where this estimation cannot be reliably determined (Note 7). As a result, these
investments are carried at cost less impairment.

Revaluation of investment prope

The Group recognizes the investment properties at fair value and changes in fair value are included in the
consolidated statement of income. The Group appoints independent specialized valuators to determine the fair
value. Those valuators use valuation techniques to determine the fair value. The estimated fair value of
investment properties may differ from the actual realizable prices in arm’s length transaction as at reporting
date.

Impairment of assoclates

Estimation of impairment of an associate is made when there is an indicator for this impairment. The
assessment is made for the entire carrying amount of the Group's investments in associate including gcodwill,
accordingly, impairment testing of goodwill is not tested separately. Impairment and reversal of those losses
are recognized in the consolidated statement of income.

Cash and cash equivalents

2017 2016
Cash on hand 4,232 2,211
Bank balances ‘ 841,148 4,490,717
Total cash and bank balances 845,380 4,492,928
Bank overdraft (Note 12) (374,766) (398,847)
Total cash and cash equivalents 470,614 4,094,081

Bank overdraft is payable to financial institutions in Kuwait and is denominated in Kuwaiti Dinars, it carries interest
at an average rate of 3% (3% - 2016) per annum over the Central Bank of Kuwait discount rate.

Accounts receivable and other assets

2017 2016
Trade receivables - net of provisions 1,464,916 1,242,090
Other receivables 157,098 142,222
: 1,622,014 1,384,312

The ageing analysis of the trade receivables is as follows:
From 0 to From 91 to From 121 to From 181 to Above 365

90 days 120 days 180 days 365 days days Total
2017 992,090 100,335 117,018 180,050 75,423 1,464,916
2016 875,810 99,241 128,478 87,280 51,281 1,242,090
Inventories
2017 2016
Finished goods 600,913 814,857
Raw and packing materials (net of provision) 419,867 437,447
’s 1,020,780 1,252,304
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7.

Financial assets available for sale

2017 2016
Local quoted equity securities 690,989 1,438,473
Local and foreign unquoted equity securities 21,486,264 14,998,119
Foreign managed funds 28,722 43,151

22,205,975 16,479,743
As at 31 December 2017, local and foreign unquoted equity securities amounting to KD 1,649,903
(KD 2,161,030 - 2016) are carried at cost less impairment as these do not have a quoted market price and
whose fair value cannot be reliably measured. The management believes that there is no indication of
impairment in these investments.
Financial assets available for sale include local quoted and unquoted securities with fair value KD 1,134,702
(KD 323,260 - 2016) pledged with one of the local banks as collateral against credit facilities which have been
granted by a local bank.
During the current year, the Group entered into assets swap transaction by acquiring unquoted local
investments amounted to KD 5,858,497 against investments in associates (Note 8 and 11).

Fair value hierarchy disclosures for financial assets available for sale are provided in Note 24.

Investment in associates

Country of Principal 2017 2016
Company name incorporation activity
% Carrying % Carrying
value value

Dubai Wellness Center Limited Isle of Man Healthcare services - - 40 7,807,433
Future Fibre Technologies Fibre optics
Limited Australia technologies - - 22 3,957,000
Specialities Group Holding Co. Kuwait Investment Holding 29.5 7,175,716 - -

7‘175‘716 11:764|433

The Group’s share in the associates’ result is based on the latest available financial statements for the year ended
31 December 2017.

During the current year, the Group entered into a swap transaction by disposing its entire share of Future Fiber
Technologies by an amount of KD 3,957,000 and acquiring unquoted investments available for sale by the same
amount (Note 7). This transaction did not result in any realized gain or loss.

On 13 August 2017, the Group acquired 29.5% equity interest in Specialitles Group Holding Company. The
principal activities of the Company Is owning shares in Kuwaiti or Non-Kuwaiti Share Holding Companies. The fair

values of assets acquired and liabilities assumed of the associate are summarized as follows:
KD

Property, plant and equipment 1,968,394
Intangible assets 772,187
Investment properties 546,819
Investment in associates 5,228,252
Financial assets available for sale 10,788
Accounts receivable and other debit balances 6,801,575
Inventories 2,393,230
Trading properties 2,690,795
Due from related parties 1,326
Financial assets at fair value through profit or loss 82,262
Cash and cash equivalents 9,541,182
Total assets 30,036,810
Accounts payable and other liabilities 3,729,557
Employees’ end of service benefits 433,414
Total liabilities 4,162,971
Net identifiable assets 25,873,839
The Group’s share of net assets of the associate (29.5%) 8,020,890
Consideration paid (7,087,092)
Bargain purchase gain 933,798
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Notes to the Consolidated Financial Statements for the year ended 31 December 2017

(All amounts are in Kuwaiti Dinar otherwise stated)

The shares of Specialities Group Holding Company are pledged against credit facilities granted by a local bank.

