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NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

for the year ended December 31, 2016 (Al amounts are in Kuwaitl Dinars)

At December 31, the fair values of financial instruments approximate thelr carrying amounts, with the exception of certain
financlal assets available for sale carried at cost as indicated in Note (7). The management of the Group has assessed that
fair value of its financlal assets and llabllities approximate their carrying amounts largely due to the short-term maturities
of these instruments.

For assets and liabllities that are recognized in the financial statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by re-assessing categorization based on the lowest level input that
is significant to the falr value measurement as a whole at the end of each reporting period.

The fair value detail of investment properties is mentloned in Notes (9).

22, Capltal risk management

The Giroup's objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In ordler to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
reduce paid up capital, issue new shares, sell some assets to reduce debts, repay of loans or obtain additiona! loans.

Consistent with others In the industry, the Group monitors capital on the basls of the gearing ratlo. This ratio is calculated
as net debt divided by total caplital. Net debt is calculated as total borrowings less cash and cash equivalents. Total capltal
Is calculated as ‘equity' as shown in the consolidated statement of financial position plus net debt.

For the purpose of capital risk management, the total capital resources consist of the following components:

2016 2015
Murabaha payables 2,387,382 2,438,967
Free Interest loan - 4,338,315
Cash &t banks (114,979 (475,817)
Net debt 2,272,403 6,301,465
Total equity 12,250,638 13,658,562
Total capltal resources 14,523,041 19,960,027

Gearing Ratlo 15.6% 316%




NOTE S TO CONSOLIDATED
FINANCIAL STATEMENTS

for the year eznded December 31, 2016 (All amounts are In Kuwaltf Dinars)

Equity price risk:
Equity price ik is the risk that fair values of equities decrease as the result of changes in level of equity indices and the value
of Individual =stocks. The equity price risk exposure arises from the Group’s Investment in equity securitles classified as “at fair

value through profit or loss” and “available for sale”. To manage such risks, the Group diversifies Its investments in different
sectors withlin its investment portfolio.

The followincg table demonstrates the sensitivity to a reasonably possible change in equity Indices as a result of change in the
falr value of these equlty instruments, to which the Group had significant exposure as of the reporting date:

2016
Effect on consolidated Effect on consolldated
Increase statement of profit or other comprehensive
{decreass) loss income
apainst KD (KD (KD
Boursa Kuwvalt and real estate and
investmant: portfolio + 5% + 48,987 + 41,154
2015
Effect on (consolidated) Effsct on consolidated
Increase statement of profit or other comprehensive
(decrease) loss income
~analnst KD D) (KEH .
Boursa Kuwwait and real estate and
investment portfolio + 5% + 46,593 + 50,644

21. Fair value of financlal instruments

The Group measures financlal assets such as financial assets at falr value through proftt or loss and financlal assets
avallable for sale and non—financfal assets such as investment properties at fair vajue at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a llability In an orderly transaction
between rmarket particlpants at the measurement date. The fair value measurement Is bassd on the presumption that the
transaction 10 sell the asset or transfer the liability takes place either:

» In the principal market for the asset or liability, or
* In the absence of a principal market, in the most advantageous market for the asset or liabflity

All assets and {labilties for which falr value Is measured or disciosed in the financial statsments are categorized within the
fair value hlerarchy, described as follows, based on the lowest level Input that is significant to the fair value measurement
as a whole:

Level 1: Quoted (unadjusted) market prices in active markets for Identical assets or llabilities.

Level 2: Valuatlon techniques for which the lowsst level input that is significant to the fair value measurement Is directly
or indirectly observable.

Level 3: Valuation techniques for which the lowest level Input that is significant to the falr value measurement is

unobservable.
The following table shows an analysls of captions recorded at falr value by level of the falr value hierarchy:
2016 ) 2015
Level 2 Level 2
Financial assets at fair value through profit or loss 988,802 936,345
Financlal assets available for sale 823.077 1,012,870

Total 1811879 949,215




NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

for the year ended December 31, 2016 (Ail amounts are in Kiwaftl Dinars)

The Group's maximum exposure arising from default of the counter-party Is limited to the carrying amount of cash at
banks, recelvables and due from a reiated party.

Foreign currency risk:

Foreign currency risk Is the risk that the fair value or future cash flows of a financial Instrument will fluctuate because of
changes in foreign currency exchange rates.

The Group Incurs foreign currency risk on transactions that are denominated in a currency other than the Kuwaiti Dinar.
The Group may reduce Its exposure to fluctuations in forelgn exchange rates through the use of derfvative financlal
instruments. The Group ensures that the net exposure Is kept to an acceptable level, by dealing in currencles that do not
fluctuate significantly against the Kuwaiti Dinar.

The fellowing table demonstrates the sensitivity to a reasonably possible change in the foreign exchange between other
currencles and Kuwaiti Dinar:

2016
Effect on consolidated
Increase Effect on consolidated other comprehensive
{decrease) agalnst statement of profit or loss income
KD i)} (KDi
Saudi Riyal +5% + 356,868 -
Omani Riyal = 5% + 212,126 -
Arab Emirates Dirham + 5% + 73,054 + 14,757
2015 -
Effect on consolidated
Increase Effect on consolldated other comprehensive
(decrease) against statement of profit or loss income
KD (KDY KD
Saudi Riyal £+ 5% + 632,927 -
Omani Riyal + 5% + 204,960 -
Arab Emirates Dirham + 5% + 72,614 + 14,726

Liquidity risk:

Liquidy risk Is the risk that the Group will encounter difficutty in ralsing funds to meet commitments associated with
financial Instruments. To manage this risk, the Group invests In Investments that are readily reallzable along with planning
and managing the Group's forecasted cash flows by maintaining adequate cash reserves, maintaining valid and available
credit lines with banks, and matching the maturity proflles of financial assets and liabilities.

Maturity table of financlal liabilities:

2016 .
3 -12 months 1 - 3years Total
Accounts payable and other credit balances 95,357 - 85,357
Murabaha payables 2,387,382 - 2,387,382
Dus to a related parly 66,538 - 66,538
Total 2549277 - 2549277
2015 o
3 -12 months 1-3years Total
Accounts payable and other creclt balances 104,544 - 104,544
Murabaha payabies 2,438,967 2,438,967
Free Interest loan 4,338,315 4,338,315
Due to a related party 204,889 - 204,889

Total 7,086,715 _

7,086,715




NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

for the year ended December 31, 2016 (All amounts are In Kuwatt! Dinars)
After
mm inancial position: Before Exitini Exiting
Assets:
Current assats:
Cash arx cash equivalent 53 83
Other current assets 59.891 227,390
Total cument assets 59,944 227,443
Non-current assets - 99534 -
Total assets 169,478 227,443
Liabilities:
Current [abilities:
Financlal liabilities - 500 500
Total cument llabilities 500 500
Non-current llabilities - -
Total liahilitles 500 500
Net assets 158978 226043
Ownership percentage 33% _100%
Share in associate's net assets 52463 226943
Fair value of previously held equity interest in acquire on acquisition date - 106,515
Less: fair value of net identiflable assets acquired - (89,534
Gain from the acquisition of an additional share In the company e 6.981

19. General Assembly

The Parent Company's Board of Directors proposed on its meeting which was held on March 22, 2017 not to distribute
cash dividends, bonus shares or board of directors' remuneration for the financial year ended In December 31 ,2016. This
proposal is subject to the approval of the Ordinary General Assembly of the Parent Company's shareholders.

The Sharehelders' Ordinary Annual General Assembly meeting held on June 9, 2016 approved not to distribute cash
dividends, bonus shares or board of directors’ remuneration for the financlal year ended December 31 , 2015,

The Shareholders’ Ordinary Annual General Assembly meeting held on June 30, 2015 approved not to distribute cash
dividends, bonus shares or board of directors’ remuneration for the financial year ended December 31 , 2014,

20. Financial risk management

In the normal course of business, the Group uses primary financial Instruments such as cash at banks, recelvables, due
from / to related partles, financlal assets at fair value through profit or loss, financial assets avaitable for sales, term loans
and payables and as a result, Is exposed to the risks indicated below. The Group currently does not use derlvative financial
instruments to manage Its exposure to these risks.

Interest rate risk:

Financial instruments are subject to the risk of changss in value due to changes in the rates of Interest. The effective

Interest rates and periods In which interest-bearing financial llabilities are reprised or mature are mentioned In the
respective notss.

