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RSM Albazie & Co

INDEPENDENT AUDITOR'S REPORT

Te the Shareholders of

Mubarrad Holding Company - K.5.C.P. and its Subsidiaries
{Formerly Mubarrad Transportation Company - K.5.0.F.)
State of Kuwait

Report on the Audit of the Consclidated Financial Statemants

Opinion

We have audited the consolidated financial statements of Mubarrad Holding Company K.5.C.P. {Formerly Mubarrad
Transperiation Company - K.5.C.P.) (the "Parent Company”) and its subsidiaries [collectively, the *Group™), which comprise
the consolidated statement of financial position as at Decamber 31, 2007 and the consalidatzd statements of profit or loss,
prafit or loss and other comprehensive ingome, changes in equity and cash flows for the year then ended, and notes to the
consolidated financial statements, including & summary of significant accounting nalicies,

I our opinion, the accompanying consclidated financial statements present fairly, in all matenial respects, the consalidated
financial position of the Group as at December 21, 2017, and iis consolidated financial performance and its cash flaws for
the year then ended in accordance with Infernational Financial Reporling Standards [IFRSs).

Basis far Opinion

We conducted our audit in accordance with Internaticnal Standards on Auditing {I1SAs). Our responsibilities under those
standards are further described in the Auditor's Responsibiliies for the Audit of the Consolidated Financial Statements
section of our repart. We are independant of the Group in accordance with the Intermational Ethics Standards Board for
Accountants’ Cede of Ethics for Professional Accountants (IESBA Code) together with ettical requirements that are relsvant
to cur audit of the consolidaizd financial statements in the State of Kuwalt, and we have fulfilled cur ofher ethizal
responsibilities in accardance with the (IESBA Code). We belisve that the audit evidence we have obtained is sufficient and
appropriate o provide a basis for our opinian,

Ray Audit Matters

Key audit matters are those mattars 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 statlements as a whele, and n forming our apinion thergon, and wa do not provide a separate apinion
on these matters. We have determined the matters described below to be the key audit matiers to be considersd in cur
report.

Sale of investment in associate

Pursuant to the Farent Company's Board of Cireciors’ minutes of meeting held on March 3, 2017 and a sale agreement
signed an March 12, 2017, the Parent Company sold its entire equity interest in the associate - Inshaa Holding Co. - ©.5.C,
{Holding}. We have identified the sale of Inshaa Holding Co. - K.5.C. (Helding) as 2 key audit matier becauss of its financial
significance to the consolidated financial statements as the salz transaction significantly affected the compasition of the
Group's businasses and aciivities and therefare significant audit effort was required. The Group recorded a gain on disposal
of KO 1.66 million from the sale of Inshaa Holding Co. - K.5.C. (Haolding), details of the fransaction is disclosed in Nate S,
We fzsiad the accuracy of the recorded gain on sale, abtainsd supporting documents related @ autharization of the sale
deal, verifizd sale agreemeant and cash proceeds collecizd.

THE POWER OF BEING UNDERSTOOD
ALIDHT | TAX | CONSLILTING
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Yaluation of Investment Properties

The valuation of the investment property is important to our audit as it represents a significant judgment area and an
important part of the total assets of the Group. The valuation of the investment property is highly dependent on estimates.
We therefore identified the valuation of investment property as a key audit matter. The Group pelicy is that property
valuations are performed by licensed appraisers al least once a year, These valuations ars amongst others based on
assumptions, such as estimated rental revenues, discount rates, occupancy rates, market knowledge, developers rigk and
historical transactions. In estimating the fair value of investment properties, appraisers used the valuation techniques i.e.
discounted cash flow method and sales comparisen, and considered the nature and usage of the investment properties.
We reviewed the valuation reports from the licensed appraisers. We further focused on the adequacy of the disclosures
about the valuation of investment properties. Disclosures of this item are included in Mote 10 to the consolidated financial
statements.

Oiher Information

Cither infarmation consists of the information included in the Group's 2017 Annual Report, other than the consolidated
financial staterments and our auditors' report thereon. Management is responsible for the other information. Qur opinicn on
the consolidated financial siatemants does not cover the ofher information atiached to it, and we do not and we will not
express any form of assurance conclusion thergon, In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so, consider whether the ather information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this
other information; we are required to report that fact. We have nothing to report in this regard.

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accardance
with IFRSs, and for such interal contral 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 respensible for assessing the Group's ability to continue
as a going concern, disclosing, as applicable, matters related to gaing concern and using the going concemn basie of
accounting unless managemant either intends to liquidate the Group or to cease operations, or has no realistic alternative
but to do so.

Those charged with govemance are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Qur objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due fo fraud or error, and fo issue an auditor's report that includes aur opinion.
Reasonable assurance is a high level of assurance, but is not 2 guarantes that an audit conducted in accordance with [5As
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 raasenably 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 1SAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also do the following:

o |dentify and assess the risks of material misstatement of the consclidated financial statements, whether due to fraud or
error, design and perform audit procedures respensive to these risks, and oblain 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, fargery, intentional omissions,
misrepresentations, or the override of internal contral.

e (Obtain an undersianding 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 effectivensss of the Group's intemal
conirol.

o Eualuate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.
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« Conclude on the appropriateness of management's use of the geing concern basis of accounting and, based on the
audit evidence obtained, whether a material uncerainty exists related to events or conditions that may cast significant
doubt on the Group's ability to continue as a gaing concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in ihe consclidated financial statements ar,
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 concem,

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

o« 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 rasponsible for the direclion,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

Wa 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 contral 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 reasanably be thought
to bear an our independence, and where applicable, related safequards.

From ‘he matters communicated with Those Charged with Governance, we determine those matters that were of most
significance in the audit of the conselidated financial statements of the current year 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 aur report because the
adverse consequences of deing so would reasonably be expected to outweigh the public interast benefits of such
communication.

Report on Other Legal and Regulatory Requirements

Furthermare, in cur apinion proper books of account have been kept by the Parent Company and the canseolidated financia
statements, togsther with the contents of the report of the Parent Company's Board of Directors relating io these
consolidated financial statements are in accordance therewith, We further report that, we cbtained all the information and
explanations that we required for the purpese of our audit and that the consolidated financial statements incorporate all
information that is required by the Companies Law No.1 of 2016, as amended, 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 violatiens of the Companies Law No.1 of 2016, as
amended and its executive regulations, as amended, nor of the Parent Company's Memarandum of Incorporation and
Adicles of Association, as amended, have ocourred during the year ended December 31, 2017 that might have had a
material effect on the business of the Parent Company or on its financial position

1-._\_\_\____
State of Kuwait Hayéf . AR
March 1, 2018 Licence Mo, 81-A

REM Albazie & Co,



MUBARRAD HOLDING COMPANY - K.5.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY - K.5.C.P ]

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2017
(Al amounts are in Kuwaiti Dinars)

ASSETS
Current assets:
Cash and cash equivalents
[rvestiment deposits
Accounts receivable and other debit balances
Due from a relatad parly
Inventories
Total current assets

MNon-current assets:
Financial assets available for sale
Investmant in associates
Investment properies
Property, plant and equipment
Gooadwill
Total non-current assets
Total assets

LIABILITIES AND EQUITY

Current liahilities:
Finance lease payables
Accounts payable and other cradit balances
Due to a related parly
Total current liabilities

Non-current liabilities
Finance lease payables
Provision for end of service indemnity
Total non-current liabilities
Total liabilities

Equity:
Share capital
Statutory resarve
Treasury shares ressre
Cumulative changes in fair value
Effect of changes in ownership interest of a subsidiary
Effect of changes in other comprehensive income of associatas
Fargign currencies transiation resens
Fetainad eamings
Equity attributable to Shareholders of the Parent Company
Mon-controlling interests
Total equity
Total liahilities and equity

The accompanying notes (1} to (26) form an intg

Notes
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2017 2015
2,140,122 1,430,086
4,000,000 1,650,000
2,209,214 847,272
: 15,000
763,004 722,581
9,112,340 4,664,939
1,002,100 1,275,321
3,815,271 7,073,164
8,349,003 8,609,102
1,568,270 1,620,340
91,005 91,005
14825649 15,066,932
23,937,989 23333811
1,830,090 1927778
1,097,452 1,208,569
B I 700
29242 3,137,147
913,215 1,246,759
369,876 318,081
1,283,091 1,564,840
T 42138 4,701,987
16,369,277 16,369,277
777,017 GA2 386
84,388 84,388
15,072 15,561
1,588 1,588
117,874 57,062
(1,785,944) (1,811,312)
4,089,333 3,281,001
19,669,305 18,579,951
57,381 51933
19,726,656 18,631,884
23,937,989 23,333,871

ral dart of the consalidated financial statements.
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MUBARRAD HOLDING COMPANY - K.5.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY - K.8.C.P.)
CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED DECEMBER 31, 2017

{All amounts are in Kuwaiti Dinars)

Motes

Met sales
Cost of sales
Gross profit

Ravenues from {ransportation, leasing and maintenance operations
Cost of fransporiation, leasing and maintenance operations
aross profit

Fental revenues
Rental costs
Gross profit

Total gross profit

General and administrative expenzes 18

Depreciation 11

Provision for doubtiul debts 5

Frovisions for doubtful debts no long required 5
Profit from operations

Investmant income

Impairment loss on financial assets available for sale 2

Share of resulis from associates g

Gain on sale of investment in associate g

Loss on sale of 2 subsidiary

Change in fair value of investment properties 10

Return income

Finance chames

Foreign currencies exchange differences

Other income

Other provisions

Profit for the year before contributions to Kuwait Foundation for the
Advancement of Science (KFAS), National Labor Support Tax
(NLST), Zakat and Board of Directors’ remuneration

Cantribution to KFAS 2 (s
WLST 211
Contribution to Zakat 2]
Board of Directors” remuneration 21
Profit for the year
Atiributable to
Shareholders of the Parant Company
Mon-controlling interests
Basic and diluted sarnings per share attributable to Shareholders

of the Parent Company 19

a7 2016
1,421,071 1,081,716
{1,064,502) (798,233)
356,569 293,483
904,915 T84 486
(560,155) (507,624)
344,760 276862
1,171,833 978 249
(224,241) {208,437
947,592 770,812
1,648,921 1,341 157
(733,350) (660,172)
(38,373 [38,434)
(21,978) -
16,960 59,852
872,180 712403
58,455 51,222
(198,195) (T8,438)
138,432 745,088
1,662,822 £
- (1.653)
(394,946) 1,583,530
Bd4.544 32278
(216,227) {187 ,256)
14,568 (1,504,203
21,550 4,859
(84,546) _—
1,958,737 1,347,832
(14,920) (7.476)
(48,062) (29,203)
{16,229) (7.083)
{30,000) ~(30,000)
1,849,526 12?’{_ EIEB=
1,844,095 1,267 858
woe o ST 6,210
1,849,5_?[5-_ 1,274 068
Fils Fils
11.27 7.74

The accompanying notes (1) to {28) form an integral part of the consclidated financial statements.