The fair value based on quoted price (level 1) for the investment in Specialities Group Holding Company is
KD 3,053,250. ’

The summarized financial information of the associate as of 31 December 2017 is as follows:

SPEC
Current assets 9,430,501
Non-current assets 19,972,651
Current liabilities 3,930,668
Non-current liabilities 1,148,089
SPEC
- Revenues 17,103,942
Losses for the year (3,003,606)
Other comprehensive losses for the year (105,364)
Total comprehensive losses for the year (3,101,917)
SPEC
Net assets of the associate 24,324,461
Ownership interest % 29.5
Carrying value of the associate 7,175,716
Investment properties
2017 2016
At 1 January 2,605,819 2,758,415
Disposals - (177,072)
Change in fair values (142,689) 24,476
At 31 December 2,463,130 2,605,819
Investment properties are categorized as follows:
2017 2016
Land 1,709,873 1,735,866
Developed property 753,257 869,953

2,463,130 2,605,819
As at 31 December 2017, the fair value of investment properties have been determined based on valuations
obtained from two independent professional real estate valuers in UAE, who are industry specialized in valuing
such type of investment properties. Both valuers have valued the investment properties using the market
approach (Level 2 of fair value).
Market approach is based on a comparison of active market prices for similar properties and recent arm’s length
market transactions, adjusted for difference in the nature, location or condition of the specific property.
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Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar otherwise stated)

10.

11.

12.

Property and equipment
Machinery Projects
Leasehold and under Other
Lands Buildings _equipment constructions assets Total
Cost
As at 1 January 2016 - - 35,248 - 80,779 116,027
Additions . - 63,948 78,116 2,094 82,970 227,128
Acquisition through business
combination 3,360,597 125,232 379,013 3,281 49,282 3,917,405
Disposals - - (33,998) - (77,214) (111,212)
As at 31 December 2016 3,360,597 189,180 458,379 5,375 135,817 4,149,348
Additions - 26,600 17,189 1,651 43,023 88,463
Disposals - - - - (14,825) (14,825)
Balance at 31 December 2017 3,360,597 215,780 475,568 7,026 164,015 4,222,986
Accumulated depreciation
As at 1 January 2016 - - 33,976 - 51,433 85,409
Charge for the year - 15,215 56,736 - 31,015 102,966
Depreciation related to
disposals - - (33,976) - (52,185) (86,161)
As at 31 December 2016 - 15,215 56,736 - 30,263 102,214
Charge for the year - 22,053 77,116 - 44,435 143,604
Depreciation related to
disposals - - - - (14,825) (14,825)
Balance at 31 December 2017 - 37,268 133,852 - 59,873 230,993
Net book values
As at 31 December 2017 3,360,597 178,512 341,716 7,026 104,142 3,991,993
As at 31 December 2016 3,360,597 173,965 401,643 5,375 105,554 4,047,134
Annual depreciation rates - 4%-20% 5%-33.33% - 33.33%'

Buildings are constructed on land leased from the Public Authority for Industry, State of Kuwait. The Group has
mortgaged five plots to local banks against credit facilities (Note 12).

Assets classified as held for sale

During the current year, the Group sold 16% of the 40% ownership in Dubai Wellness Center Limited to a third
party with a total cash consideration of KD 1,348,503 and KD 1,901,497 in exchange for acquisition of unquoted
investments by the same amount (Note 7). This transaction resulted in a realised gain of KD 52,902 (Note 17).
The Parent Company will sell the remaining part of this investment (24%]) during the coming year. Accordingly,
this investment has been presented in accordance with IFRS 5 "Non-current assets held for sale and discontinued
operations”.