CradH risk:

Credit risk Is the risk that one party to a financial Instrurnent will fail to discharge an obligatlon and cause the other party
to Incur a financial loss. Financlal assets which potentially subject the Group to credit risk consist principally of cash at
banks, recelvables and due from related party. The Group’s cash Is placed with high credit rating local banks, the debtor
related party is of strong creditworthiness, receivables are presented net of allowance for doubtful debis.

32 EOAFAM HDLDNG COMPBRAMNY (K800




NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

for the yeer ended December 31, 2016 (All emounts are In Kuwaltl Dinare)
13. Provislon for end of service Indemnity
2016 2015
Balance at beginning of the year 151,483 120,689
Charge for the year B 20,930 30,794
Balance at end of the year 172413 151,483
14. Share capital

15.

16.

17.

18.

Authorized, issued and pald-up capltal of Parent Company is determined by an amount of KD 15,000,000, distributed over
150,000,000 shares (2015 - KD 15,000,000; distributed over 150,000,000 shares) of 100 Fils each and all shares are
In cash.

Statutory reserve

As required by the Companles Law and the Parent Company's Articles of Assoclation, 10% of the proft for the year
attributable to equity holders of the Parent Company before contributlon to Kuwait Foundation for the Advancement of
Sciences (KFAS) and Zakat, is fransferred to statutory reserve. The Parent Company may resolve to discontinue such
annual transfers when the reserve equals 50% of the capital. This reserve is not avallable for distribution except In cases
stipulated by Law and the Parent Company's Articles of Association. Since there is an accumulated loss there was no
transfer to statutory reserve.

Voluntary reserve

As required by the Parent Company's Articles of Association, 10% of the profit for the year attributable to equity holders of
the Parent Company befors contribution to KFAS and Zakat is fransfered 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. Since there is an accumulated loss there was no transfer to voluntary reserve.

Net investment income
2016 2015

Unrealized galn from changes in fair value of financial assets at falr value

through profit or loss (Note 3) 47,889 27,531
Realized galn on sale of financial assets at fair value through profit or loss - 82,800
Transferred to statement of profit or loss from disposal of financial as-

sets avallable for sale (18,333 (258,645)
Realized gain on disposal of financlal assets available for sale (6,896) 272,241
Dividend income 52,633 21,102

75,293 145,029

Galn on acquisition of an associate

According to partners’ meeting minutes of the assoclate “Tamek General Trading and Contracting — W.L.L" dated June
21, 20186, the partners agreed that “Abyaar Real Estate Development Company” exit and transfer its total 67 unlts in the
capital to the parent company in return the parent company will waive Its share in investment properties that was recorded
in the associate books and In addition to a cash consideration amounting to KD 50,468. Accordingly, the parent company
owned 100% of "Tamek General Trading and Contracting — W.L.L" (note 2 and 8).

As explalned In note (B}, the exit and walve of “Abyaar Real Estate Development Company” shares In “Tamek General
Trading & Contracting - W.L.L." resulting in a galn for the parent company amounting to KD 6,981. Whereas the net assets
of associate before exit was KD 106,515 in retum for the parent company's waive of investment property recorded by
amount of KD 99,534,

The financial statements of the assoclate that became a subsidiary as of June 28, 2016 are as follows:




NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

for the year ended December 31, 2016 (All amounts are in Kuwaltl Dinars)

9. Investruent properties
This item represents cost of purchasing lands and properties outside Stats of Kuwalt for the purpose of constructing
investmert projects which are currently under design and execution stage.

Movement during the year was as follows:

2016 ) 2015
Balance at the beginning of the year 5,551,475 5,373,534
Changes in fair value (90,513) (17,175)
Foreign currency translation adjustments 34,748 195,116
Transfer ta properties held for trading (note 4) (4,034,625) - -
Balance atthe end of the year 1,461,085 5551475

The falr vaalue 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 considered the nature and usage of the investment propertles.

Class of
____Investment property Valuation technique Level 2
Resfdential and Commercial bulldings Comparable market prices 1,461,085

There were no transfers between the levels during the year.
10. Accounts payable and other credit balances

2016 2015
Miscellaneous payables 26,604 27,260
Accrued expenses and leave 68,753 77,284
95357 104544

Payables are non-interest bearing and are normally settled on average period of g0 days.
11. Murabaha payables

2016 2015
Gross amount of Murabaha 2,401,132 2,438,967
Less: future finance charge (13,750} =

2387382 2438967

Murabaha payables included contract for purchase and sale of goods and metals with an Islamic financial Institution
“related party” amounted of KD 5,330,521 as of November 6, 2008, the last payment due on November 6, 2013. And the
remaining balance was KD 2,235,967 as of December 31, 2016 (note 6).

As of December 31, 20186, the parent company did not pay or reschedule the due amounts. The lender ralsed a legal case
to claim those amounts; the matter was transferred to experts department for which a session was scheduled on April 12,
2017. Addltional obifgations that could result from the legal case cannot be determined.

During the year ended December 31, 2016, the parent company paid KD 203,000 for that Islamic institution, as the
parent company sold part of the pledged financlal assets available for sale.

As of December 31, 2016 certain financial assets avallable for sale of a fair value KD 823,077 are pledged agalnst
Murabaha payables (2015 —KD 1,012,870 ) (Note 7).

12. Free interest loan
On January 19,2013, the Group signed an Interest free loan contract with an external party tofinance costs of improvements
on & property under construction leased from lessor. The loan is payable over 3 years starting from the date of signing the
loan contract. As & result of not settied the loan and based on contract's articles, the external party acquired the pledging
land which classified as property held for sale (note 4) against the loan.
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According to partners’ mesting minutes of the associate “Tamek General Trading and Contracting — W.L.L" dated June 21,
20186, the partners agreed that “Abyaar Real Estate Development Company" exit and transfer its total 67 units in the capital
10 the parent company in return the parent company will waive Its share in investment properties that was recorded In the
assoclate books and In addition to a cash consideration amounting to KD 50,468. Accordingly, the parent company owned
100% of “Tamek General Trading and Contracting — W.L.L" (note 2 and 18).

The Group’s shars of the results of the associate for the perlod before the exit was a loss of KD 12,158.
Summarized financial information of the associate Is as follows:

. Tamek Company for Gen- .
Summarized statement of . Al Mader Al Zahabia Com-
financlal position: oral Trfiiﬂlpg;_a\;\’(il_tonract- pany —W.LL. Total

2016 2015 2016 2016 2016 2015

Agsats:
Current Assets:
Cash and cash equivalents - 53 17,340 5,737 17,340 5,790
Other current assets - 9,243 264,694 B47,656 264,694 856,899
Total current assets 9,296 282,034 853,393 282,034 862,689
Non-current assets : 187,026 34,464,788 31,443,348 34,464,788 31,630,374
Total assets = 196,322 34,746,822 32,296,741 34,746,822 32,493,063
Llabilities:
Current Llabilities:
Financial liabilitles - 1,208,189 9,785 1,208,189 9,785
Other current liabilities - 500 1,396 2,379 1,396 2,879
Total current liabilities - 500 1,209,585 12,164 1,209,585 12,664
Non-current liabilities - 1 8,237.351 7462730 8,237,351 7,462,730
Total liabllitles . 500 9,446,936 7474894 9446936 7,4753%4
Net assets - 195,822 25,299,866 24,821,847 25,299,886 25,017,669

Share in associate’s net : 64621 7083068 6950117 7,083968 7,014,738

assets

Summarized Statement of Tamek Company for

profit or loss General Trading and Con- Al Mader Al Zahabla

tracting —W.LL. ~ Company - WL.L Total
2018 2015 2016 2015 2016 2015

Revenue - 96,449 71,099 - 71,099 96,449
Operating expenses {36,842) (39,448)  (368,244)  (179,981)  (405,086)  (219,429)
Dapreclation - - (372) (173) (372) (173)
Other Income {loss) ) 7,084  (144304) 135000 _ (144,304 142,084
(Loss) profit (36,842) 64,085  (441,821) (45,154)  (478,663) 18,931
QOther comprehenslve income - ; - o -
Tofal comprenensive (058 mgea; 64085  @41821) (46154 (478663 18931
Share of assoclate’s results (12158 21,148 _ {123.710) (12,643)  (135,868) 8,505

- 257,561 257,880 257,561 257,880

Share of assoclate’s other
comprehensive Income
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7. Financial assets available for sale
Financial assets available for sale include unquoted financial assets as follows:

2016 2015
Investment portfolio 295148 294,525
Investmerit funds 527,929 718,345
Equity securitles 256,250 256,250
1,079,327 1,268,120
Movement during the year was as follows:
2016 2015
Balance at the beginning of the year 1,269,120 2,127,154
Disposals (168,274) (870,395)
Changes in fair value . 21.519) 12,361
Balance atthe end of the year 1,079,327 _1.269.120

As of December 31, 2016 Investment funds and portfolio with fair value amounting to KD 823,077 (2015 - KD 1,012,870)
are pledged against Murabaha payables (Note 11).

it was not possible to reliably measure the fair value of unquoted equity securities amounted to KD 256,250 due to

unavailability of a reliable method that could be used to estimate the fair value of such Investments. Accordingly, they were
stated at their cost.