MUBARRAD HOLDING COMPANY - K.5.C.P. AND ITS SUEBSIDIARIES

(FORMERLY MUBARRAD TRANSPORTATION COMPANY - K.5.C.P.)

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2017

(All amounts are in Kuwaiti Dinars)

Motes 2017 2016 _
Profit for the year 1,849,526 1,274.068
Other comprehensive income (loss).
ltems that may be reclassified subsequently to consolidated
statement of profit or loss
Rslated to financial assats available for sals:
Change in fair value of financial assets available for sale g (498) 28,304
Transferred to conseildated statement of profit or loss on impairment of
financial assets available for sale B - (22 438)
Transferred io consolidated statement of profit or loss upon sale of
investment in associate 38,840
Transferrad to consoildated statement of profi or loss on sale of
investment in subsidiary - 1,361
Share of other comprehensive income from associaies - 4,648
Exchange differences on translating forsign operations 25,368 (2,058 337)

63,710 (2,038,270

lterns that will not be reclassified subsequently to consolidated
statement profit or loss
Share of gain an revaluation of property, plant and equipment of

associate - 41308
Other comprehensive income (loss) for the year . 63,710  (1,996,%62)
Total comprehensive income (loss) for the year 1,913,236 _H‘E?SE

Attributable to:

Shareholders of the Parent Company 1,807,818 {719,409)
Non-controlling interests o 5418 (3,485)

1,913,236 (722.854)

The accompanying notes (1) to (26) form an integral part of the consolidated financial statements.
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MUBARRAD HOLDING CO. K.S.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY K.5.C.P.)

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017
{All amounts ars in Kuwait Dinars)

Cash flows from operating activities:

Frofit for the year fram before contributions to KFAS, MLST, Zakat and Board of

Diractors' remunerstion
Adjustments far:
Depreciztion
Provision for doubtful debts
Frovizion for doubtiul debts no longer required
Investmeanl incoms
Impzirmert loss an financial 2ssets available for sale
Shars of results from associates
Gain an sale of invesiment in associate
Loss on gsle of a subsidiary
Change in fzir valus of invesiment properties
Return incoms
Finance charges
Clher provisions
Frovigion ior end of s2rvice indemnity
Gain an disposal of property, plant 2nd eguipment

Changes in oparating 2essts and liabilities:
Aocounts recaivable and ofher debit balances
Duz from 2 relzted parly
Inventorias
Arcounts payable and other credit balances
Cash flows generated from {used in) oparations
Payment for end of service indermnily
Paymeant of KFAS
Payment of NLST
Fayment of Zakat
Fayment of Board for Directors’ remuneration
Met cash flows generated from (used in} operating activities

Cash flows from investing activities:
Mzt increase in investment depasits
Proceads from sale of invesimant in an associate
Proczeds fom sale of financizl assets available for sale
2aid for addiions of property, plant and eguipment
Paid for additions of investment properties
Fracesds from sale of proparty, plant and equipment
Dividend received from an associate
[Onidend income received
|ntereat income received
Net cash flows generated from (used inj investing activities

Cash flows from financing activities:
Paid for finance lease inslallments
Dividends paid
Finance charges paid
Met cash flows used in financing activities

Fareign currencies translation adjustments

et incresse (decrease) in cash and cash equivalents
Cash relaled Lo a subsidiary disposed off

Cash znd cash zguivalents af beginning of the year

Cash and cash equivalents at end of the ysar

Pl trat

Moies

2017 2016
1,958,737 1,347 832
59,424 59,715
21,975 :
(16,960) (59,352)
(58,455) (51,222)
198,185 78435
{138,432) (745.088)
(1.662,922) :
. 1,653
394,945 (1,583,530)
(84,544) (32,278)
216,227 197 456
84,546 2
57,659 53,435
(3,48) (118
1,027,250 (737 510)
(88,164) 95,246
9,737 {15,000)
(40,423) (218,678)
152,734 [137,443)
1,061,134 (1,010,385)
(5,854) (39,545)
(7.475) (12,147)
(29,205) (60,438)
{6,563) {18,580)
{30,000)  {[25.000)
981,926 (1,166 503)
(2,350,000} (544,256)
3,669,197 :
242,801 112,178
{7.355) (11,184)
: (12.920)
3,150 120
- 200,224
18,181 :
54,565 32278
1,640,539 (323570
(426,422) (356.596)
(1,202,828) (401,199}
(20,00 _ (197 456}
(1,850,257} (857,351)
_ {6214y 1590472
710,038 (857.054)
. (1,018)
1430,086 2288158
2,140,122 1 430,086

The accampanying notes (1) to (28) farm an infagral part of the consolidated fnancial statements,




MUBARRAD HOLDING COMPANY - K.S.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY - KS.C.P.}
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2017

(A1l amounts are in Kuwaiti Dinars)

1.

Incorporation and activities of the Parent Company

Mubarrad Holding Company K.S.C.P. "the Parent Company” (Fermerly Mubarrad Transportation Company - K.S.C.P.),
is a Kuwaiti Public Shareholding Company registered in State of Kuwait and was incorperated pursuant to memerandum
of Incomoration of a limited liability Company, authenticated at the Ministry of Justice - Real Estate Registration and
Authentication Department — under No. 366/\olume 1 dated March 6, 1996 and its subsequent amendments, the latest
of which was notarized on the Company's Commercial Registry pursuant to a Memorandum Mo, 5/12 dated December
4 2017 issued from Shareholding Companies' Administration, based on the Parent Company's Shargholders
Extracrdinary Genaral Assembly meeting held on November 22, 2017, which approved the following:

Amending Article No. (2) of the Parent Company's Memorandum of incorporation and Article No. (1) of the Articles of
Association regarding the Parent Company’s name, as follows:
Articles after amendment : The name of the Parent Company is “Mubarrad Holding Cempany - K.S.C.P”

Amending Article No. (5) of the Parent Company’s Memorandum of Incorporation and Article Mo, (4} of the Articles of
Association related to the Parent Company's activities as follows:

The main activities for which the Parent Company was incorporated are as follows:

- Managing the Parent Company’s subsidiaries and participating in managing other companies in which it holds
ownership stakes and providing necessary support thereto,
Investing funds through trading in shares, bonds, and other financial securities.
Acquisition of properties and movables necessary to carry out business activities as allowable by the Law.

- Financing and extending loans to investee companies and providing guarantees to third parties, provided that the
ownership of the Parent Company is not less than 20% in the capital of the lending company.
Acquisition of industrial rights and related intellectual properties, trademarks, industrial models, franchises and
other rights, and renting such properties and rights to subsidiaries and other companies, inside State of Kuwait or
abroad.

The Parent Company shall comply with the provisions of Islamic Shari'a, and in no case it shall interpret the above
activities as permitting the Parent Company to carry out any usurious business in the form of interest or any other form
directly or indiractly.

The Parent Company may perform dirsctly all of the above activities inside or outside the State of Kuwait or through
agents on its behalf, The Parent Company may have an interest or participation in entities of similar activities which
could assist the Parent Company in achieving its objectives inside or cuiside the State of Kuwait. The Parent Company
may also establish, participate in or acquire such enfities.

The Parent Company is registered in the commercial register under Ref. No. 84715 on October 10, 2004,
The ragistered address of the Parent Company’s office is Old Khaitan, Block 29, Street 22, State of Kuwait,

The Parent Company is 38.152% cwned by A'ayan Leasing and Investment Group K.5.C. (Public) ("The Ultimate
Parent Company”}.

The consolidated financial statements of the Group were authorized for issue by the Parent Company's Board of
Directors on March 1, 2018, The consalidated financial statemenis ars subject to approval by The Parent Company's
sharehaolders” Ordinary General Assembly. The Parent Company's sharehoiders’ Annual General Assembly has the
power to amend thess consolidated financial statements after issuance.

[{=)



MUBARRAD HOLDING COMPANY - K.S.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY - K.5.C.P.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2017

(Al amourts are in Kuwaili Dinars)

2. Significant Accounting policies

The accompanying consolidated financial statements of the Group have besn prepared in accordance with the
International Financial Reporting standards (“IFRS") as issued by the International Accounting Standards Board (IASE),

Significant accounting policies are summarized as follows:

3

Basis of preparation

The consolidated financial statemants are presented in Kuwaiti Dinars which is the functional currency of the Parent
Company and are prepared under the historical cost basis, except for financial assets available for sale and
Investiment propartizs that are stated at their fair value.

Standards and Interpretations issued and effective

The accounting policies used in the preparation of these consolidated financial statements are consistent with
those used in the previous year except for the changes due to implementation of the following new and amended
International Financial Reporting Standards as of January 1, 2017

Amendment to |AS 7 — Disclosure Initiative

The amendment to this standard which is affective prospectively for annual periods beginning on or after January
1, 2017 require an endity io provide disclosurss that enable users of financial statements to evaluate changes in
liabilitizs arising from financing activities. including both cash and non-cash changes.

Annual Improvements to IFRSs 2014 - 2016 Cycle:

Amendments to IFRS 12 - Disclosure of Interests in Other Entitias

IFRS 12 states that an eniity nead not provide summarized financial information for interests in subsidiaries,
associates or joint ventures that are classified (or included in a disposal group that is classified) as held for sale.
The amandments clarify that this is the only concession from the disclosure requirements of IFRS 12 far such
interests. The amendments ara effective from January 1, 2017 and must be applied retrospectively.

Thase amendments do not have any material impact on the consolidated financial statements.

Standards and Interpretations issued but not effective
The following new and amended 1A3B Standards have been issued but are not yet effective, and have not been
gdonted by the Group:

IFRS 8 - Financial Instruments

The standard, effective for annual periods beginning on or after January 1, 2018, replaces the existing guidance
in 1AS 39 *Financial Instruments - Recognition and Maasurement”. IFRS 9 specifizs how an entity should classify
and maasure its financial instruments and includes a new expected credit loss model for calculating impairment of
financial assets and the new general hedge accounting requirsmants. I 2lso carries forward the guidance on
recognition and derscognition of financial instruments from |AS 39

- IFRS 9 requires all recognised financial assets to be subsequently measured at amortised cost or fair value
{through profit or loss or through other comprehensive income), depending on their classification by reference
to the business model within which they ars held and their contractual cash flow characieristics.

- For financial ligbilities, the most significant sifect of IFRS 9 relates to cases whars the fair value option is
taken: the amount of change in fair value of & financial lizhility designated as at fair value through profit or loss
that is attributable to changes in the credit risk of that liability is recognised in other comprehensive income
{rather than in profit or loss), unless this creates an accounting mismatch.

10



MUBARRAD HOLDING COMPANY - K.S.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPORTATION COMPANY - K.5.C.P.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMEBER 31, 2017

(Al amounts are in Kuwaiti Dinars)

- Forthe impairment of financial assets, IFRS 9 introduces an “expecied credit loss (ECL) model based on tha
concept of providing for expected losses at inception of a contract; recognition of & credit loss should na longer
wait for there to be objsctive svidence of impairment.

- For hadge accounting, IFRS 9 introduces a substantial overhaul allowing financial statzmenis to betier reflect
now risk management activitiss ars undertaken when hedging financial and non-financial risk exposures.