Bank facilities

2017 2016
Bank overdraft 374,766 398,847
Murabaha payable 2,471,278 1,404,239

2,846,044 1,803,086
The average interest rate on Murabaha payable is 4.6% (3.5% - 2016).
Following is the maturity of the bank facilities;

2017 2016
Within 1 year 1,154,798 507,325
More than 1 year 1,316,480 896,914

2,471,278  __ 1,404,239

The following assets are pledged against bank facilities as at 31 December:

- An amount of KD 1,500,000 of the total facility is secured against the shares of a subsidiary, unquoted
investment available for sale (Note 7) and investment in an associate (Note 8).

- An amount of 971,278 of the total facility is secured against five plots (Note 10).
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And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2017
(All amounts are in Kuwaiti Dinar otherwise stated)

13,

14.

1S.

16.

Accounts payable and other liabilities

2017 ' 2016

Trade payables 1,090,485 1,471,935
Advances received - 750,000
Accrued expenses 724,005 749,365
Dividends payables 161,578 173,382
Employees’ end of service benefits 372,745 282,252
Other liabilities 121,268 46,445

2,470,081 3,473,379

Share capital and dividends

The authorized, issued, and fully paid up share capital of the Parent Company is KD 21,687,750 distributed
over 216,877,500 shares with a nominal value of 100 fils each, and all shares are paid in cash.

On 13 March 2018, the Board of Directors of the Parent Company proposed dividends of 5% (5 fils per share)
for the year ended 31 December 2017 (Nil - 2016). In addition proposed Board of Directors’ remuneration
amounting to KD 35,000 for the year ended 31 December 2017 (KD 35,000 - 2016).

Reserves

Statutory reserve

As required by the Companies Law and the Parent Company’s Articles of Association, 10% of the profit for the
year before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration has been transferred to
statutory reserve. The Parent Company may resolve to discontinue such annual transfers when the reserve totals
50% of the issued share capital. Distribution of the statutory reserve is limited to the amount required to enable
the payment of a dividend of 5% of paid up share capital to be made in years when retained earings are not
sufficient for the payment of a dividend of that amount.

General reserve

As required by the Parent Company's Articles of Association, 10% of the profit for the year before contribution
to KFAS, NLST, Zakat and Board of Directors’ remuneration is required to be transferred to general reserve based
on recommendation of the Board of Directors and subject to the approval of the General Assembly of the Parent
Company’s shareholders. Such annual transfer may be increased or discontinued by a resolution of the General
Assembly of the Parent Company’s shareholders upon recommendation from the Parent Company’s Board of
Directors.

For the years ended 31 December 2017 and 31 December 2016, no transfer was made to general reserve
based on the recommendation by the Parent Company’s Board of Directors. This proposal is subject to the
approval of the Annual Ordinary General Assembly Meeting of the Parent Company’s shareholders.

Treasury shares

2017 2016
Number of shares 16,590,207 13,316,772
Percentage of issued shares (%) 8 6
Market value (KD) 880,940 812,323

The Parent Company is required to retain reserves and retained earnings equivalent to the cost of treasury
shares throughout the year, in which they are held by the Parent Company, in accordance with the instructions
of the relevant regulatory authorities. These shares are not pledged.
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17. Investment income
2017 2016
Financial assets at fair value through profit or loss
Realised gain 37,102 29,373
Change in fair value (10,745) (2,638)
26,357 26,735
Financial assets available for sale
Realised gain on sale 216,838 86,337
Impairment losses (21,569) (551,716)
195,269 (465,379)
Bargain purchase gain on acquisition of associate (Note 8)/ subsidiary 933,798 2,989,721
Dividends income 962,910 574,464
Gain on partial disposal of investment in an associate (Note 11) 52,902 -
1,949,610 3,564,185
2,171,236 3,125,541
18. Gross profit from operating activities
2017 2016
Sales 4,910,903 3,951,212
Cost of sales (3,189,613) (2,678,485)
1,721,290 1,272,727
The breakdown of cost of sales is as follows:
2017 2016
Material costs 2,751,581 2,291,288
Staff costs 302,939 256,597
Depreciation 95,923 66,111
Others 39,170 64,489
3,189,613 2,678,485
19. Other expenses
2017 _2016
Staff cost 782,900 623,350
Others 546,968 871,790
1,329,868 1,495,140
20. Basic and diluted earnings per share

Basic eamings per share is calculated by dividing the profit for the year by the weighted average number of
ordinary shares outstanding during the year (excluding treasury shares). Diluted earnings per share is calculated
by dividing the profit for the year by the weighted average number of ordinary shares outstanding during the year
(excluding treasury shares) plus the weighted average number of ordinary shares that would be issued on the
conversion of all the dilutive potential ordinary shares into ordinary shares. As at 31 December, the Parent

Company had no outstanding dilutive potential shares.