Investments avallable for sale are denominated in the following currencles:

2016 2015

KD 784,179 974,595
UAE Dirham 295,148 294,525

107937 1269120

8. Investment in an assoclate
Percentage of
Country of Principal ~__owngrship ~ Amount
Name of assoclate incorporation activitles 2016 2015 2016 2015
Al Madar Al Zahabia Company — Lands, proper-
WLL Saud| Arabia  tles and Con-
struction 28% 28% 7,083,968 6,950,117
Tamek Company for General General Trading
Trading and Contracting—W.L.L.  State of Kuwait and Constructing 33% - _ 64621
Net carrying value 7,083,968 7,014,738
Movement during the year is as follows:
2016 2015

Balance &t the beginning of the year 7,014,738 6,748,353
Transferred to subsidiary (Note 18) (52,463} -
Group's share of resuls from associates (135,868) 8,505
Forelgn currency translation adjustments 257.561 257.880
Balance at the end of the year 7083868 _  7.014738

As of December 31, 2015, Al Madar Al Zahabia Company dispose financial lease contract that related to Economlc Gate
Project from the exchanged assets with Edafah Holding Company — K.S.C. (Closed), thus, the financial lease contract related
to Economic Gate Project transferred to other Investor according to certffled contract dated December 29, 2014 to be
applied from January 1, 20186, which include return of all rental payments amounted to SR 16,000,000 which Is equivalent
KD 1,296,000 to the company from the contract date with Economic Gate Company. As a result, a loss of KD 51,740 was
recognized in the consolidated statement of profit or loss for the financiai year ended December 31, 2015, which represents
the payments for bullding's Improvements and developments.

28 ECAFAR pain DG COMPARTY (&
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4. Properties held for trading
Movement during the year was as follows:

2016 2015
Balance at beginning of the year 5,438,906 5,238,753
Disposals (a) (5,438,306) -
Transfer from Investment properties (b} (Note 9} 4,034,625 -
Forelgn currency translation adjustments 200,153
Balance at end of the year 4.034.625 5,438 906

a- As of December 31, 2015, the properties held for trading with an amounted of KD 5,438,906 represents in a land
pledged against free interest loan (Note 12). In accordance to the loan contract dated January 19, 2013, and since the
loan was not settled on Its maturity date which was January 19, 2016, the external party acquired the pledged land
agalnst the loan, resulting in a loss of KD 1,100,591 which recognized in the consolidated statement of profit or loss
for the year ended December 31, 2016, as well, a foreign currency exchange differences amounting to KD 506,510
resulting in the disposal of subsidiary's assets and Included in the consolidated statement of profit or loss,

b- According to the Board of Directors’ decision dated March 20, 2017 to sell part of the Group's Investment properties,
these properties have been reclassifled as properties held for sale, and the Group has now appointed an engineering
office to perform the procedures required for the pletting of these properties.

5. Accounts receivable and other debit balances

_ 2016 2015
Advance payment for purchase of land 347,500 347,500
Provislon for doubtful debts {347,500) (147,500)
- 200,000
Prepald expenses 5,303 5,654
Refundable deposits 3,770 3,770
9073 209 424

During the financial year ended December 31, 2016 the Parent Company charged additlonal provision amounted to KD
200,000 agalnst the balance of advance payment for purchase of a land.

6. Related partles’ disclosures
The Group has entered into various transactions with related parties, i.e. sharsholders, board of directors, key management
personnel, associates and other related parties in the normal course of its business. Prices and terms of payment are
approved by the Group's management. Significant related party transactlons and balances are as follows:

Sharsholders  Associates 2016 2015

ngsirlnn.
Murabaha payable (Note 11) 2,235,967 - 2,235,967 2,438,967
Due to related partles:
Al Madar Al Zahabia Company — W.L.L. 66,538 66,538 185,646
Tamek company for General Trading and Contracting —-W.L.L. - - 9,243
66,538 204,889
management nnek:
2018 2015

Salaries and Short-term benefits 100,385 100,385
End of Service Indemnity 6,925 6,925

107 310 107,310
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2. Provision for doubtful debts:
The extent of provision for doubtful debts Involves estimation process. Provislon for doubtful debts is made when there
is Ooblective evidence that the Group will not be able to collect the debts, Bag debts are written off when Identifled. The
berchmarks for determining the amount of provislon or write-down include ageing analysls, technical assessment
andd subsequent events. The provisions and write-down of accounts recelvable are subject to management approval

3. valuation of Investment properties:

The2Group carrles its investment properties at fal rvalue, with change in falr values belng recognized in the consolidated

staement of profit or loss. Three maln methods were used to determine the fair value of the Investment properties:

a- Formuia based discounted cash flow, Is based on a serles 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 asset.

b- Income approach: where the property's value is estimated basad on the its income produced, and is computed by
dividing the property's net operating income by the expected rate of return on the property in the market, known
as ‘Capitalization Rate’,

¢c- Comparative analysis: Is based on the assessment made by an independent real estate appralser using values of
actual deals transacted recently by other parties for properties in a similar location and condition, and based on
1he knowledge and experience of the real estate appralser.

4. Valuation of properties held for trading:

Properties held for trading is stated at the lowsr of cost and net realizable value (NRV). NRV for completed properties
held for trading assessed by reference to market condltions and prices existing at the reporting date and is determined
by the Group, based on comparable transactions identified by the Group for properfies in the same geographical
market serving the same real estate segment. NRV In respect of properties held for trading under construction is
assessed with reference to market prices at the reporting date for simllar completed property, less estimated costs
to complete construction, estimated costs to sell the property, and an estimate of the time value of money to the date
of completion.

5. Impairment of non-financlal assets:

Impairment exists when the carrying value of an assst or cash generating unlt exceeds Its recoverable amount,
which is the higher of Its fair value less costs to sail and fts value in use. The fair valus less costs to sell calculation Is
based on available data from binding sales transactlons In an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing of the asset. The value in use calculation is based on a discountad
cash flow modsl. 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
perfcrmance of the cash generating unlt being tested. The recoverable amount is most sensitive to the discount rate
used for the discounted cash flow model as well as the expected future cash inflows and the growth rate used for
extrapolation purposes.

3. Financial assets at fair value through profit or loss

2016 2015

Quoted securities 4,485 4,485
Real estate and investment portfolios 979,749 931,860
Cash with portfolio manager 4,568 !

988802 936345
Movement during the year was as follows:

2018 : 2015 B
Balance at beginning of the year 938,345 629,532
Addttions 575,682
Disposals - (296,400)
Unreallzed gain from change In fair value of financial assets at fair value
through profit or loss (Note 17) 47.889 27,531
Net change In cash with portiollo manager B 4,568

Balance at end of the year 988802 936345
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- Propertles 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 under development.

- Work In progress:
When the Intsntion of the Group is to develop a land in order to rent or to occupy it In the future, both the land and
the construction costs are classified as work in progress,

- Properties held for trading:
When the intention of the Group is to sell land in the ordinary course of business, the land are classifled as properties
held for trading.

- Investment properties:
When the intention of the Group is to eam rentals from land or hold land for capital appreciation or if the intentlon is
not determined for land, the land is classified as investment property.

3. Provision for doubtful debts:
The determination of the recoverablitty of the amount due from customers and the marketabllity of the inventory and
the factors determining the impairment of the recefvable and inventory involve significant judgment.