- The recognition and derecognition provisions are carried over almost unchanged from A5 38.

The managament anticipate that IFRS 8 will be adepted in the Group's consclidated financial statemants when it
becomes mandatory and will not restate comparative information. Management is in the process of assessing the
full impact of IFRS 9 on the Group's consolidated financial statements based on an analysis of the Group's financizl
assets and financial lizbilities 2s at December 31, 2017 on the basis of the facts and circumstances that exist at
that date. However, as the management are still in the process of assessing the full impact of the application of
IFRS 9 on the Group consclidated financial statements, it is not practicable to provide a reasonable financial
astimate of the effect until the management complete the detailed review.

Apart from aquity invesiments classified currently as availabls-for-salz and measurad at fair value through other
comprehengive income that should be measured at fair value through profit or logs under IFRES 9, all the other
Group's financial assets and financial liabilitizs should continug to be measured on the same bases as currently
under 1A3 30,

IFRS 15 - Revenue from cantracts with customers
The sfandard, effective for annual pericds beginning on or afier January 1, 2018, establishes a comprehensive
framewark for detarmining whether, how much and when revenue is recognized. |t replaces the following existing
standards and interpretations upon its effeciive date:

. A5 18 - Revanus,

* 155 11 — Construction Contracis,

*  |FRIC 13 — Customer Loyalty Programe,

a  |FRIC 15 - Agreemeants for the Construction of Real Estate,

. IFRIC 18 — Transfers of Assets from Customers, and,

s 5IC 31 - Revenue-Bartsr Transactions Invelving Adverdising Servicas

Tris standard applies to all revenue arising from confracts with customers, unless the cantracts are in the scope
of other standards, such as IA5 17, s requiraments also provide a model for the recognifion and measurement of
gains and losses on disposal of cerain non-financial assets, including property, plant and equipment and intangiblz
assels. The sfandard will alsa specify a comprehensive set of disclosure requiremants regarding the nature, exient
and timing as well a3 any unceriainty of revenue and correspending cash flows with cusiomers.

Management of the Group anficipate that IFRS 15 will be adopted in the Group's cansolidated financial statements
when it becomes mandatery, and they intend to use the retrospective method of iransition whereln the Group wil
recognize the cumulative effect of initially apolying this standard as an adjustment to the opening balancs of the
refained earings and will not restate comparative information

Based on the current accounting treatment of the Group's major sources of revenue, the management do not
eniicipate that the application of IFRS 15 will have a significant impact on the financial position andfor financial
performance of the Group, apart from providing mare extensive disclosures an the Group's revanue transactions.
However, as the management ars still in the procass of assessing the full impact of the application of IFRE 15 an
the Group consolidated financial statements, it is not practicable fo provide a reasonable financial estimate of the
effect until the managemant complete the detailled review.
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IFRS 16 - Leases

IFRS 16 was issuad in January 2015 and it replaces 1AS 17 Leases, IFRIC £ Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Invalving the Legal Form of a Lease. IFRS 15 sets out the principles for the recognition, measurament, presentation
and disclosure of leases and requires lessees to account for all leases under 2 single on-balance shest model
similar to the accounting for finance leasas under 1AS 17. The standard includes two recognition exemptions for
lessees — leases of low-value' assels (e.qg., personal computers) and short-term leases (i.e., leases with a lease
term of 12 manths or less). At the commencement date of a lease, a lesses will recognise a lizbility to make lease
payments {i.e., the lease liability} and an asset representing the right to use the underying asset during the lease
term {i.e., the right-of-use assat), Lessees will be required to separately recegnise the interest axpense on the
leass liability and the depreciation expense on the right-of-use asset.

Lessess will be also requirad to remeasure the lease liability upon the occurrence of certain events (2.9., a change
in the lease term, a change in future lease payments resulting from a change in an index or rate used fo determine
those payments). The lessee will generally recognise the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today's accounting under A5 17, Lessors will
continue to classify all leases using the same classification principle as in 1AS 17 and distinguish between two
types of leases: operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under [AS 17,

IFRS 15 is effective for annual periods beginning on or after January 1, 2019. Early application is permitied, but
not befora an entity applies IFRS 15, A lessee can choose to apply the standard using either a full retrospective or
a modified refrospective approach. The standard's transition provisions permit certain reliefs.

The Group plans to assess the potential effects of IFRS 16 an its consolidated financial statements in 2018

The: interpretation will be effective for annual periods beginning on or after January 1, 2018 and clarifies that in
determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part of
ity on the derecognition of a nenmonetary asset or non-monetary liability relating to advance consideration, the
date of the fransaction is the date on which an enlity initially recognizes the non-manetary asset or nonmanetary
liability arising from the advance consideration. If there are multiple payments or receipts in advance, then the
entity must determine a date of lhe transactions for 2ach payment or receipt of advance consideration,

The amendmeanis clarify thal:

a)  An entity that is a venture capital organisation, or other qualifying entity, may elect, atinitial recognition on an
invesiment-by-investment basis, o measure its investments in associates and joint ventures at fair value
thraugh profit or loss.

b) If an entity that is not fiself an investment entity has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equity methed, elect to retain the fair value measurement
apolied by that investment entity associate or joint venture to the investment enfity associate's or joint venture's
interests in subsidiaries. This election is mada separately for each investiment entity associate or joint veniure,
at the later of the date on which (i) the investmant entity associate or joint venture is initially recognised; (i}
the associate or joint venture becomes an investment entity; and (jii} the investment entity associate or joint
veniure first becomes a parent.

The amendments should be applied retrospeciively and are effective from January 1, 2018, with earlier application
permitted.
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Lmendments to 1AS 40 — Transfers of Invesiment Propary

The amendment will he effsctive for annual pariods beginning on or after January 1, 2018 and clarify when an
entity should transfer property, including property under construction or development, into or out of investment
oroperty. The amendments state that a change in use occurs when the property meels, or ceases fo meet, the
definition of investment property and there is evidence of the change in use. A mere change in management's
intentions for the use of a property does not provide evidence of a change in use.

The Group is in the procass of assessing the potential impact on its consolidated financial statements resulting
from the application of these standards and amendments.

Basis of consolidation:
The consolidated financial statements incorporate the financial statements of Mubarrad Holding Co. K.5.C.P. (the
Parent Company) and the following subsidiaries (collectively, the "Group™):

Fercentage of halding

Country of Principal %) B
Mame of subsidiaries incarpaoration activiligs 27 2016
Batic Manufacturing Co, - WLL ® Stale of Kuwait Incustrizl 89% 99%
Mubarrad for Development and Limited Logistics
Invesiment Co, WLE Republic of Sudan SETVIcEs 100% 100%
Lagistics
Emdad Equipment Leasing Co. K.S.C. (Closad) State of Kuwait services 8% o8%
Arah Republic of
Takztof Resl Estate Co. EZC 7 Egypt Real eslale B3% 98%

* The effective ownership inferest of the Group in these subsidiaries is 100%.

Subsidiaries are those enterprises conirollad by the Parent Company. Control exists when the Parent Company:
+ has power over the investze,

5 exposad, or has rights to variable returns from its involvement with the investee; and

» has the ability to use its power fo affect its retuns

The Parent Company reassess whather or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elemants of control listed above.

\When the Group has less than a majority of voting rights of an investee, it has power over the investee when the
vating rights are sufficient fo give it the practical ability to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances in assassing whethar or not the Group's voting rights in
an invesise are sufficient to give it power, including:

« the size of the Group's holding of voting rights relative to the size and dispersion of holdings of the ciher vote
holders;

« potential voting rights held by the company, other vois holders or other parties;

s rights arising from ather contractual arrangements; and

« any additional facts and circumstancas that indicate that the Group has, or does not have, the current ability to
direct the relevant activitizs 2t the time that decisions need fo be made, including voting patterns at previous
sharsholders’ meetings.

The financial statements of subsidiaries are included in the consolidated financial statemenis from the date that
control efectively commences until the date that conrol effectively ceases. Specifically, income and expsnses of
a subsidiary acquired or disposed of during the year are included in the consolidated statement of profit or loss
and other comprehensive income from the date the Parent Cempany gains control until the date when the Parent
Cormpany ceases to control the subsidiary. Al inter-company balances and transactions, including Inter-company
profits and unrealized profits and losses are eliminated in full on consolidation. Consolidated financial statements
are prepared using uniform accounting policies for like transactions and other events in similar circumstances.
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c)

Nen-cantrolling interests in the net assets of consolidated subsidiaries are identified separately from the Group's
equity therein. Profit or loss and each companent of other comprehensive income are attributed to the owners of
the Parent Company and to tha non-controlling interests, even if this results in the non-controlling interests having
a deficit halance. MNon-controlling interests consist of the amount of those interests at the date of the original
business combination and the Non-controlling shareholder's share of changes in equity since the date of the
combination.

A& change in the ownership interest of a subsidiary, without a change of confrol, is accounted far as an equity
transaction. The carrying amounts of the group's ownership interests and non-controlling interests are adjusted to
reflect changes in their relative interasts in the subsidiaries. Any difference between the amount by which non-
cantrolling interests are adjusted and fair valug of the consideration paid or received is recognized directly in equity
and attributable to owners of the Company. Losses are attributed to the nan-controlling interest even if that results
in a deficit halance. If the Group loses control over a subsidiary, it:

« Derecognizes the assets (including goodwill) and liabilities of the subsidiary;

« Derecognizes the carrying amount of any non-controlling intersst;

« Derecognizes the cumulative translation differences, recorded in equity,

» Recognizes the fair value of the consideration received;

« Recognizes the fair value of any invastment retained:

» Recognizes any surplus or deficit in profit or loss; and

s Raclassifies the Parent Company's share of components previously recognized in consolidated statement of
profit o loss and other comprehensive income 1o consolidated statement profit or loss or retained earmings as
appropriate.

Financial instruments:
The Group classifies its financial instruments as “financial assets” and “financial lizbilities". Financial assets and
financial liahilities are recognized when the Group becomes a party o the contractual provisions of the instruments.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Returns, dividends, gains, and losses relating to a financial instrument classified as a liability are
raported as expense or income. Distributions to holders of financial instruments classified as equity are charged
directly to equity. Financial instruments are offset when the Group has a legally enforceable right to offset and
intends ta settle either on a net basis or to realize the asset and settle the liability simultaneously.

Financial assets and financial liabilities carried on the consolidated statement of financial position include cash and
cash equivalents, investment deposits, accounts receivables, due tolfrom related parties, financial assets available
for sale, finance lease payables, payables.

s  Financial assets:
1, Cash and cash equivalents
Cash and cash equivalents include cash in hand and at banks, deposits held at call with banks and other
short-tarm highly liquid investments with criginal maturities of three months or less that are readily
convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

2. Term Denosits
Term deposits are placed with banks and have a contractual maturity of more than three months.
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3. Accounts receivable

Receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business and is recognized initially at fair value and subsequently measured at amortized cost
using the effective interest methed, less provision for impairment. A provision for impairment of trade
receivables is establishad when there is objective avidence that the Group will not be able to coliect all
amounts due according to the ariginal terms of the receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankrupicy or financial reorganization, and default or
dalinguency in payments are considersd indicators that the trade receivable is impaired. The amaunt of
the provision is the difference between the asset's carrying amount and the present valus of estimated
future cash flows, discounted at the original effective interest rate. The carrying amount of the asset is
reduced through the use of an allowance account, and the amount of the lass is recognized in the
cansolidated statement of profit or loss. When a frade receivable is uncollectible, it is writien off against
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are
credited in the consolidated statemeant of profit or loss.