The basic earnings per share is calculated based on the profit for the year divided by the weighted average number

I 13 111

1 1 1.1

of shares outstanding, less treasury shares, during the year is as follows:

2017 _2016
Profit for the year (KD) 1,370,971 2,511,278
Weighted average number of ordinary shares outstanding during the year
(excluding treasury shares) 201,897,152 205,900,400
Basic and diluted earnings per share (fils) 6.79 12.20
27
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21.

Related party transactions

These represent transactions with related parties, i.e. major shareholders, directors, executive officers and key
management personnel of the Group, close members of their families and companies of which they are principal
owners or over which they are able to exercise contro! or significant influence entered into by the Group in the
ordinary course of business. The Parent Company’s management approves pricing policies and terms of these
transactions.

Balances and transactions with related parties included in the consolidated financial statements are as follows:

2017 _2016
Transactions: (Key Management Compensation)
Salaries and short-term benefits 185,350 181,800
Employees’ end of service benefits 26,577 26,317
Board of Directors’ remuneration 35,000 35,000
Board committee remuneration 6,600 10,500

253,527 253,617
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22, Segmental information
The Group Is classified into business units based on their products and services, and has three reportable operating segments as follows:

* Financial investing activities comprise participation in financial and real estate funds and managing the Group’s liquidity requirements; and
= Real estate investing activities comprise investing and trading in real estate and construction or development of real estate for the purpose of sale in the ordinary course
of business and other related real estate services.

= Industrial activities comprise manufacturing and selling of chemical products.
The segment reporting information is as follows:

Financial Investing Real estate Investing Industrial Unallocated Total

Year ended 31 December 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Segment results
Investment income 2,171,236 3,125,541 - - - - - - 2,171,236 3,125,541
Loss on sale of investment
properties - - - (31) - - - - - (31)
Change In fair value of
investment propertles - - (142,689) 24,476 - - - - (142,689) 24,476
Gross profit from operating
actlvitles - - - - 1,721,290 1,272,727 - - 1,721,290 1,272,727
Group's share of results from
assoclates (879,496) (259,107) - - - - - - (879,496) (259,107)
Other Income - - - - 10,456 - 15,415 52,877 25,871 52,877
Total segment iIncome/ (loss) 1,291,740 2,866,434 (142,689) 24,445 1,731,746 1,272,727 15,415 52,877 2,896,212 4,216,483
Other expenses - - (17,244) (49,091) (1,068,234) (751,555) (244,390) (694,494) (1,329,868) (1,495,140)
Finance costs (33,385) - - - (51,655) (51,172) (22,409) (20,372) (107,449) (71,544)
KFAS, NLST, Zakat and Board
of Directors’ remuneration - - - - - - (87,924) (138,521) (87,924) (138,521)

1,258,355 2,866,434 (159,933) (24,646) 611,857 470,000 (339,308) (800,510) 1,370,971 _ 2,511,278

As at 31 December

Segment assets 33,109,923 28,361,854 2,463,130 2,605,819 8,174,803 8,174,803 225,958 3,001,875 43,973,814
Segment liabilities

42,144,351

1,500,000 - - - 2,722,352 3,469,192 1,093,773 1,807,273 5,316,125 5,276,465
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23.

A)

B)

Financial risk management

Risk is inherent in the Group's activities but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is
critical to the Group’s continuing profitability and each individual within the Group is accountable for the risk
exposures relating to his or her responsibilities.

The Group is exposed to credit risk, liquidity risk and market risk. Market risk is subdivided into interest rate
risk, foreign currency risk and equity price risk. It is also subject to operating risks. The independent risk control
process does not include business risks such as changes in the environment technology and industry. They are
monitored through the Group’s strategic planning process. The Board of Directors are ultimately responsible
for the overall risk management approach and for approving the risk strategies and principles.