4, Classlflcation of financial assets:
On acqulsttion of a financlal asset, the Group decides whether it should be classified as “at fair value through profit or
loss” or *available for sale”. The Group follows the guidance of IAS 39 on classifying Its financial assets.
The Group classifles financial assets as “at fair value through profit or loss" If they are acquired primarily for the
purpose of short term profit making or if they are designated at falr value through profit or loss at inception, provided
their fair values can be reliably estimated. All other financial assets are classlfied as “avallable for sale”.

5. Impairment of financlal assets:
The Group follows the guidance of [AS 39 to determine when an avallable-for-sale equity instruments is impaired. This
determination requires significant judgment. In making this judgment, the group evaluates, among cther factors, a
significant or prolonged dacline In the fair value below ts cost; and the financlal health of and short term business outlook
for the Investee, including factors such as Industry and sector performance, changes in technology and operational and
financing cash flow. The determination of what Is “significant” or “prolonged” requires significant jJudgment.

6. Business combinations:

At the time of Parent Company's acquisition to subsidiaries, the Parent Company considers whether the acquisition
represents the acquisition of a business or of an asset (or a group of assets and liabilities). The Parent Company
accounts for an acquisition as a business combination where an Integrated set of activities Is acquired in addition
to the assets. More specifically, consideration is mads to the extent of which significant processes are acquired. The
significance of processes requires significant judgment.

Where the acquisition of subsidiaries does not represent a business, it Is accounted for as an acquisttion of an asset
(or a group of assets and liabilities). The cost of acquisition is allocated to the assets and liabilities acquired based on
their relative fair valuss, and no goodwill or deferred tax is recognized.

7. Gontrol assessment:
When determining contro! over an investee, management considers whether the Group has a 'de facto’ power to control
an investee if It holds less than 50% of the investee's voting rights. The assessment of the investee's relevant activities
and the ability to use the Parent Company's power to affect the Investee's variable returns requires significant judgment.

b- Estimates and assumptions:
The key assumptions concerning the future and other key sources of estimating uncertainty at the end of the reporting
period that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financlal year are discussed below.

1. Falr value of unquoted financial assets:

If the market for a financlal asset is not active or not avallable, the Group establishes fair value by using valuation
techniques which 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 reflect the Issuer’s specific

circumstances. This valuation requires the Group to make estimates about expected future cash flows and discount
rates that are subject to uncertainty.
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g- Zakat:
Zakat |s calculated at 1% on the consolidated profit of the Company before contribution to Kuwalt Foundation for the
Advancement of Sclences, Zakat, and Board of Directors' remuneration, and after deducting cash dividends recsived from
Kuwalti shareholding companies In accordance with law No. 46 for year 2006 and Ministerial resolution No. 58 for year 2007
and thelr executive reguiations. No Zakat has been provided for the fiscal year ended in December 31, 2015 since thers was
no financial profit in which Zakat could be calculated.

r- Forelgn currencles:
Forsign currency transactions are translated Into Kuwalt Dinars at rates of exchange prevalling on the date of the transactions.
Monetary assets and liabilities denominated in foreign currency as at the end of reporting period are retranslated into Kuwaiti
Dinars at rates of exchange prevalling on that date. Non-monetary items carried at falr vaiue that are denominated in foreign
currencies are retranslated at the rates prevaillng on the date when the fair valus was determined. Non-monetary items that
ars measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settiement of monetary items, and on the retranstation of monetary items, are Included
in consolidated statement of profit or loss for the period. Translatlon differences on non-monetary ttems such as equity
instruments which are classifled as financial assets at falr value through profit or loss are reported as part of the fair
value gain or loss. Translation differences on non-monetary ftems such as equity instruments classified as financial asssts
avallable for sale are included In "eumulative changes In fair value” in other comprehensive income. Translation differences
on monetary items such as debt Instruments classified as financial asssts avallable for sale are Included In consolidated
statement of profit or loss.

The assets and liabllities of the forsign subsidiary are translated Into Kuwait! Dinars at rates of exchange prevailing at the
end of reporting period. The results of the subsidiary are translated into Kuwaiti Dinars at rates approximating the exchange
rafes prevalling at the dates of the fransactions. Foreign exchange differences arising on transtation are recognized directly
in other comprehensive income, Such transiation differences are recognized In consolidated statement of profit or loss in the
period in which the forelgn operation is disposed off,

Goodwill and fair value adjustments arlsing on the acqulsition of a foreign entity are freated as assets and llabilities of the
forslgn entity and translated at the closing rate.

s- Conilngencies:
Contingent llabilities are nat recognized In the financlal statements unless It is probable as a result of past events that an
outflow of economic resources will be required to settle a present, legal or constructive obligation; and the amount can be

reliably estimated. Else, they are disclosed unless the posslbility of an outflow of resources embodying economic losses Is
remots.

Contingent assets ars not recognized In the financial statements but disclosed when an inflow of economic beneiits as a
result of past events Is probable.

t- Critical accounting estimates and judgments;
The Group makes Judgments, estimates and assumptions concerning the future. The preparation of consolidated financlal
statements in conformity with Intemational Financial Reporting Standards requires management to make judgments,
estimatas and assumptions that affect the reported amounts of assets and liabllities and disclosure of contingent assets and
liabllities 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- Judgments:
In the process of applying the Group’s accounting poiicles which are described in note 2, management has made the following
judgments that have the most significant effect on the amounts recognized in the consolidated financial statements.

1. Revenue Recognition:
Revenue is recognized to the extent it is probable that the economic benefits will flow to the Group and the revenue

can be reliably measured. The determination of whether the revenue recognition criteria as specified under IAS 18 are
met requires signfficant judgment.

2. Classiflcation of Land:

Upon acquisttion of land, the Group classifies the land into one of the following categories, based on the intention of
the management for the use of the land:
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resolvad. 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.

Interest income

Interest income are recognized using the effective interest method.

Dividend income
Dividend income is recognized when the right to receive payment Is established.

Rent
Rental income Is recognized, when earned, on a time apportionment basis.

Gaig on sale of Investments

Galn on sale of investments is measured by the difference between the sale proceeds and the carrying amount of the
invesiment at the date of disposal, and is recognized at the time of the sale.

Other Incoms
Other income Is recognized on accrual basls,

m- Provisions:
A provislon Is recognized when the Group has a present legal or constructive obligation as a result of a past event and
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a
rellable estimate can be made of the amount of the obligatlon. Provisions are reviewed at the end of each reporting period
and adjusted to reflect the current best estimate. Where the effect of the ime value of money Is material, the amount of
a provision is the present value of the expenditures expected to be required to settle the obligation. Provisions are not
recognized for future operating losses.

n- Borrowing cosis:

Borrowing costs directly atiributable to the acquislion, construction or production of qualifying assets, which are assets
that recessarily take a substantlal period of time to get ready for their intended use or sale, are added to the cost of those
aseafts, untll such time as the assets are substantially ready for their intended use or sale. investment income earned
on the temporary Investment of specific borrowings pending their expendfture on qualifying assets is deducted from the
borrowing costs eligible for capitallzation. All other borrowing costs are expensed In the consolidated statement of profit
or loss in the period in which they are incurred. Borrowing costs consist of interest and other costs that an entity Incurs
in connection with the borrowing of funds.

0- Leases:
Leases In which a significant portion of the risks and rewards of ownership are retalned by the lessor are classified as
operating leases. All other leases are classifled as finance leases.
The determination of whether an arrangement is, or contalns a lease is based on the substance of the arrangement and
requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a speclfic asset or
assets and the arrangement conveys a right to use the asset.

Operating lease:

The Group as lessor

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant lease. Initial direct
costs Incurrad in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognized on a straight-line basis over the lease tarm.

The Group as lessee

Rentals payable under operating leases are charged to the consolidated statement of profit or loss on a straight-line basls

over the term of the relevant lease. Benefits received and recelvable as an incentive to enter into an operating lease are
also spread on a straight-line basis over the lease term.

p- Confribution to Kuwalt Foundation for the Advancement of Sclencas (KFAS):
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) is calculated at 1% of the consolidated profit
of the Company before contribution to KFAS, Zakat, and Board of Directors’ remuneration, and after transfer to stafutory
reserve, and any accumulated losses. No KFAS has been provided for the fiscal year ended in December 31, 2015
because of the accumulated loss of the Group.
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The usexful lifa and depreclation method are reviewsd periodically to ensure that the method and period of depreciation
are consistent with the expected pattem of economic benefits from ftems of Property and equipment.