4. Financial invastmeants
Initial recognition and measuremeant
The Group classifies financial investments that fall within the scope of IAS 39 as financial assets available
for sale. The classification depends on the purpose for which those assets were acquired and is
determined at initial recognition by the managemeant.

Financial assels available for sale

Financial assets available for sale are non-derivative financial assets that are either designated in this
category or not classified in any of the other categories. They are included in non-current assets unless
managsment intends to dispose of the financial asset within 12 months from the end of the reparing
pariod.

Purchases and sales of thosa financial assats are recognizad on trade date — the date on which the Group
commits to purchase or sell the asset. Financial assets are initially recognized at fair value plus transaction
costs for all financial assets not carried at fair value through conselidated profit or loss,

Subsegquent maasurement

After initial recognition, financial assets at fair value through profit or loss and financial assets available
for sale are subsequently carried at fair value, The fair values of quoted financial assets are based on
current bid prices. If the market for a financial asset is not active {and for unlisted securities). the Group
establishes fair value by using valuation techniques. These include the use of recent arm's length
transactions, reference to other instruments that are substantially the same, discounted cash flow
analysis, and option pricing models refined to refiect the issuer's specific circumstances.

Unrealized gains and losses arising from changes in the fair value of financial assets available for sale
are recognized in cumulative changes in fair value in ofher comprehensive income, except for available
for sale debt instruments, whare the foreign exchange differences companent is recognized in the
consolidated statement of profit or loss, while other fair value changes are recognized in cumulative
changes in fair value in consolidated statement of profit or loss and other comprehensive income,

Where financial assets available for sale could not be measured reliably, these are stated at cost less
impairment losses, if any.

When a financial asset available for sale is disposed off or impaired, any prior fair value earlier reported
in other comprehensive income is transferred to the consolidated statement of profit or loss.
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Cerecognition
4 financial assat {in whole or in part) is derecognized sither when:
a) the confractual rights fo recelve the cash flows from the financial asset have expired; o
bl the Group has transferred its rights to receive cash flows from the financial asset and either:
(a) has transferrad substantially all the risks and rewards of ownership of the financial asset, or
(b) has neither transferred nor retained substantially all the risks and rewards of the financial asset,
hut has transferred control of the financial assat. Whare the Group has retained contral, it shall
continue fo recognise the financial assat to the extent of its continuing involvement in the financial

assat.

Impairment

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or a group of financial assets is impaired. In the case of equity securities classified as
available for sale, a significant or prolonged decling in the fair value of the security below its cost is
considerad in determining whether the securilies are impaired. Significant decline is svaluated against
the original cost of the financial asset and prolonged against the period in which fair value has baen balow
its original cost. If any such evidence exists for financial assels available for sale, the cumulative loss —
measured as the difference between the acquisition cost and the current fair value, less any impairment
loss on that financial assst previously recognized in profit or loss — is removed from other comprehensive
income and recognized in the consolidated statsment of profit or loss. Impairment losses recognized in
the consolidated statement of profit or loss on available for sale equity instruments are nol reversed
through the consolidated stafement of profit or loss. For debt securitiss, object evidence of impairment
include significant financial difficully of the issuer or counterparty, breach of confract, such as default ar
delinquency in inferest and principal payments, it becoming probable that the barrower will enter
bankrupicy or financial reorganization or the disappearance of an active market for the financial asset.
The amount of the provision is the difference between the asset's carrying amount and the present value
of estimated fulure cash flows, discounted at the original effective interest rate. Impairment losses
recognized for available for sale debt instruments are reversed through the consolidated statement of
profit or loss if the increase in fair valus can be objectively related to an event occurring after the
impairment loss was praviously racognized.

= Financial liabilities:

T

Accounts payvable

Accaunts payable include trade and other payables. Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of business from suppliers. Trade payables are
recoanized initially at fair value and subsequently measured at amortized cost using the effective interest
mathod, Accounts payable ara classified as current liabilitiss if payment is due within one year or less (or
in the normal operating cycle of the business if longer). If not, they are presented as nan - current liahilities.

Financa legse pavables

Finance lease payables represent amounts payable on a deferred settlement basis for ilems purchased
under financing cantracts. Finaneing contracts ars stated at the gross amount of the payable, net of
deferred expanses payable in the future. Financing contracts expenses are recognized when matured
on a time proportion basis using effective returns method.

A financial liability is derscogrised 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
differant terms, or the terms of an existing lability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new lizbility, and
the difference in the respective carrying amounts is recognised in the conselidated statement of profit or
loss.,
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d)

Inventories

Inventories are valued at the lower of cost or net realizable value after providing allowances for any obsolete or
slow moving items. Cost comprise direct materials , direct labor costs and those overheads that have been incurred
in bringing the inventaries fo their present location and condition. Cost is determined based on the weighted
averags basis.

In the case of manufactured inventories and work in progress, cost includes an appropriate share of production
averheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business less the costs of completion
and selling expenses. Write-down is made for absolete and slow-moving items based on their expectad future use
and net realizable value,

Investment properties

Invastment propertias comprise completed proparty, property under construction or re-development held to eam
rentals or for capital appreciation or both, Investment properties are initially measured at cost including purchase
price and transaction costs. Subsequent to initial recognition, investment properties are stated at their fair value at
the end of reporting pericd. Gains or losses arising from changes in the fair value of investment properties are
includad in the consolidated statement of profit or loss for the periad in which they arise.

Property interest that is held under an operating lease is classified and accounted for as investment proparty when
the property would otherwise meet the definition of an investmant property and the lessee uses the fair value
model. The operating lease is accounted for as if it were a finance lease.

Subsequent expenditure is capitalised to the asset's carrying amount only when itis probable that future econcmic
henefits associated with the expenditure will flow to the Group and the cost of the item can be measured reliably.
All other repairs and maintenance costs are expensed when incurred. When part of an investment property is
replaced, the carrying amount of the replaced part is derecognised.

Investment proparties are derecognized when either they have been disposed of or when the investmeant property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Gains or lozses
arising on the retirement or dispoesal of an investment property are recognized in the consolidated statement of
profit or loss.

Transfers are made to investmant property when, and only when, there is a change in use, evidenced by the end
of owner occupation or commencement of an operating lease to another party. Transfers are made from investment
proparty when, and only when, there is a change in use, evidenced by commencement of owner occupation or
commencement of development with a view to sale.

If owner-cccupiad 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 in associates

Associates are those enterprises in which the Group has significant influence which is the power to participate in
the financial and operating policy decisions of the associate. The consolidated financial statements include the
Group's share of the results and assets and liabilities of associates under the equity methad of accounting from
the date that significant influence effectively commences until the date that significant influence effectively ceases,
excent when the investmant is classified as held for sale, in which case it is accouniad for under IFRS 5 "Mon-
current Assets Hald for Sale and Discontinued Operations”.

The Group recognizes in its consolidated statement of profit or loss for its share of resulis of operations of the
associate and in its other comprehensive income for its share of changes in other comprehensive income of
associate.
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g

Losses of an associate in excess of the Groun's interest in that associate (which includes any long-term inlerests
that, in substance, form part of the Group's netinvestment in the associate) are not recognized except to the extent
that the Group has an obligation or has made payments on behalf of the associate.

(3ains or losses arising from transactions with associates are sliminated against the investment in the associate to
the extent of the Group's intzrest in the associate,

Any excess of the cost of acquisition over the Group's share of the net fair value of the identifiable assets, liabilities
and contingant liabilities of the associate recegnized at the date of acquisition is recognized as goodwill. The
goodwill is included within the carrying amount of the investment in associates and is assessed for impairment a8
part of the investment. [f the cost of acquisition is lower than the Group's share of the net fair value of the identifizble
assets, liabilitizs and contingent liabilities, the difference is recognized immediately in the consalidated statement
of profit or loss.

Upon loss of significant influsnce over the associate, the Group measures and recognizes any refaining investment
at its fair value. Any difference between the carrying amount of the asscciate upon loss of significant influence and
the fair value of the retaining investment and proceeds from disposal is recegnizad in the consolidated statement
of profit or loss.

After the application of the equity method, the Group determines whether it is necessary to recognize impairment
loss on the Graup's investment in its associate. The Group determines at each reporting date whether there is any
objective evidence that the investmant in associate is impaired, [f this is the case, The Group calculates the amount
of impairment as the difference between the recoverable amount of the associate and its carrying value and
recognizes the amount in the consolidated statement of profit or loss.

Business combinations and Goodwill

a) Business Combinations
Businsss combinations are accounted for using the acquisition methed. The cost of an acquisition is measured
25 the aggraegate of the consideration transferred, measured at acquisition date fair value and the amount of
any non-controlling interests in the acquiree. For each business combination, the acquirer measures the nan-
controlling interests in the acquiree that are present ownership interests and entitle their holders o a
proportionata share of the assets in the event of liquidation either at fair value or at the propertionate share of
the acquires's identifizble net assets. Acquisition costs incurred are expensed.

\When the Group acquires a business, it assessas the financial assels and liabiiities assumed for appropriate
classification and designation in accordance with the coniractual terms, ecenomic circumstances and perfinent
conditions as at the acquisition date. This includes the separation of embadded derivatives in host contracts
by the acquiree.

I the business combination is achievad in stages, the fair value of the acquirer's previously held equity interest
in the acquiree is remaasured to fair value as at the acquisition date and the resulfing gain / loss is included
in the consolidated statement of profit or loss,

&ny contingent consideration to be transferred by the accuirer will he recognized at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be an assetor
liability will be racognized in accordance with |AS 38: Financial Instruments: Recognitian and IMeasurement.
If the contingznt consideration is classifisd as equity, it shall not be remeasured untit it is finally settled within
aquity.

If the initizl accounting for business combination is incomplete by the end of the reporting period in which the
combination accurs, the Group reports provisional amounts for the items for which the accounting in
incomplete. Those provisional amounts are adjusted during the measurement period, or additional assets or
liabilities are recognizad, to reflect new infarmation obtained abeut facts and circumstances that existed at the
acquisition date that, if known, would have affected the amounts recegnized at that date.
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b Goodwil
Goodwill represents the excess of the consideration transferred and the amount recognized for non -
controlling interest over the fair value of the identifiable assets, liabilities and contingent liabilities as at the
date of the acquisition. Goodwill is initially recognized as an asset at cost and is subsequently measured at
cost less any accumulated impairmant losses,

Where thare is an excess of the Group’s interest in the net fair value of acquiree’s identifiable assets, liabilities
and contingent lighilities over cost, the Group is required to reassess the identification and measurement of
the net identifizble assels and measurament of the cost of the acquisition and recognize immediately in the
consolidated statement of profit or lnss any excess remaining after that remeasurement.