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. Management of the Group attempts to contro! credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties. The maximum credit risk is limited to the carrying values of financial assets
as follows:

2017 2016
Banks balances 841,148 4,490,717
Accounts receivable and other assets 1,622,014 1,384,312

Credit risk is highly concentrated in cash and cash equivalents and receivables. The Group keeps its cash and
cash equivalents in financial institutions with high credit reputation.

The Group does not approve credit unless within the limits of requirements and normal course of business
taking into consideration the financial position of clients and the previous history of transaction and reputation.

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its net funding requirements. Liquidity risk can
be caused by market disruptions or credit downgrades which may cause certain sources of funding to dry up
immediately. To guard against this risk, management has diversified funding sources and assets are managed
with liquidity in mind, maintaining a healthy balance of cash and cash equivalents, and readily marketable
securities.

The liquidity profile of financial liabilities reflects the projected cash flows which includes future finance costs
over the life of these financial liabilities. The table below summarizes the maturity profile of the Group’s financial
liabilities as at 31 December based on contractual undiscounted repayment obligations.

Less than 3to12 Over

3 months months 1 year Total
2017
Bank facilities 624,766 929,798 1,291,480 2,846,044
Accounts payable and other liabilities 1,507,730 589,606 372,745 2,470,081
Total liabilities 2,132,496 1,519,404 1,664,225 5,316,125
2016
Bank facilities 516,172 390,000 896,914 1,803,086
Accounts payable and other liabilities - 3,081,794 391,585 3,473,379
Total liabilities 516,172 3,471,794 1,288,499 5,276,465
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<)

Market risk

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individual investment or its issuer or factors affecting all
investments traded in the market.

Market risk is managed on the basis of pre-determined asset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industry concentration, a continuous appraisal
of market conditions and trends and management’s estimate of long and short term changes in fair value.

Interest rat

Interest rate risk is the risk that the fair value or future cash flows of financial instrument will fluctuate because
of changes in market interest rates. The Group is exposed to interest rate risk on its bank overdrafts and
borrowings.

As at 31 December 2017, if the interest rate on bank facilities increase by 0.5% basis points, with all other
variables held constant, the profit for the year would have been decreased by KD 5,372 (KD 3,577 - 2016).

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate '
because of changes in foreign exchange rates. The Group manages its foreign currency risk by continuous
assessment of the Group’s open positions and current and expected exchange rate movements.

The Group is exposed to currency risk on purchases and sales of securities that are denominated in a currency
other than the Kuwaiti Dinars mainly in US dollars and Euro. The Group ensures that the net exposure is kept
to an acceptable level, by dealing in currencies that do not fluctuate significantly against the Kuwaiti Dinars.

The table below indicates the effect of a reasonably possible movement of the currency rate agains_t the Kuwaiti
Dinars on profit for the year and other comprehensive income, with all other variables held constant:

Increase/decrease Effect on Effect on other
in foreign currency profit for the comprehensive
rate year income
2017
US Dollars +/- 5% 958 28,445
Euro +/- 5% 47 538,328
2016
US Dollars +/- 5% 9,970 33,480
Euro +/- 5% 161 500,035
Equity price risk

Equity price risk arises from the change in fair values of equity investments. The Group manages this risk through
diversification of investments in terms of industry concentration.

The following table demonstrates the sensitivity of the quoted investments’ values to reasonably possible changes
in equity prices, with all other variables held constant. The effect of decreases in equity prices is expected to be
equal and opposite to the effect of the increases shown.

The effect on Group’s results (as a result of a change in the fair value of financial assets at fair value through
profit or loss at 31 December) and other comprehensive income (as a result of a change in the fair value of
financial assets available for sale at 31 December) due to a reasonably possible change in market indices, with
all other variables held constant is as follows:

2017 2016
Change in Effecton Effect on other Change in Effecton Effect on other
Market equity profit for comprehensive equity profit for comprehensive
indices price the year loss price the year income
Kuwait +/- 5% 3,639 34,550 +/- 5% 5,884 71,924

In respect of unquoted financial assets available for sale that are carried at cost (Note 6), the impact of changes
in equity prices cannot be reliably determined due to unavailability of reliable fair value of these investments.
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24.

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When
controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications,
or lead to financial loss. The Group cannot expect to eliminate all operational risks, but through a control
framework and by monitoring and responding to potential risks, the Group is able to manage the risks. Controls
include effective segregation of duties, access, authorization and reconciliation procedures, staff education and
assessment processes, including the use of internal audit.