An ftem of property and equipment Is derecognized upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset.

h- Impairment of assets:
At the end of each reporting perlod, the Group reviews the carrying amounts of Its assets to determine whether there
is any indication that those assets have suffered an impalrment loss, If any such indication exists, the recoverable
amount 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 assst, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recover-able amount is the higher of the fair value less costs to sell and value In use. In assessing value In use, the
estimated future cash flows are discounted to their present valus using a discount rate that reflects current market
assessments of the time value of money and the risks speclfic to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than Its carrying amount, the
carrylng amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment ioss is recognized
immediately in the consolidated statement of profit or loss, unless the relevant asset Is carried at a revalued amount, In
which case the impalrment loss I treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unlt) is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the camying
amount that would have been determined had no Impalrment loss been recognized for the asset (cash-generating unit)
in prior years. A reversal of an impairment loss Is recognized immediately in the 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 revalugtion increase.

I- End of service Indemnity:
Provision is made for amounts payable to employees under the Kuwalti Labor Law In the private sector, employee
contracts and the applicable labor laws In the countries where the subsidiarles operate. This liabllity, which Is unfunded,
represents the amount payable to each employse as a resutt of involuntary termination at the end of the reporting period,
and approximates the present value of the final obligation.

J- Dlvidend distribution to shareholders:
The Group recognizes a liability to make cash and non-cash distributions to shareholders of the Parent Company when
the distribution is authorized and the distribution is no longer at the discretion of the Group. A distribution is authorized
when it is approved by the shareholders of the Parent company at the Annual General Meseting. A corrasponding amount
Is recognlzed directly In equity.

Non-cash distributions are measured at the fair value of the assets to be distributed with falr value re-measurement
recognized directly In equity. Upon distribution of non-cash assets, any differsnce between the carrying amount of the
liablilty and the carrying amount of the assets distributed is recognized In the statement of profit or loss.

Distributions for the year that are appraved after the reporting date are dlsclosed as an event after the date of consolidated
statement of financial position.

K- Share capital:
Ordinary shares are classlfied as equity. incremental costs directly attributable to the issue of new shares are shown In
equity as a deduction from the proceeds.

L- Revenus recognltion:
Revenue comprises the fair value of the consideration recelved or recelvable for the saie of goods and services in the

ordinary course of the Group's activities, Revenue Is shown net of retums, rebates and discounts and after eliminating
sales within the Group,

The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable that futurs economic
benefits will flow to the entity and specific criteria have been met for each of the Group's activitles as described below.
The amount of revenue is not considered to be rellably measurable until all contingencies relating to the sale have been
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when, and only when, there is a change In use, evidenced by commencement of owner occupation or commencement
of devslopment with a view to sale.

If owner-occupled 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.

- Invesiment in associates:
Associates are those entitles In which the Group has significant influence which is the power to participate In the
financial and operating policy decisions of the associate. Under the equity method, investment In assoclates are carried
in the consolidated statement of financial position at cost as adjusted for changes In the Group share of the net assets
of the assoclate from the date that significant Influence effectively commences until the date that significant influence
effectvely ceases, except when the Investment is classifled as held for sale, in which case it is accounted as per IFRS 5
“Non-current Assets Held for Sale and Discontinued Operations”.

The Group recognizes in its consolldated statement of profit or loss for its share of results of operations of the assoclate
and In its other comprehensive income for its share of changes In other comprehensive income of assoclate.

Losses of an associate In excess of the Group interest In that associate (which Includes any long-term interests that, in
substance, form part of the Group net Investment in the associate) are not recognized except o the extent that the Group
has an obligation or has made payments on behalf of the associate.

Gains or losses arising from transections with associates are eliminated against the investment in the associate fo the
extent of the Group interest in the associate.

Any excess of the cost of acquisition over the Group share of the net fair value of the identifiabie assets, llabilties and
contingent liabilities of the associate recognized at the date of acquisition is recognized as goodwill. The goodwll is
included within the carrying amount of the Investment in associates and is assessed for Impalrment as part of the
Investment. If the cost of acquisition is lower than the Group's share of the net fair value of the identiflable assets,
liabilittes and contingent liabllitles, the difference is recognized Immediately in the consolidated statement of profit or
logs.

Upon loss of significant Influence over the assoclate, the Group measures and recognizes any retaining investment at
lts fair value. Any difference between the camying amount of the associate upon loss of significant influence and the fair
valus of the retaining investment and proceeds from disposal is recognized 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 Group’s investment In Its associate. The Group determines at each reporting date whether there is any objective
evidence that the investment in assoclate Is impaired. If this is the case, The Group calculates the amount of impalrment
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.

g- Property and equipment:

The inltlal cost of property and equipment comprises its purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its Intended use. Expenditures incurred after the property and equipment
have been put into operatlon, such as repairs and maintenance and overhaul costs, are normally charged to consolidated
statement of profit or loss in the period 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 economic benefits expected to be obtained from the
use of an item of property and equipment beyond its originally assessed standard of performance, the expenditures are
capitalized as an additional cost of property and equipment.

Property and equipment are stated at cost less accumulated depreclation and impairment losses. When assets are sold
or retired, thelr cost and accumulated depreciation are eliminated from the accounts and any gain or loss resulting from
their disposal is included in consolidated statement of profit or loss for the perlod.

Depreciation is computed on a straight-line basis over the estimated useful lives of ather property and equipment as
follows:

Depreciation {Years)
Computer and equipment 3-5 years
Fumniture and fixtures 3-6 years
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loss — meaSured as the difference between the acquisition cost and the current fair value, less any impalrment loss on that
financial assset previously recognized In profit or loss — Is removed from other comprehensive income and recognized in
the consolidaed statement of profit or loss. Impairment losses recognized in the consolidated statement of profit or loss on
available for sile equity instruments are not reversed through the consolldated statement of profit or loss. Impairment losses
recognized for available for sale debt instruments are reversed through the consolldated statement of profit or loss If the
increase in fair vallie can be objectively related to an event accurring after the impairment loss was previously recognized.

Financial ¥labliities:

¢-3 Accouanis payable:
AccoLents 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 recognized initially at falr
value and subsequently measured at amortized cost using the effective Interest method. Accounts payable are classified
as current ilabllities if payment Is due within one year o less (or in the normal operating cycle of the business If longer).
If not, they are presented as non - current llabilities.

¢-4 Borrowings:
Borrowings are recognized Initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortized cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognized
in the consolidated statsment of profit or loss over the period of the borrowings using the effective interest method.
Fees pald on the establishment of loan facilities are recognized as transaction costs of the loan to the extent that it
Is probable that some or all of the facility will be drawn down, In this case, the fee is deferred until the draw-down
occurs. To the extent there is no evidence that it is probable that some or all of the facitity will be drawn down, the fee
is capitalized as a pre-payment for liquidity services and amortized over the period of the facllity to which it relates.

¢-5 Murabaha:
Murabaha represents the amounts due to pay for purchased assets for others on deferred basls as per Murabaha
facilty agreements. Murabaha balances are reported with full credit balances after deducting finance charges amounts
pertaining to future periods. Those finance charges balances are amortized on a time apportionment basls using
gffective Interest method.

d- Properties held for trading:
Properties acquired or being constructed for sale In the ordinary course of business, rather than to be held for rental or
capital appreciation, are held as properties held for trading and are measured at lower of cost or net realizable value.

Cost includes freehold and leasehold rights for land, amount paid to contractors for constructlon, borrowing costs,
planning &nd design costs, cost of site preparation, professional fees for legal services, property transfer taxes,
construction overheads and other related costs.

Net realizable value Is the estimated selling price in the ordinary course of business, based on market prices at the
reporting date and discounted for the time value of money if material, less costs to completion and the estimated cost of
sale. Nonrefundable commisslons paid to sales or marketing agents on the sale of real estate units are expensed whan
paid.

The cost of properties held for frading recognized in consolidated statement of profit or loss on disposal is determined
with reference to the specific cost incurred on the property sold and an allocation of any non-specific costs based on
the relative size of the property sold. Write down of properties held for trading is charged to other operating expenses.

e- Invesiment propentiss:
Investment propertles comprise completed property, property under construction or re-development held to earn 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 thelr fair value at the end of
reporting perlod. Galns or losses arising from changes in the fair value of investment properties are included in the
consolidated statement of profit or loss for the period In which they arise.

Investment propertles are derecognlzed when either they have been disposed of or when the Investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. Gains or losses arising
on the retirement or disposal of an investment property are recognized in the consolldated statement of profit or loss.