For the purposs of impairment testing, goodwill is allocated to each of the Group's cash-generating units
expacied fo benefit from the synergies of the combination. Cash-generating units to which goodwill has been
allocated are tested for impairmeant annually, or more frequently when there is an indication that the unit may
ba impaired. If the recoverable amount of the cash-generating urit is less than the carrying amaount of the unit,
thee impairment loss is allocated first to reduce the carrying amaunt of any gocdwill allocated to the unit and
then to the other assets of the unit pro-rata on the basis of the carrying amount of each assel in the unit. An
impairmant loss recognized for goodwill is not reversad in a subsequent period.

\Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill asseciated with the operation disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation. Goodwill disposed of in this clrcumstance is
measured based on the relative values of the operation disposed of and the portion of the cash-ganarating
unit retained.

The Group's policy for goodwill arising on the acquisition of an associate is described under “Invesiment in
associates” in note 2 (f).

Property, plant and equipment

The initial cost of property, plant and equipment comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intendad use. Expenditures incurred after the property,
plant and squipment have been put into operation. such as repairs and maintenance and overhaul costs, are
normally charged to consolidated statement of profit or loss in the pariod in which the costs are incurred. In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in the future
zconamic benefits expected to be obtained from the use of an item of property, plant and equipment beyond its
originally assessed standard of performance, the expenditures are capitalized as an additional cost of property,
plant and equipment.

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. When
assets are sald or retired, thair cost and accumulated depreciation are eliminated from the accounts and any gain
ar loss resulfing from their disposal is included in the consolidated statement of prafit or loss. The carrying values
of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate
the carrying valus may not ba recoverable. 1f any such indication exists and whera the carrying values exceed the
sstimated recoverable amount, the assats are written down to their recoverable amaount, being the higher of their
fair value less costs to sell and their value in use,

Land is not depreciated. Depraciation is computed on a straight-line basis over the estimated useful lives of olher
property, plant and equipment as follows:

Years
Buildings 20
Tools 4 ~f
fachinary & equipmant 5-10
Transportation vehicles 510
Furniture and decoration 4-5
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The useful lile and depreciation methed are reviewed pericdically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from items of property, plant and
equipment.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benafits are
expected to arise from the continuad use of the assels.

Impairment of assets

At the end of each reparting period, the Group reviews the carrying amounts of its assels o determine whether
there is any indication that those assets have suifered an impairment loss. If any such indication exists, tha
recoverahle amaount of the asset is estimated in order fo determine the extent of the impairment loss (if any), Where
it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belangs.

Recoverable amount is the higher of the fair value less costs to sell and value in uss. In assessing value in use,
the estimated future cash flows are discountsd fo their present value using a discount rate that reflects current
market assessmenis of the time value of money and the risks specific to the asset.

I the recoverabla amount of an asset {or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amaunt of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss
is recognized immediately in the consolidated statement of profit or loss, unless the relevant asset iz carried at a
revalued amount, in which case the impairment loss is treated as a revaluafion decrease.

\Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating urnit) is
increased to the revised estimate of its recoverable amaount, but so that the increased carrying amaount does not
excead the carrying amount that would have bean determined had no impairment loss been racognized far the
asset {cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately in tha
consolidated statement of profit or loss, unless the relevant asset is carried at a revalued amount, in which case
the reversal of the impairment loss is treated as a revaluation increase.

End of ssrvice indemnity

Provision is made for amounts payable to employees under the Kuwaili Labor Law in the private sector and
employees' contracts. This liability, which is unfunded, represents the amount payable to each employee as a
result of inveluntary termination at the end of the reparting pericd and approximates the present value of the final
obligation.

Dividend distribution to shareholdars

The Group racognizes a liability to make cash and non-cash distributions 1o shareholders of the Parent Company
when the distribution is authorized and the distribution is no longer at the discretion of the Group. A distributian is
authorized when it is approvad by the shareholders of the Parent company at the Annual General Meeting. A
corrasponding amount is recognized direcily in equity.

Nor-cash distributions are measured at the fair value of the assets fo be distributed with fair value re-measurement
racognized directly in equity. Upon distribution of non-cash assels, any difference between the carrying amount of
the liability and the carrying amount of the assels distributed is recognized in the stalement of profit or loss.

Distributions for the year that are approved after the reporiing date are disclosed as an event afier the date of
consolidated statement of financial position.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are
shown in equity as a deduction from the proceeds.
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m) Treasury shares

ny

o)

Treasury shares cansist of the Parent Company’s own shares that have been issued, subsequently reacquired by
the Group and not yet reissuad or cancsled. The treasury shares are accaunted for using the cost method. Under
the cost method, the weighted average cost of the shares reacquired is charged to a confra equity account. When
the treasury shares are reissuad, gains are credited to a separate account in sharsholders’ aquity (treasury shares
reserve) which is not distributable. Any realized losses are charged to the same account to the extent of the credit
halance on that account. Any excass losses are charged to retained earnings, reserves and then share premium.

(Gains realized subsequently on the sale of freasury shares are first used to offset any recorded losses in the order
of reserves, retained eamings and the treasury shares reserve account. No cash dividends are paid on these
shares. The issue of honus shares increases the number of treasury shares proportionately and reduces the
average cost per share without affecting the tolal cost of treasury shares.

Whers any Group's company purchases the Parent Company's equify shars capital (treasury shares), the
consideration paid, including any directly attributable incremental costs is deducted from equity attributable to the
Parent Company's equity holders until the shares are cancelled or reissued. Where such shares are subsequently
reissuad, any consideration racaived, net of any directly atfributable incremental transaction costs, is included in
equity atiributable to the Parent Company's shareholders.

Other Reserve
Otther reserve is used to record the effect of changes in ownership interest in subsidiaries, without loss of control.

Revenua recagnition

Revenus comprises the fair value of the consideration received or receivable for the sale of goods and services in
the ordinary course of the Group's activities. Revenue is shown net of refurns, rebates and discounts and after
gliminating sales within the Group.

The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable that futurs
sconomic benefits will flow to the entity and specific criteria have been met for each of the Group’s activities as
described below. The amount of revenue is not considerad to be reliably measurable until all contingencies relating
to the sale have been resclved. The Group bases its estimates on historical results, taking into consideration the
type of customer, the type of transaction and the specifics of each arrangement.

Sale of goods
Sales represent the total invoiced value of goods soid during the year. Revenue from sale of goods is racognized
when significant risks and rewards of cwnership of goods are transferred fo the buyer.

Transportation contracts

Revenus fram transportation contract is recognized in accordance with the percentage of completion method of
accounting measured by reference to the percentage that actual costs incurred to date bear to total estimated
cosis for each contract,

Interest income
Interest income is recognized using the effective interest method.

Dividend income
Dividend income is racognized when the right to receive payment is established.

Rent
Rental income is recognized, when eamnad, on a time apporticnment basis,

Gain on sale of investmentis

Gain on sale of investmeants is measured by the difference between the sale proceeds and the carrying amount of
the investment at the date of disposal, and is recognized &t the time of the sale.

"
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Other income and expenses
Other income and expenses are recognized on an accrual basis .

Provisions

A provision is racognized when the Group has a present legal or constructive obligation as a result of a past svent
and itis probable that an outflow of resources embodying ecenomic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amaount of the obligation. Provisions are reviswed at each reparting
period and adjusted to reflact the current best estimate. Where the effect of the time value of money is material,
the amaunt of a provision is the present value of the expenditures expected to be required to settle the obligation.
Pravisions are not recognized for future operating losses.

Finance costs

Finance costs directly attributable to the acquisition, construction or production of qualifying assels, 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, untl such time as the assets are substantially ready for their intended use or sale.
Investmant income eamed on the temparary investment of specific financing pending their expenditure on
qualifying assets is deducted from the Finance cosis eligible for capitalization. All other Finance cosls are
recognized in consolidated statement of profit ar loss in the period in which they are incurred. Finance costs consist
of interest and other costs that an entity incurs in cannection with the barrowing funds.

Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. All other leases are classified as finance leases.

The detsrmination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
and reguires an assessment of whether the fulfillment of the arrangement is dependent on the use of a specific
asset or assets and the arrangement conveys a right to use the assat.

{i} Finance lease:
a) The Group as lessee

Lssets held under finance |leases are recognized a3 assats of the Group at their fair value at the inception
of the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability
ta the lessor is included in the consolidated statement of financial position as a finance lzase obligaticn.
Lease payments are apporfioned batween finance charges and reduction of the lease cbligaticn so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
to the consolidated statement of profit ar loss, unless they are directly attributable o qualifying assets, in
which case they are capitalized in accordance with the Group's general policy on borrowing costs.

(ii} Operating lease:
a) The Group as lessor
Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
laase, |nitial direct costs incurred in negotisting and arranging an operating lease are added i the camying
amount of the leased asset and recognized on a straight-line basis over the lease term.

bl The Group as lessee
Rentals payahle under operating leases are charged to the consolidated statement of profit or loss an 2
straight-line basis over the term of the relevant lease. Benefits received and recelvable as an incentive lo
anter into 2n aperating lease are also spread on a straight-line basis over the lease term.

Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS)

Contribution to Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the profit of the Parent
Company before contribution to Kuwait Foundation for Advancement of Science {(KFAS), contribution to National
Labor Support Tax (NLST), Zakat and Board of Director's remuneration, and after deducting its share af income
from Kuwait shareholding subsidiaries and associates and transfer to statutory reserve.
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National Labor Support Tax (NLST)

National Labor Support Tax is calculated at 2.5% on the profit of the Parent Company before contribution to Kuwait
Foundation for Advancemant of Science (KFAS), contribution to National Labor Support Tax (NLST), Zakat and
Board of Directar's remuneration after deducting its share of profit from listed associates & un-consclidated
subsidiaries subject o the same law, also its share of NLST paid by listed subsidiaries subject to the same law
and cash dividends received from listed companies subject to the same law in accordance with law No. 19 for year
2000 and Ministerial resolution No. 24 for year 2006 and their executive regulations.

Contribution to Zakat

Contribution to Zakat is calculated at 1% of the profit of the Parent Company before contributions to Kuwait
Foundation for Advancement of Science (KFAS), National Labor Support Tax (NLST), contribution to Zakat and
Board of Director's remuneration after deducting its share of profit from Kuwaiti shareholding associates & un-
consolidated subsidiarias subject to the same law, also its share of Zakat paid by Kuwaiti shareholding subsidiaries
subject to the same law and cash dividends recaived from Kuwaiti shareholding companies in accordance with law
No. 46 for yaar 2006 and Ministerial resolution No. 58 for year 2007 and their execufive regulations.