Capital management

The primary objective of the Group's capital management is to ensure that it maintains healthy capital ratios
in order to support its business and maximize shareholders’ value.

The Capital structure of the Group consists of net debt (borrowings offset by cash and bank balances) and
equity of the Parent Company comprising issued capital, reserve and retained earnings.

2017 2016
Total borrowings 2,846,044 1,803,086
Less: cash (845,380) (4,492,928)
Net debt 2,000,664 -
Total equity 38,657,689 -
Total capital 40,658,353 -
Gearing ratio% 4.9 -

The Group manages its capital structure and makes adjustments to it in light of changes in business conditions.
The Group’s current strategy is to maintain the external finance at minimum.

Fair values of financial instruments

The fair values of financial assets and financial liabilities are determined as follows:

e Level one: Quoted prices in active markets for identical financial instruments.

o Level two: Quoted prices in an active market for similar instruments. Quoted prices for identical assets or
liabilities in market that are not active. Inputs other than quoted prices that are observable for assets and
liabilities.

« Level three: Inputs for the asset or liabilities that are not based on observable market data.
The table below gives information about how the fair values of the financial assets are determined:

Fair value of the Group's financial assets that are measured at fair value on a recurring basis:

Valuation Relationship of
Fair technique(s) Significant unobservable
value and key unobservable inputs to fair
Financial assets Fair value as at hierarchy input(s) input(s) value
31/12/17 31/12/16
Ealr value through P & L
Local quoted equity
securities 72,772 117,678 1 Bid prices - -
il n
Local quoted equity
securities 690,989 1,438,473 1 Bid price - -
Foreign managed 28,722 43,151 2 NAV report - -
funds
Local and forelgn 19,836,361 12,837,089 3 Peer market Peer market price  Changes in market
unquoted equity price to book to book value multiple and
securities value of similar factor and discount rate will
companies in discount for lack result change in
the same of market fair values
industry availability.
Discounted cash  Discount rate and The higher the
flow growth rate discount rate, the

lower the fair value
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25.

26.

During the years ended 31 December 2017 and 2016 there were no transfers between Level 1 and Level 2 fair
value measurements and no transfers out of level 3 fair value measurements.

Fair value of local and foreign unquoted equity securities carried at fair value has been determined using the
market price to book value model (MPBV) and discounted cash flow Model (DCF). The valuation requires
management to make certain assumptions about the model inputs, including, the discount rate and credit risk
and volatility. The probabilities of the various estimates within the range can be reasonably assessed and are
used in management's estimate of fair value for these unquoted equity investments.

Discount relating to the lack of liquidity of financial instruments has been assumed by the Parent Company’s
management which represents the discount that market participants would take into account when pricing similar
financial instruments.

The following table shows a reconciliation of the opening and closing amount of level 3 financial assets which
are recorded at fair value at 31 December:

Net
Net gains gains/(losses)
recorded in recorded in the
the consolidated Net
At the consolidated statement of purchases,
beginning of statement of comprehensive sales and At the end of
the year income income settiements the year
Financlal assets available for sale:
Local and foreign unquoted
equity securities
2017 12,837,089 - 1,140,775 5,858,497 19,836,361
2016 19,599,208 1,531,402 (163,794) (8,129,727) 12,837,089

The fair values of financial assets and financial liabilities that are not measured at fair value on a recurring
basis approximately equals their carrying values as on the date of the consolidated financial statements.

Cash dividends

On 13 March 2018, the Parent Company’s Board of Directors propose cash dividends of 5% (5 fils per share)
and propose Board of Directors remuneration for the Parent Company'’s Board of Directors of KD 35,000 for
the year ended 31 December 2017. These proposal are subject to the approval of shareholders at the general
assembly meeting.

These Board of Directors remuneration exceeds the maximum limit stated in the law and subject to the approval
of regularly Board of Directors general assembly meeting.

The consolidated financial statements for the year ended 31 December 2016 were approved in the general
assembly of the shareholders dated 1 May 2017 and also approved Board of Directors’ recommendation not to
distribute the dividends for the financial year 2016.

Commitments and contingent liabilities

2017 2016
Letters of guarantee 622,468 577,317
Letters of credit and acceptance 118,733 60,887

740,201 638,204
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