Transfers are made to investment 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 property
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c-2 Flhanclal Investments:

Initial recognition and measurement

The Group classlfles financial investments that fall within the scope of IAS 39 in the following categories: financlal assets at
fair value through profit or loss and financial assets avallable for sale. The classification depends on the purpose for which
those assets were acquired and is determined at Initial recognition by the management.

1- Financlal assets at fair value through profit or loss

This category has two sub-categories: financlal assets held for trading, and financial assets designated at falr value
through profit or loss at inception.

A financial asset Is classifled as financial asset helkd for trading if acquired principally for the purpose of selling In the
short term or if it forms part of an Identified portfolio of financlal instruments that are managed together and has a recent
actual pattem of short-term profit making or it Is a derivative that Is not designated and effective as a hedging instrument.
A financlal asset is designated by the management at falr value on initial recognition if such designation eliminates or
slgnificantly reduces a measurement or recognition inconsistency that would otherwise arise or; if it is managed and Its
performance is evaluated and reported Internally on a fair value basis in accordance with a documented risk management
or investment strategy.

2- Financlal assets available for sale
Financial assets available for sale are non-derivative financial assets that are either designated in this category or not
classlfied in any of the other categories. They are Included in non-current assets unless management intends to dispose
of the financial asset within 12 months from the end of the reporting period.
Purchases and sales of those financial assets are recognized settlement date the date on which an asset is dellvered
to or by the Group. Financlal assets are initially recognized at fair value plus ransaction costs for all financial assets not
carried at fair valus through profit or loss.

Subsequent measurament

After initial recognition, financial assets available for sale are subsequently carried at falr value. The fair vaiues of quoted
financlal 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 fransactions,
reference to other instruments that are substantially the same, discounted cash flow analysis, and option pricing modeis
refined to reflect the issuer's specific circumstances.

Unrealized gains and losses arlsing from changes in the falr value of financlai assets available for sale are recognized In
cumulative changes in fair value in other comprehensive income, except for available for sale debt instruments, where the
forelgn exchange differences component is recognized in the consolidated statement of profit or loss, while other falr value
changes are recognized in cumulative changes in fair value in other comprehensive Income.

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

When afinanclal asset available for sale Is disposed off or impalred, any prior fair value earlier reported in other comprehensive
Income is transferred to the consolidated statement of profit or loss.

Deracognition

A financlal asset {in whole or In part) is derecognized elther when: the contractual rights to recelve the cash flows from the
financlal asset have expired; or the Group has transferred its rights to receive cash flows from the financial asset and either
(a) has transferred substantially all the risks and rewards of ownership of the financial asset, or () has nelther transferred nor
retalned substantlally all the risks and rewards of the financial asset, but has transferred control of the financlal asset. Where
the Group has retained control, It shall continue o recognize the financial asset to the extent of Its continuing involvement
in the financlal asset.

Impairment

The Group assesses at the end of each reporting period whether there s objective evidence that a financlal asset or a group
of financial assets Is Impaired. In the case of equity securtties classlfled as available for sale, a significant or prolonged
decline in the fair value of the security below its cost Is considered in determining whether the securities are Impalred.
Slgnificant decline is evaluated against the original cost of the financial asset and prolonged agalnst the period in which
fair value has been below its original cost. If any such evidence exists for financlal assets available for sale, the cumulative
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The financial statements of subsidiarles are included in the consolidated financial statements from the date that control
effectively commences untll the date that control effectively ceases.

All inter-company balances and transactions, including inter-company profits and unrealized profits and losses are eliminated
in full on consolidation. Consolldated financlaf statements are prepared using uniform accounting policies for like transactions
and other events in similar circumstances.

Non-controlling interests in the net assets of consolidated subsidlarles are identified separately from the Group's equity
therein. Non-controlling inferests 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.

Non-confrolling interests are measured at elther fair value, or at its proportionate interest in the Identifiable assets and
liabllities of the acquires, on a transaction-by-transaction basis.

A change in the ownership interest of a subsldlary, without a change of control, is accounted for as an equity transaction,
The carrying amounts of the group's ownership interests and non-controlling Interests are adjusted to reflect changes in
their relatiwe interests in the subsldiaries. Any difference between the amount by which non-controlilng interests are adjusted
and falr value of the consideration paid or received Is recognized directly in equity and attributable to owners of the Parent
Company. Lcsses are attributed to the non-controlling interest even if that results in a deficit balance. If the Group loses
control over a subsidiary, It:

* Deracognizes the assets (including goodwill) and llabilities of the subsidiary;
» Derecognizes the carrying amount of any non-controlling interest;

+ Deracognizes the cumulative translation differences recorded in equity;

* Recognizes the fair value of the conslderation recelved;

* Recognizes the fair value of any investment retained;

* Recognizes any surplus or deficlt in profit or loss; and

* Reclassifie:s the Parent Company’s share of components previously recognized in other comprehensive income to profit or
loss or retained earnings as appropriats.

c- Financial Instruments:
The Group classifies Its financial Instruments as “financlal assets” and “financial liabllities. Financlal assets and financial
liabilities are recognized when the Group becomes a party to the contractual provisions of the instruments.

Financlal Instruments are classified as llabilities or equity in accordance with the substance of the confractual arrangement.
Interest, dividends, galns, and losses relating to a financlal Instrument classified as a llability are reported as expense
or income. Distributions to holders of financial instruments classified as equity are charged directly to squity. Financlal
instruments are offset when the Group has a iegally enforceable right to offset and intends to settle either on a net basis or
to realize the asset and settle the llability simultaneously.

Financial assets and financial Ilabilities carried on the consolidated statement of financlal position include cash at banks,
recelvables, due from/to related parties, financlal assets at fair value through profit or loss, financlal assets avallable for sale,
loans, Murabaha and payables.

Financlal assets:

c-1 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 subssquently measured at amortized cost using the effective Interest method,
less provision for impalrment. A provislon for impalrment of trade receivables Is established when there Is objective evidence
that the Group will not be able to collect all amounts due according to the original terms of the receivables. Significant
financial difficulties of the debtor, probablliity that the debtor will enter bankruptcy or financlal reorganization, and default
or dellnquency In payments are considered indicators that the trade receivable is impaired. The amount of the provision is
the difference betwsen the asset's carrying amount and the present value 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 loss I8 recognized In the consolidated statement of profit or loss. When a trade recelvable is uncollectibls, it Is
written off against the allowance account for trade recelvables. Subsequent recoverles of amounts previously written off ara
credited in the consolidated statement of profit or loss.
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1. Nature and activities of the Parent Company

Edafah Hoiding Company — K.8.C. {Closed) “Parent Company” (previously known as Edafah for Management and Economic
Consulting - Hisham Elssa Al Oaml and Partner —W.LL.) Is a Kuwaitl Shareholding Company (Closed) reglstered in the State
of Kuwait. The Parent Company was established pursuant to Memorandum of Incorporation No. 1545 /Vol. 1, dated February
10, 2007, and its subseguent amendments, which the last was pursuant to Memorandum Issued by the Shareholding
Companies Administration No. 632 dated September 2, 2014, as per the resolution of the Extraordinary General Assembly
meeting held on August 17, 2014, the Parent Company adjusted some articles according to the requiremenis of the
Companies Law No. 25 for 2012, as amended, its executive regulation, and the matter was approved by the Parent
Company's General Assembly.

The Parent Company’s objectives are as follows:

- Acquiing shares in Kuwalti or forelgn shareholding companies, acquiring shares or units In limited liablity companles
(Kuwwalti or forelgn), and particlpating, in incorporating, managing, lending and sponsoring such companies.

Lending and guarantesing companies In which It acquires shares. In such case, the holding company percentage of
ownership in the borrowing company's capital should not be less than 20%.

- Acquiiring Industrial property rights Including patents, industrial trademarks, industrial charts, or any other related rights,
and o lease these rights to other companies for utilization inside or outside State of Kuwait.

- Acquiring assets and properties necessary to perform its activities within law's provisions.
- Investing surplus funds In financial portfolios managed by specialized entlties.

The Parent Company may benefit from or participate with other companies In carrying out similar activities or cooperate
therewith In the fulfilment of its activitles inside or outside State of Kuwalt, The Parent Company may aiso establish, participate
with oF purchase such companies. The Company has to carry out these activities in accordance with the guidelines of Noble
Islamic Shari'a, Inside or outslde State of Kuwalit, by its self or as a proxy.