Foreign currancies

Foreign currency transactions are translated info Kuwaiti Dinars at rates of exchange prevailing on the date of the
fransactions. Monatary assels and liabiliies denominated in foreign currency at the end of reporiing period are
~atranslated into Kuwaiti Dinars at rates of exchange prevailing on that date. Mon-manetary items carried at fair
value that are denominated in foreign currencies are retranslated at the rates prevalling on the date when the fair
value was determined. Non-menetary items that are measured in terms of histerical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlament of manetary items, and on the retranslation of monetary items, are
included in consolidatad statement of profit or loss for the period. Translation differences on non-monetary items
such as equity investments which ars classified as investments at fair value through profit or loss are reported as
nart of the fair value gain or loss. Translation differences on non-manetary items such as aquity investments
Classified as investments avallable for sale are included in “cumulative changes in fair valug” in other
comprehensive income. Translation differences on monetary items such as debtinstruments classified as financial
assels available for sale are included in consolidated statement of profit or loss.

The assets and liabilities of the foreign subsidiaries are translated info Kuwaiti Dinars at rates of exchange
prevailing at the end of reporting peried. The resuis of the subsidiaries are translated into Kuwaiti Dinars at rales
approximating the exchange rates prevailing at the dates of the fransactions. Foreign exchange differences arising
on franslation are recognized directly in the consolidated statement of other comprehensive income. Such
franslation differences are recognized in the consclidated statement of profit or loss in the period in which the
foreign operation is disposed off.

Goodwill and fair value adjustments arising on the acquisition of a forsign entity are treated as assets and lizhilities
of the fareign entity and translated at the closing rate.

Contingencies

Contingent liahilities are not recognized in the financial statements unless it is probable as a result of past svents
that an cutflow of ecanamic resources will be required to satile a present, legal or constructive obligation; and the
amount can be reliably estimated. Else, they are disclosed unless the possibility of an outfiow of resources
embadying economic losses is remote.

Contingant assets are nat recognized in the financial statements but disclosed when an inflow of ecanamic bensfits
as a result of past events is probable.

23



MUBARRAD HOLDING COMPANY - K.5.C.P. AND ITS SUBSIDIARIES
(FORMERLY MUBARRAD TRANSPCORTATION COMPANY - K.5.C.P.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMEER 31, 2017

(Al amounts are in Kuwaiti Dinars)

x)

¥)

Segment reporting

A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenue and incurs costs. Operating segments are reported in @ manner consistent with the internal reporting
pravided to the chief operating decision-maker. The chief operating decision-maker is identified as the person
heing responsible for allocating resources, assessing performance and making strategic decisions regarding the
oparating segments.

Critical accounting estimates and judgments

The Group makes judgments, estimates and assumptions concerning the future. The preparation of consolidated
financial statements in conformity with International Financial Reperting Standards requires managemeant to make
judgments, estimates and assumptions that affect the reporied amounts of assats and lizbilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of
revenue and expenses during the year. Actual results could differ from the estimates.

a) Judaments

In the process of applying the Group's accounting policies which are described in note 2, management has
made the following judgments that have the most significant effect on the amounts recognized in the
consclidated financial statements.

(il Revenue Recognition
Revenue is recognized to the extent it is probable that the economic benefits will flow to the Group and the
ravenue can be reliably measured. The determination of whether the revenue recognition criteria as
specified under |AS 18 are met requires significant judgment.

(i) Classification of land
Upon acquisition of land, the Group classifies the land into one of the following categories, based on the
intention of the managemeant for the use of the land:

1) Properties under development:
When the intention of the Group is to develop land in order to sell it in the future, both the land and the
construction costs are classified as properties undar development,

21 Work in progress:
When the intention of the Group is to develop a land in order fo rent or to cccupy it in the future, both
the land and the construction costs are classified as work in prograss.

3} Properties held for trading:
When the intention of tha Group is to s2ll land in the ordinary course of business, the land are classified
as properties held for trading.

4)  Investment properties:
When the intention of the Group is to eam rentals from land ar ho'd land for capital appreciation or if
the intention is not determined for land, the land is classified as investment propsrty.

the Group classifies the land as investment properties when the intention of the Group is to eam rentals
fram land or hold land for capital appreciation or if the intention is not determined.

{iii) Provision for doubtiul debts and inventories
The determination of the recoverability of the amount due from customers and the marketability of the
inventory and the factors determining the impairment of the receivable and inventory involve significant
judgment,
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(i) Classification of financizl sssels

On acquisition of & financial asset, the Group decides whether it should be classified as "at fair valug
through profit or loss”, "available for sale™ or “held to maturity”. The Company follows the guidance of IAS
39 on classifying its financial assets.

The Group classifies financial assets as “at fair value through profit or loss” if thay are acquired primarily
for the purpose of shart term profit making or if they are designated at fair value through profit or loss at
inception, provided their fair values can be reliably estimated. The Group classifies financial asssls as
*held to maturity” if the Group has the positive intention and ability to hold to maturity. Al other financial
assets are classified as "avallable for sale’,

{v) Impairment of financial assets

The Group follows the guidance of 1AS 39 to determing when an available-for-sale equity instrumants is
impaired. This determination requires significant judgment. In making this judgment, the group evaluates,
amang ather factors, a significant or prolonged decline in the fair value below its cost; and the financial
health of and short term business outlook for the investee, including factors such as industry and sector
performance, changes in technelogy and operational and financing cash flow. The determination of what
is "significant” or "prolonged” requires significant judgment.

{vi)Businass combinations

o
(il

At the time of Group’s acquisition to subsidiaries, the Group considers whether the acquisition represents
the acquisition of & business or of an asset (or 2 group of assets and liabilities). The Group accounts for
an acquisition a3 2 business combination where an integrated set of activilies is acquired in addition to the
assets. More spacifically, consideration is made fo the extent of which significant processes are acquired.
The significance of processes requires significant judgment.

Whera the acquisition of subsidiaries does not represent a business, it is accounted for as an acquisition
of an asset (or a group of assets and liabilities). The cost of acquisition is allocated o the assels and
liahilities acquirad based on their relative fair values, and no goodwill or deferred tax is recognized.

| Taxes

The Groun is subject to income taxes in numerous jurisdictions. Significant judgment is required in
determining the provision for income taxes. There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ardinary course of busingss,

{viil) Control assessmant

When determining contral over an investee, management considers whether the Group has a 'de facto’
pawer fo control an invastes if it holds less than 50% of the investee's vating rights. The assessment of

the investee’s ralevant activities and the ahility to uss the Group's power o affect the invesise's variable
refums requires significant judgment.

Estimates and assumptions:

The key assumptions conceming the future and ather key sources of estimating uncertainty at the end of the
reparting period that have a significant risk of causing a material adjustment to the carrying amaourts of assets
and liabilities within the next financial year are discussed below:

i)

Fair value of unguoted financial assets

If the market for & financial asset is not active or not available, the Group ssiablishes fair value by using
valuation tachniques which include the use of recent arm's length transactions, reference to other
instruments that are substantizlly the same, discounted cash flow analysis, and opticn pricing modsls
refinad io reflact the issuar's specific circurmnstances. This valuation requires the Group to make estimatss
about expacied future cash flows and discount rates that are subject to uncerlainty.
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{ii) Impairment of Goodwill
The Group determines whether goodwill is impaired atleast on an annual basis. This requires an estimation
of the "value in use” of the assel or the cash-generating unit to which the goodwill is allocated. Estimating
a value in use requires the Group fo make an estimate of the expected future cash-flows from the asset or
the cash-generating unit and also choose an appropriate discount rate in order to calculate the present-
value of the cash-flows.

(i) Provision for doubtiul debts and inventories

The extent of provision for doubtiul debts and inventories involves estimation process. Provision for
doubiful debis is made when there is an objective evidence that the Group will not be able to collect the
debts. Bad debts are written off when identified. The carrying cost of inventories is writien down to their
nel realizable value when the inventaries are damaged or become wholly or parily obsolete or their selling
srices have declined. The benchmarks for determining the amount of provision or write-down include
ageing analysis, technical assessment and subsequent events. The provisions and write-down of accounts
receivahle and inventory are subject to management approval.

{iv) Valuaticn of investment properties
The Graup carries its investment properties at fair value, with change in fair values being recognized in the
consolidated statement of profit or loss. Three main methods were used (o determine the fair value of the

Investment proparties:

(a) Formula based discounted cash flow is based on a series of projected free cash flows supported by
the terms of any existing lease and other contracts and discounted at a rate that reflects the risk of the
assel,

(b) Income approach, where the property’s valug is estimated based on the its income produced, and is
computed by dividing the property's net operating income by the expected rate of refum on the
nroperty in the market, known as ‘Capitalization Rate’.

(¢} Comparative analysis is based on the assessment made by an independent real estate appraiser
using values of actual deals transacted recently by other parties for properties in a similar location and
condition, and hasad on the knowledge and experience of the real estate appraiser.

{v) Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amaunt, which is the higher of its fair value less costs fo sell and its valug in use. The fair value less costs
to sell calculation is based on available data from binding sales fransactions in an arm's langth transaction
of similar assets or observahle market prices less incremental costs for disposing of the asset. The value
in use calculation is based on a discounted cash flow model. The cash flows are derived from the budget
for the next five years and do not include restructuring activities that the Group is not yet committed to or
significant future investments that will enhance the asset's performance of the cash generating unit being
tested. The recoverable amount is most sensitive to the discount rate used for the discounted cash flow
model as well as the expeciad fulure cash inflows and the growth rate used for extrapolation purposes,

3. Cash and cash equivalents

2017 ) 2016
Cash on hand and af banks 1,265,122 1,430,086
Short term hank deposits 875,000 -
2,140,122 1,430,086

The effective rate of return on short term bank deposit is 1.75% (2018: Nil) per annum; this depasit has an average
contractual maturity of 31 days.

4, Investment deposiis
The effective rate of return on investment deposits is 2.7% (2016; 2.25%) per annum. Those deposits have an average
maturity range of 94 to 187 days (2016 188 days).
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5.

o

Accounts receivable and other debit balances

w2018
Trade receivables (a) 2,237,516 2,361,799
Less: provision for doubtiul debis {b) ) (1,569,149) {1,736,320)
668,367 G25,479
Staff receivables 59,287 KYITE
Lass: provision for doubtiul debts (6,618) {6,618
52,669 31,08
Other receivables (o) 1,262,466 .
Advance payments to suppliers 68,744 45,966
Prepaid expenses 45,468 50,103
Accrued income 21,045 12,902
Refundable deposits 51,950 55,507
Cheques under collection 38,505 26,257
2209214 847,272

(&)

bl

)

()

Trade receivables:
Trade receivablas are non-interest bearing and ars ganerally dug within 90 days. The aging analysis of these trade
receivables is as follows:

MWeither past

due nor
imparied Past due but not impaired
Less than 90 91 - 180 181 - 363 Mera than
i days days _days  oneyear Impaired Total
2017 478 583 100,360 89,424 . 1,569,149 2,237 518
201 2496 952 229,520 659 600 29,277 1,738,320 2,361,799

&5 of December 31, 2017, trade receivables amounting to KD 189,784 (2016 - KD 328,497) were past due but not
impaired. These relate to & number of independent customers for whom thera is no recent history of default.