The new Companies Law No. 1 of 2016 was Issued on January 24, 2016 and It was published in the Official Gazette on
February 1, 2016, which replaced the Companies Law No 25 of 2012 and its amendments. According to Article No. 5, the
new Law will be effective retrospectively from November 26, 2012, The new Executive Regulations of Law No. 1 of 2016
was issued on July 12, 2016 and was published in the Officlal Gazette on July 17, 2016, which cancelled the Executive
Regulations of Law No. 25 of 2012. The adoption of the new Companies Law and Its executive regulations Is not expected
to have any effect on the Company.

The Parent Company was registered in the Commercial Reglstration under No. 70423 on March 20, 2007.

The Parent Company's main office Is at Al-Shamlya Tower, 7 floor, Al- Soor Street. Al-Salhiya area, P.0. Box 566, Dasman
15456, State of Kuwait,

The consolidated financial statements were authorized for Issue by the Board of Directors on March 22, 2017. The
Shareholders’ General Assembly has the power to amend these consolidated financlal statements after issuance.

2. Significant accounting policies

The accompanying consolidated financlal statements of the Group have been prepared In accordance with the International
Financial Reporting Standards (IFRS™ as Issued by the International Accounting Standards Board {“1ASB"). Significant
accounting policles are summarized as follows:

a- Basis of preparation
The consolidated flnanclal statements are presented in Kuwalti Dinars which is the functional currency of the Parent Company

and are prepared under the historical cost conventlon, except for financlal assets at fair value through proflt or loss and
investment properties that are stated at thelr fair value.

Standards and Interpretations issued and effective

The accounting policles applied by the Group are consistent with those used in the previous year except for the changes due
to implementation of the following new and amended Intemnational Financlal Reporting Standards as of January 1, 2016, and
related to the company and its statements as follows:

Amendments to IAS 16 and 1S 38 — Clarification of acceptable methods of depreclation and amortization

The amendments, effective prospectively for annual periods beginning on or after January 1, 2016, clarify the principle in




CONSOLIDATED STATEMENT
OF CASH FLOWS

as of Decenrber 31, 2016 (All amounts are In Kuwaltl Dinars)
2016 2015 -

Cash flows from operating activities:

Loss for the year (1,168,438) (195,279)

Adjustments::

Depreciation 466 469

Provision for doubtful debts 200,000 -

Provision for end of service indemnity 20,930 30,794

Loss on disposal of property held for trading 1,100,591 .

Finance charges 1,250 -

Net investments income (75,293) (145,029)

Group's share of results of an assoclate 135,868 (8,505)

Changes in fair value of investment properties 90,513 17,175

305,887 (300,375)

Changes In operating assets and liabilltles:

Accounts receivable and other debit balances (757,143) (21,596)

Due from related parties - 52,267

Accounts payable and other credit balances - 19,187) ~ (8.164)

Net cash flows used in operating activities - (460,443, _{27'7,853_,

Cash flows from investing actlvities:

Purchase of financial assets at fair value through profit or loss - (575,682

Proceeds from sale of financial assets at fair value through profit or

loss - 379,200

Proceeds from sale of financial assets available for sale 161,378 625,346

Dividend recelved 52,633 21,102

Net cash flows generated from investing activities 214,011 449,966

Cash flows from financing actlvities:

Net movement in due fo related parties (61,671) (321,525)
Net movement in Murabaha payables (51,585) .

Finance charges paid (1 '250) )

Net movement in free interest loan _ . (385,000
Net cash flows used in financing activities (114,406) (706,525!
Net decrease In cash at banks (360,838 (534,427
Cash at banks at beginning of the year _ 475,817 1,010,244
Cash at banks at end of the year 114979 475817

The accompanying notes (1) to (22) form an integral part of the consolldated financlal statements
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INVOICE

as of December 31, 2016 {All amounts ars In Kuwalti Dinars)
Note 2016 2015
Loss for the year (1,168,438) (195,279

QOther comprehensive income:

ltems th ified onsoll
staternent of proftt or loss
Changes In fair value on investments avallable for sale 7 (21,519) 12,361
Transferred to statement of profit or loss from disposal of
financial assets avaiiable for sale 18,333 (258,645)
Forelgn currency translation adjustments (436,300) 609,217
Other comprehensive (loss) income for the year (439486 362,933
Total comprehensive (loss) income for the year ~ {1,607,924) 167.654_
Attributable te:
Parent Company’s shareholders (1,607,741) 165,201
Non—controlling interests (183) 2,453

_ (1,607,924) 167,654

The accompanying notes {1) to {22) form an integral part of the consolidated financlal statements

12 FOLAFR M MO COMPANY (LA T




CONSOLIDATED STATEMENT
OF INCOME

for the year ended December 31,2016 (All amounts are In Kuwalti Dinars)
Note 2016 2015
Revenues:
Net Investments Income 17 75,293 145,029
Loss on disposal of property held for trading 4 (1,100,591)
Group’s share of results from an associates 8 (135,868} 8,505
Changes in fair value of Investment properties 9 (80,513) {17,175)
Gain on acquisition of share in associate 18 6,981
Forelgn curencles exchange difference 515,200 32,667
Other income 62,612 40,620
Total (loss) revenues (666,886) 209,646
Expenses:
General and administrative expenses (71,492 {90,458)
Staff cost (228,344) (262,258)
Finance charges (1,250)
Depreclation {466) (469)
Provision for doubtful debts 5 (200,000 -
Other expsnses 8 . {51,740)
Total expenses (501,552) (404,925)
Loss for the year (1,168,438 (195,279)
Attributable to:
Parent Company’s shareholders (1,168,255) (197,732
Non—controlling interests B (183 2,453
{1,168,438) (195,279)

The accompanying notes (1) to (22) form an integral part of the consolidated financlal statements




CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

as of Decemuber 31, 2016 (Al amounts are In Kuwalti Dinars)
ASSETS Note 2016 2015
Cument assets
Cash at baraks 114,979 475,817
Financial agsets at fair value through profit or loss 3 988,802 038,345
Properties heeld for trading 4 4,034,625 5,438,906
Accounts reeceivable and other debit balances 5 9073 209 424
Total curremnt assets 5,147,479 7,060,492

Non-Current assets:

Financial asse's available for sale 7 1,079,327 1,269,120
Investment in an associates 8 7,083,968 7,014,738
Investment properties 9 1,461,085 5,561,475
Property and equipment 469 935
Total Non-curent assets 9.624.849 13,836,268
Total assets _14772,328 20,896,760
LIABILITIES AND EQUITY

Current liabfities:

Accounts payable and other credit balances 10 05,357 104,544
Murabaha payables 11 2,387,382 2,438,967
Free infterest loan 12 : 4,338,315
Due to related parties 6 66.538 204,889
Total current llabilitles 2,549,277 7.086.715
Non-Current liabllitles:

Provision for end of service Indemnity 13 172413 151,483
Total Non-current liabilities 172,413 151,483
Total llabllities 2,721,690 7,238,198
Equity:

Share capital 14 15,000,000 15,000,000
Statutory reserve 15 85,715 85,715
Volurtary reserve 16 82,987 82,987
Cumulative changes in fair vaiue (204,285) {201,089)

Foreign currency translation adjustments 853,741 1,200,041

Accumuiated losses 13,845,681} {2,677,436)

Equity attributable to Parent Company's shareholders 11,972,467 13,580,208

Non—controlling interests 78,171 78,354
Total equity 12,050,638 13,658,562
Total llabliitles and equlty . 14772328 20,896,760

The accompanying notes {1} to (22) form an Integral part of the consolidated financial statements

Ayad Falsal Al-Khatrash
Chairman & Chisf Exscutlve Officer



design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide & basls for our opinion. The risk of not detecting a materlal misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omisslons, misrepresentations, or the ovemide of intemal
control.

o Obtaln an understanding of Interal control relevant to the audit In order to design audit procedures that are appropriate In the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's Internal control.

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

« Conclude on the appropriateness of management's use of the going concern basls of accounting and, based on the audit
evidence obtzined, whether a material uncertainty exists related fo events or conditions that may cast significant doubt on the
Group's ability to continue as a golng cancem. If we conclude that a materlal uncertainty exists, we are required to draw attention
in our auditor's report to the related disclosures In the consolidated financlal statements or, if such disclosures are inadequate,
to modlfy our opinion. Qur conclusions are based on the audit evidence obtalned up to the date of our auditor's report. However,
future events or conditions may cause the Group to cease to continue as a golng concern.