Provision for doubtful debts:
The movement on the provision for doubtful debis is as follows:

2017 2016
Balance at the beginning of tha year 1,736,320 1,929,873
Charge for the year 21,978 -
Utilized during the year (172,189} (123,401)
Pravision no longer required ) {16,960) (69,852
Balance at the end of the year - 1,569,148 1,736,320

Other receivables include an amount of KD 1,250,888 represents the Parent Company's share in the excluded
assats of the disposed associate, which were waived for its benefit at the date of disposal of the associate and
currently in the process of being transferred to itz name. pursuant to the sale agreement as disclosed in Note 9.

Eelated narlies disclosures

The Group has entered info various transactions with related parties, Le. shareholders, board of directors, key
management personnel, associates entities under common contral and other related parties. Prices and terms of
nayment are to be approved by the Group's management. Significant related party transactions and balances are as
follows:
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Balances included in the consoclidated statement of financial position

Majar Cther related Total
__Shareholders parties 2017 2016 ]
Due from a related party - - 15,000
Investment property (real estate
portfolio managed by a related party) 2,351,000 2,351,000 2,450,000
Invesiments available for sale 139,880 150,000 289,880 350,000
Dus to a related party 700 700 700
Transactions included in the consolidated statement of profit or loss
Iajor Other related Total
_ Shareholders parties 2017 2016
Rental ravenues - 58,000 58,000 A0,000
Rental costs 4,886 4,886 4,917
Compensation to key management personnel 2017 2016
Shart term benefits 108,383 03.945
End of service henafits 10,760 6,799
Board of Directors’ remuneration 30,000 30,000
149,143 130744
7. Inventories
2017 2006
Raw matarials - spare parls 1,014,984 1,002,219
Wark in progress 78,553 50,895
1,093,537 1,053,114
Less: provision for obsolete and slow maving items (330,533) (330,533)
763,004 722,581
8. Financial assets avallablz for sale
2017 2016
Quoted:
Equity securities 4,988 49233
Total 4,988 49,233
Unguotad:
Equity securities 334,691 241,001
Investment portfolios and funds 662,421 985,087
Total M2 1006088
1,002,100 1,475,321
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Movement during the year was as follows:

2017 2016
Balance at the beginning of tha year 1,275,321 1400755
Additions {MNote 8) 135,930 -
Disposals (210,458) {60,956)
Changes in fair valus (498) 36,394
Revarsal of cumulative changes in fair value due to impairmant loss - (22 438)
Impairment loss (198,195) (78.438)
Balance at the end of the year 1,002,100 1275321

As at December 31, 2017 investment porifolios for carrying value of KD 139,880 (2016 - KD 200,000} are managed by
a related parly.

It was not possible fo reliably measurs the fair value of unquoted securities amounting to KD 334,591 (2016: KD
241,001) due to non-availability of a reliable methed that could be used o determine the fair value of such financial
assets. Accordingly, they were stated at their cost less impairment losses as follows:

Investments available for sale are denominated in the following currencies:

01 06
Kuwaiti Dinar 361,005 290,234
Omani Riyal 501,215 785,087
Egyotian Pound 118,966 200,000
LUAE Dirhams _ 20,914 _
1,002,100 1,275,321
Investment in associates
The investment in associates consists of the following:
_ Percaniags of cwnership Arrunl
Coundry of Frincipel
Mamz of the sssociates incorpasation sutiifiss 1 N 1 < M | ) _MME
Oman Inegral Logistics Ce. - Sullanaie of Logishc
G566 Crman services 0%, 5% 3815271 3TET M
Inauetrial
Inshaa Halging Co. - K.2.C. (Holding) St of Kuvait Fciivity - 25.03% . 336,083
__ 3815271 7,073,754
IMovamant during the year is as follows:
207 2016
Balance at the beginning of the year 7,073,164 B.453 830
Disposal of associate {3,346,083) =
Group's share of resulls from associates 138,432 745088
Group's share of associates’ other comprahensive income - 45 856
Cash dividend recelved from associates . {200,224
Foreign currency translation adjustments (50.242) 28514
Balance at the and of the year 3,815,271 7,073,164

The Group's share in contingent liabilities of the associates as of December 31, 2017 amounted to KD 11,573 (2016:
KD 55,045,
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During the year ended December 31, 2017, as par the Parent Company’s Board of Directors’ minutes of meeting held
on March 9, 2017 and a sale agreement signad on March 12, 2017, the Parent Company sold its entire investment in
Insha'a Holding Company - K.S.C. {Holding) for a total amount of KD 5,056,015, of which KD 3,267,708 cash
consideration and KD 1,788,302 represents the value of certain assets excluded from the sale deal of the disposad
entity, of which KD 135,930 were transferred to the Farent Company’s name and have been classified as available for
sale investments {Mote &), and KD 401,491 the value of certain assats of the disposed entily sold for the benefit of the
Parent Company and were received in cash, and KD 1,250,888 represents the value of the remaining excluded assets,
currently in the procass of being fransierred to the Parent Company's name and therefore have been classified within
receivables at the consolidated financial statements dafe (nofe 5c). The sale deal resulied in a gain of KD 1,662 922,
calculatad as follows:

KD

Cash consideration 3,267 706
Cash received from the excluded assets 401,491
Tofal cash received 3663 197
Accounts receivable and othar debit balances (Note 5) 1,250,888
Financial a5sats available for zale (Mote 8) 135,830
Total s2lling amaunt 5,056,015
Less: consultancy and commission expeanses BT
Less amount transferred from consolidated statement of other comprehensive income o

consolidated statemant of profit or loss upon sale of investment in associate (38,840)
Less: net book valus of the investment at date of giving-up significant influence 13,345,083
Gain on sale 1,662,922
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10, Investiment properies

At January 1, 2015
Ldditions
Change in fair value

Foreign currency translation adjustments

At December 31, 2016
transfers
Change in fair value

Foreign currency translation adjustments

At December 31, 2017

Commercial

Vacantland complexes Total
3,050,000 7,638,130 10,689,150
- 12,920 12,920
1,583,530 1,583,530
= (3,576,498) (3,676,498)
3,050,000 5,558,102 8,609,102

(3,050,000} 3,080,000 -
3 (394,945 (394,546)
134 847 134 847
8,340,003 8,349,003

Management of the Group has complisd with the Executive Regulations of Capital Markets Authority with respect to
guidelines for valuation of investment properties.

The fair value of investment properties is based on valuations performed by accredited independent valuation experts

using recognized valuation techniques and principles.

In estimating the fair value of investment properties, the Group had used the valuation techniques listed in the following
schedule, and had considerad the nature and usage of the investment properties.

2017 =
Clasz of the
investment property _ Valuation technique Level 2 Level 3 Total
Market salas
Caommarcial complexs comparison 5,998,003 5,998,003
Discounted cash
Commercial complex flows - 2,351,000 2,351,000
Total _5998,003 2,351,000 8,349,003
e 2016 B
Class of the
investment property Valuation technigue Level 2 Level 3 Total
IWarkel sales
Commercial complexs comparison 5558102 5,580,102
IMarket sales
Vacant land comparison 3,050,000 - 3,060,000
Total 8,509,102 8,609,102

A of December 31, 2017, certain investment properties of fair value KD 5,998,003 (2016; KD 6,139,102) acquired
through a finance lease agreements, are registered under the name of local bank and a foreign finance institution,

until the settlement of the contractual payments as disclosed in Note (12).

Investment properiies include a property for an amount of KD 2,351,000 (2018 - KD 2,450,000) managed by &

related party.

Certain investment properties are constructed on lands leased from Public Authority for Industry in the Siate of
Kuwait for five years ending during 2018 and 2021 and are renewable for similar periods.
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12. Finance lzase payables

14.

2017 2018
Grogs amount of finance lease payables 2,066,058 3.502775
Less: unamaortized future finance charges {222,753) (328,238)
Presaent value of finance leass payablas 2,743,305 3174 537
Analyzed as:
2017 2016
Current portion 1,830,090 1,827,778
Non-current portion 913,215 1,246,759
Total present value of financial lease payables 2,743,305 3,174,537

The Parent Company renewed a lease agreement containing a bargain purchase option with a local bank, to finance
the purchase of a right of utilization of an industrial plot, located at third Shuwaikh Indusirial Area, Block (D}, Plat No.
(165), for a single rental annual payment due on April 30, 2018 with a bargain purchase option upon the complete
sattlement of the contractual payments. The leased asset is registered under the name of the financing bank until the
settlement of the contractual payments (Note 10).

On November 8, 2015 the Subsidiary Company Takatof Real Estate Co. E.5.C. entered into a finance lease agreement,
with a foreign financial institution, to finance the purchase of a land and an administrative building censtructed thereon,
the land is located at New Cairo City - Block No. 211, Second Sector, Arab Republic of Egypt, for 21 quarterly lease
payments, the latest is due on November 15, 2020 with a bargain purchase option after completing all cantractual
paymenis. The leasad asset is registered under the name of foreign financial institution until the settlement of the
cantractual payments (Note 10). The finance lease agreement carries annual interest rate at 7.727% plus LIBOR rate.

. Accounts payahle and other credit halances

2017 - 2018

Trade payables (a) 84,657 240,723
Staff payables 2,263 1,678
Aedvances from customears 220,096 16,315
Acorued expenses 189,014 171,608
Loorued staff leave 147,373 12281
Dividends payable 134,847 518,211
Deposits for others 47,918 10,145
KFAS payable 17,413 7476
WLET payable 48,062 29,205
Zakat payahle 19,286 9,829
Board of directors’ remunsration payable 30,000 30,000
Others 156,523 49,668

1,007,452 1,208,569

{a) Trade payables are non-interest bearing and are normally setiled on average period of 80 days

Frovizsion for end of service indemnity

2017 2016
Balance at beginning of the year 318,081 288,240
Charge for the year 57,659 549 486
Paid during the year (5.864)  (39.645)
Balance at end of the year 369,876 318,081
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15.

=

o

i

185.

18,

20.

Capital

Autharized, issued and paid up capital consists of 163,692,769 shares of 100 fils each amounting to KD 16,369,277
(?015-162,592 769 shares of 100 fils each amounting to KD 16,359,277) and all shares are in cash and in kind {Cash
amountad to KD 13,096,328 and in kind amounted to KD 3,272,948).

Statutory reserve

As required by the Companies Law and the Parent Company's Articles of Association, 10% of the profit for the year
attributable to equity holders of the Parent Company before contribution to Kuwait Foundation for the Advancement of
Sciences (KFAS), Mational Labor Support Tax (NLST), to Zakat and Board of Directors' remuneration is fransferred to
statutory raserve. The Parent Company may resolve to discontinue such annual transfers when the reserve equals
50% of the capital. This reserve is not available for distribution except in cases stipulated by Law and the Parent
Company's Articles of Association.

\oluntary resenve

As required by the Parent Company's Articles of Association, a percentage of the profit for the year aftributable to equity
halders of the Parent Company before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration is
transfarred to the voluntary reserve. Such annual transfers may be discontinued by a resolution of the shareholders'
General Assembly upon recommendation by the Board of Directors. The Board of directors did not propose any
percentage o be transferred to voluntary reserve. Hence, no transfer was made to the voluntary reserve.

General and adminisirative sexpenses

2017 2018
Ztaff costs 857,187 492 495
Rant 12,270 11,570
Others 163,893 156,106
733,350 660,172

Basic and diluted earnings per share aftributable (o Shareholders of the Parent Company

Basic earnings per shars is calculated by dividing the profit for the year atiributable to sharehalders of the Parent
Company by the weighted average number of ordinary shares outstanding during the year. There are no potential
dilutive ordinary shares. The information necessary lo calculate the basic eamings per shara based on the weighted
average number of outstanding shares during the year is as follows:

2017 2018
Profit for the yaar attributable to Shareholders of the Parent Company 1,844,009 1,267.358
~ Shares Shares
MNumbzr of gutstanding shares _163,692789 1636927489
Fils . Fis
Basic and diluted eamings per share attributable to Sharsholders of the
Parant Company AL .. .74

Proposed cash dividends recommendalion by the Board of Directors

The Board of Direciors' meeting held on March 1, 2018 recommend cash dividends of 5 fils per share, for & fotal
distribution of KD 818,464 for the year ended December 31, 2017. This recommendation is subject to the approval of
the Ordinary Shareholders’ Annual General Assembly of the Parent Company.

The Shareholders’ Ordinary Annual General Assembly meeting held on April 19, 2017 approved the distribution of cash
dividends of 5 fils per share, for a total distribution of KD 818,464 for the year ended December 31, 2015 (KD 815 464
for the year ended December 31, 2015).

(%)
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21.

23

Board of Directors' remuneration

The Board of Directors' meeting held on March 1, 2018 has proposed an amount of KD 30,000 as remuneration to
board members for the year ended Decamber 31, 2017. This remuneration is subject to the approval of Parent
Company shareholders’ Ordinary General Assembly upon ils session.

The Baoard of Directors' remuneration for the comparative year amounted to KD 30,000 was approved by Shareholders
ardinary general assembly held on April 19, 2017,

. Legal cases

There are certain lawsuits raised by / against the Group, the results of which cannot be assessed till being finally cleared
by the court. In the apinion of the Group’s management and legal counsel, there will be no material adverse impact on
the Group consclidated financial statements, and hence, no additional provisions were recorded in the Group's records
due 1o the sufficizncy of the currently recorded provisions for those claims as of the reporting date.

Financial risk management

In the normal course of business, the Group uses primary financial instruments such as cash and cash equivalents,
investmant deposits, accounts receivable, due from related parly, financial assets available for sale, finance lease
payables, payables and due to related party and as aresult, is exposed to the risks indicated below, The Group currently
does nat use derivative financial instruments to manage its exposure to these risks.

Interest rate risk:

Financial instruments are subject fo the risk of changes in value due to changes in the level of interest for its financial
assets liabilities carrying floating interest rates. The effective intarest rates and the periods in which interest bearnng
financial assets and liabilities are reprised or mature arz indicated in the respective notes.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables
neld constant, on the Group's profit through the impact of interest rate change.

: 2017
Increase [Decreass) in Deposits balances on Effect on conselidated
interestrate December 31, statement of profit or loss
Investment deposits +0.5% 4,000,000 20,000
- ?C1 ﬁ - s - —
norease (Decrease) in Dieposits balances on Effact on consolidated
nterestrate Cecember 31, statement of profit or loss
Invastment deposiis =0.5% 1,650,000 8,250

Credit risk:

Credit risk is the risk that ene party to a financial instrument will fail to discharge an obligation causing the other party
to incur a financial loss. Financial assets which potentially subject the Group to credit risk consist principally of cash
and cash equivalents, investment deposits, accounts receivable and due from related party. The Group's cash at banks
and investment deposits are placed with high credit rating financial institutions. Recelvables are presented net of
zllowance for doubtful debts. Credit risk with respect to receivables is limited due to the large number of customers and
their dispersion across different industries.

The Group’s maximum exposure arising from default of the counter-party is limited to the carrying amount of cash at
hanks, short-term deposits, investment deposits receivables and due from related party,




I LTS al i v i

Egyplian Pound

Omani Riyal

U3 Dollar

Arab Emirates Dirham
Total

Egyptian Pound

Crmani Riyal

1JS Dollar

Arab Erniratas Dirham
Total

Liquidity risk:

2017

Increase | (Decrease)

Effect on
consolidated statemeant of

Effect on consolidated
other comprehensive

against Kuwaiti Dinar profitorloss incoms
£ 5.00% 734 104,849
= 5.00% - +32,532
= 5.00% £1,025 .
+ 5.00% ) i 1,760
+1,759 139,141
2018
Effact on Eifect on consolidated
Increase | {Decreases| consolidated statement of othar comprahensive
against Kuwaiti Dinar profit or loss incoma
=5.00% +1,169 +B9.479
= 5.00% - 41,419
= 5.00% 1855 2
= 5.00% : - - -
2,034 +130,898

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with
financial instrumants. To manage this risk, the Group periodically assesses the financial viability of customers and
invests in bank deposits or other investmeants that ars readily realizable, along with planring and managing the Group's
farecasted cash flows by maintaining adequate cash reverse, mainfaining valid and available credit lines with banks,
and matching the maturity profiles of financial assets and liabilitiss.

Maturity table of financial liabilities

Finance lease payables

Apcounis payable and other credit balances

Due to a related party
Total

Finance lzase payables

Accounts payable and other cradit balances

Cue to related party
Total

) 2017

3-12 months _ 1-5years Total ]
1,830,080 913,215 2,743,305
1,097,452 - 1,087,452

e : : _700

2,928,242 913,215 3,841,457
. 2016

3-12 months 1-5years Tatal
1,827,778 1,246,759 3,174,537
1,208,669 - 1,208,669
700 - - 700
3,137,147 1,246,753 4,383,908
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24,

Equity price risk:

Equity price risk is the risk that fair values of equitizs instruments decrease as the result of changes in lsvel of squity
indices and the value of individual stocks. The equity price risk exposure arises from the Group investment in equity
securities classified as available for sale. Te manage such risks, the Group diversifies its investments in different sectors
within its investment porifolio.

Fair value measurement
The Groun measuras financial assets available for sals and non-financial assets such as invesiment properties at fair
value at 2ach reporiing date,

Fair valua is the price that would be received to sell an assel or paid to transfer a liability in an orderly transaction
betwaan market participants at the measurement date. The fair value measurement is based on the presumption that
tha transaction o s2ll the asset or fransfer the liability takes place either;

+  In the principal market for the asset or liability.
+  In the absence of a principal market, in the most advantageous market for the asset or liability

Al assets and liabilities for which fair valuz is measured or disclosed in the financial statements are categarised within
the fair value hierarchy, described as follows, based on the lowsst level input that is significant fo the fair value
measurement as a whale:

Level 1: Quoted (unadjusted) market prices in active markets for identical assels or lighilitiss.

Level 2: Valuation techniguas for which the lowest level input that is significant to the fair value measurement is
directly or indirectly chservable.

Lavel 3 Valuation techniques for which the lowest level input that is significant to the fair value measurament is
unobservable.

The foliowing table shows an analysis of items recorded at fair valua by level of the fair value hierarchy:

2017
Level 1  Level2 Total
Financial assets available for sale 4,988 662421 667,409
2018
_ levelt Lewval 2 Total
Financial assets availabla for sale 49233 885,087 1,034,320

At December 31, the fair values of financial insfruments approximate their carrying amounis, with the excaption of
cartain financial assets available for sale camiad at cost as indicafed in Motz (8). The management of the Group has
assessad that fair value of its financial assets and liabilities approximate their carrying amounts largsly due to the short-
term maturifies of these instrumants.

During the year, there ware na transfers between Levels of fair value hisrarchy.
For assets and liabilitizs that are recognized in the financial statements on a recurring basis, the Group determines
whather transfers have oocurred between Levels in the hizrarchy by re-assessing categorization based on the lowest

level input that is significant to the fair value measurement as a whole at the end of sach reporting period.

The fair value details of invesiment properties are disclosed in note {10).
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Capital risk management

The Group's chjsctives when managing capital resources ars to safeguard the Group 's ability to continue as & going
concern in arder fo provide returns for shareholders and benefits for other stakehalders and fo mainiain an optimal
capital resources structure to reduce the cost of capital. In order to maintain or adjust the capital resources structure,
the Group may adjust the amount of dividends paid to sharehalders, return paid up capital to shareholders, issue new
shares, sell assets to reduce debt, repay loans or abtain additional laans.

Caonsistent with others in the industry, the Group monitors capital an the basis of the gearing ratic. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as tofal borrowings less cash and cash eguivalents. Total
capital is calculated as equity as shown in the consolidated statement of financial position plus net debt.

. Segmentinformation

The Group activities are represented in transporiation and leasing activity, investment activity and auto body industry
activity.

For management purposas, the groun has the following strafegic divisions as reportable operating ssgments, which
are summarized as follows:

Transpartaticn, leasing and maintznance segment: represents goods fransport, leasing and charter mesans of
fransportation and maintenance of others' vehicles.

Auto body industry segment: represents vehicles' body manufacturing, importing, marketing and expariing.
Investment segment: reprasents investments availablz for sale and invesiment propertiss.

A, Segment analysis by activities
Thera are fransactions between activities, These segments represent the basis by which the Group presenis its
main operations, as follows:

o w7
Transportation, Wehicles body
lezsing and manufacturing Investment
maintenance segment segment segment Total
Total revenues 835,844 1,429,620 3,137,466 3,002,530
Total costs i726,082) i1,288,007) i1.635.315) 5,653,404
rrofit for the year 209,762 141,513 1,488,151 1,849,526
Transportation,
leasing and Vehicles body
maintenance imanufactusing Investment
segment segmant seqgment Eliminations Total
Segment assets 3,151,400 2,313,237 26,020,617 I7.747,263) 23,937 989
Segment liabilities (238,236)  (690,955) (5,197,938) 1,915,805 {4,211,333)
216
Transparation, l2asing Vehiclas body
and mainienance manufaciuring
senment segment Investiment seoment Toal
Tolal revenues 945,636 1,092,753 3,303,881 5,343 280
Total cosls {508,580 (1,003,123 [2.456,512) 4088 212
Frofil for the year 337 056 59 633 547 378 1,974,068
Tranapariation,
lezsing and Wiehicles Dody
mairtenancs mznufsciuring Irvesiment
segment  segment segmant Eliminations Total
Segmeni assets 285278 2.217.403 25,260,132 5,298 385) 23,333,871
Sagment liahilifies 210478 _(4BS74)  (6915622) 1910855 {4.701937)
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B. Geographical segments
The group has allocated its assets among the following reportable gecgraphic segments:

2017 -
Adjusting
State of Kuwait and
and GCC Total Elimination
countries Africa Segments Operations Total
Total revenues 5,764,313 462,329 6,226,642 {723,712) 3,502,930
Segment assets '28,313,184 3,367,070 31,685,254 (7,747,265) 23,937,989
2016 _
Adjusting
State of Kuwait and
and GCC Total Elimination
countries Africa Segments Operations Total
Total revenues 4 167,108 1,914,452 6,081,560 (739,280 5,342 280
Segment assefs 27,160,986 3,169,270 30,330,256 {6,996 385) 23,333 871
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