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

« Obtaln sufficlent appropriats audit evidence regarding the financtal information of the entities or business activities within the
Group to express an oplnlon on the consolidated financlal statements. We are responsible for the direction, supervision and
performance of the group audii. We remain solely responsible for our audit opinion.

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

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

Report on Other Legal and Regulatory Requirements

In our opinion, proper books of account have been kept by the Parent Company and the consolidated financial statements, together
with the contents of the report of the Parent Company's board of directors relating to these consolidated financlal statements, are
in accordance therewlth. We further report that we obtained all the information and explanations that we required for the purpose
of our audit and that the consolidated financial statements Incorporate all information that Is required by the Companles Law No. 1
of 2016 and Its Executive Regulations, and by the Parent Company's Memorandum of Incorporation and Articles of Assoclation, as
amended, that an Inventory was duly carried out and that, to the best of our knowledge and bellef, no violations of the Companies
Law No. 1 of 2016 and Its Executive Regulations, or of the Parent Company's Memorandum of Incorporation and Articles of
Association, as amencded, have occurred during the year ended December 31, 2016, that might have had a material effect on the
buslness or financlal posttlon of the Parent Company.

Dr. Shualb A. Shuaib
State of Kuwait Licence No. 33-A
March 22, 2017 RSM Albazls & Co.
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INDEPENDENT AUDITOR’S REPORT

The Shareholders
Edafah Holdirng Company - K.S.C. (Holding)
State of Kuwait

Report on the consolidated financial statements
Opinion

Wa have auditei the consolidated financlal statements of Edafah Holding Company - K.S.C. (Closed) “the Company” and Its
subsidiaries “the Group®, which comprise the consolidated statement of financial position as at December 31, 2016, and the
consolldated stetement of profit or loss, the consolidated statement of profit or loss and other comprehensive incoms, the
consolidated statement of changes In equlty, and the consolldated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, Including a summary of significant accounting policies.

in our oplnion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Group as at December 31, 2016, and its consolidated financlal performance and Its consolidated cash flows for the
year then ended in accordance with International Financlal Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audtt In accordance with International Standards on Auditing {ISAs). Cur responsibilities under these standards
ara further described In the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the Intemational Ethics Standards Board for Accountants’ Code of Ethics for
Professlonal Accountants (IESBA Code) together with ethical requirements that are relevant to our audit of the consolidated financial
statements In the State of Kuwait, and we have fuifilled our other ethical responsibliities In accordance with the (ESBA Cods). We
believe that the audit evidence we have obtained Is sufficiant and appropriate to provide a basis for our opinion.

Emphasls of matter

Without qualifying our opinion, we draw attention to Note (11) in the accompanying consolidated financlal statements which states
that the Parent Company did not pay or reschedule the Murabaha payables which are due. Accordingly, we were not able to
determine whether or not the existing legal case will result In additional obligations on the Parent Company.

Responsibliities of Management and Those Gharged with Governance for the Consolldated Financlal Statements

Management is responsible for the preparation and fair presentation of the consolidated financlal statements In accordance with
IFRSs, and for such intemal control as management determines Is necessary to enable the preparation of consolidated financial
staternents that are free from materlal misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management Is responslble for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to golng concern and using the going concern basis of accounting unless
management &ither intends to liquidate the Group or to cease operatlons, or has no realistic alternative but to do so.

Those charged with governance are responstble for overseeing the Group's financlal reporting process.
Auditor's Responsibliities for the Audit of the Consolidated Financial Statements

Our objectives are to obtaln reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to Issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect
a matsrial misstatement when it exists. Misstatements can arise from fraud or error and are considered material K, individually

or in the aggregate, they could reasonably be expected to influence the economic decislons of users taken on the basls of these
consolidated financlal statements.

As part of an aud't in accordance with ISAs, we exerclse professional judgment and maintain professional skepticism throughout
the audit. We also:

o Identlfy and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,

EDAFAH HOLDING COMPANY (K.8.C.C.)
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SHARI'A COMMITTEE’S REPORT

For the per-iod from 01/01/2016 fo 31/12/2016

To: The Shareholders of Edafah Holding Company.
Peace, mer-cy and blessings of Allah be upon you.

According to the contract signed with us we at Fatwa and Shariah Supervisory Board in Al Mashora and Al Raya
have audited and supervised the principles adopted and the confracts related to the transactions concluded
by the Comapeny during the perlod from 01/01/2016 to 31/12/2016. We have carried out the necessary
supervision to give our opinion on whether or not the Company has complied with the Islamlc Shariah rules
and principles as well as the Fatwas, decisions and guidelines made by us.

However, ourr liabiltty is limited to the expression of independent opinion on the extent of the company compliance
with same based on our audit,

Our supervision included examining the contracts and procedures used by the Company on the basis of
examining each type of operatlons.

In our opinion, the contracts, operatlons and transactions concluded or used by the Company during the
perlod from 01/01/2016 to 31/12/2016. and which have baen reviewed by us, were In compliance with the
provisions and principles of the Islamic Shariah.

Morgover, The Company has to draw the attentlon of its shareholders to the fact that they should pay thelr
Zakat by themselves.

We wish the Company alf success and prosperity in serving our religion and our country.

Peace, mercy and Blessing of Allah be upon you

A

Prof. Abdul Aziz Khalifa Al Qassar
Chairman of the Shari'a Committee

=7

Dr. Essa Zaki Essa Dr. All Ibrahim Al Rashed
Shari'a Committee Member Shari'a Committee Member
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BOARD MEMBERS' REPORT

Valuable Shareholders of Edafah Holding Company

On behalf of Edfah Holding Company’s Members of the Board, It honors me to present to you our 10th Annual Report
for the Financial Year of 31/12/2016, to review together the latest developments In the company's projects as well as
the financial accounts for the year ended..

With great praise to Allah His Mighty, , Edafah Riyadh project (SAK), considered the company's premium Investment
- representing approximately 47% of the capital -  Is now completed. After being delayed due to partlal financlal
hiccups , as well as administrative and procedural difficuities, yet with the grace of Allah, the project has been
concluded and we look forward to harvesting the frultful and promising coming years.

Highlighting the Saudt Arabia’s vision for 2030 and following up closely with the Implementations of that vision, as
well as the Involvement of new laws, procedures and restrictions on all flelds among the Kingdom, we cannot ignore
the fact that the hotsl apartments market is still standing solid, where the market the market has maintained the
unit prices and occupancy rates unlike many other sectors, for a number of reasons, the most important of which
the special attention given by the Kingdom te the hotel and tourism sectors in general as well as the incentives and
support to those sectors which are now evolving with continuous success.

After giving a quick brief on Riyadh project, we would add a quick brief on the financial statement of Edafah HoldIng
Company throughout Its business activities for the year end of 2016. The total revenues amounted to KD 666,886
compared to KD209,646 in 2015, while the fotal expenses amounted to KD 501,55 compared to KD 404,925 in
2015. Also, the net loss of the company has reached (KD1,168,438) at the rate of KD 0.0078 Fils per share compared
to the number of the existing and paid shares in a total number of 150,000,000 shares as on 31/12/2016. The loss
resulted mainly from the new land regulations In SAK that led to sharp reduction in land prices. Further, the book value
per share amounted to 80,3 Fils.

Least but not last, we take this opportunity to extend our sincers gratitude to all our honorable Shareholders for their
immense support, continuous valuable trust and great responsibility, we are proud to deal with such Shareholders
who motivate us to look forward, cross the difficult barriers and use our great efforts to achieve the company's goals.

We pray to Almighty Allah to bless and guide our steps towards the success of the company's beneflt and prosperity.
Best Regards and Good Wishes

Ayad Falsal Al-Khatrash
Chairman of the Board and Chief Executive Offlicer
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BOARD OF DIRECTORS

AYAD FAISAL AL KHATRASH MOHAMMAD JASSEM AL MOUSA  HAZEM ALI AL HILAL AL MUTAIRI
Chairman & CEQ Deputy Chairman Board Member

MARZOUQ RASHID AL RASHDAN TALAL ABDULLAH AL NAFISI ABDULAZIZ DAWOOD AL MARZOUQ
Board Member Board Member Board Member

AHMAD ABDULMOHSEN AL FARHAN
Board Member
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