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Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was:

Kuwaiti Dinars

2016 2015
Bank balances 1,101,637 675,624
Trade and other receivables 957,416 644,363
Due from related parties 142,100 -

2,201,153 1,319,987

Liquidity risk management 19
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Group’s reputation.

Ultimate responsibility for liquidity risk management rests with the management of the Group, which has
built an appropriate liquidity risk management framework for the management of the Group’s short and
medium funding and liquidity management requirements, The Group manages liquidity risk by maintaining
adequate cash and cash equivalents and by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities.

All financial liabilities of the Company as of 31 December 2016 mature within 12 months.

Due to related parties represents interest free contribution from shareholders not repayable in foreseeable
future.

Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide return on investment to members and benefits for other stakeholders and to

maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The management constantly monitors the capital structure of the Company with a view to ensuring that a
balance is maintained between returns and risk. As at 31 December 2016, the group is not geared as there
are no borrowings.

Comparatives

Certain prior period amounts have been reclassified to conform with current presentation but with no effect
on loss or shareholder’s equity.
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The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates,
interest rates and equity price risk.

Foreign currency risk management
The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange

rate fluctuations arise. Exchange rate exposures are managed within approved policy parameters and through
continuously monitoring exchange rate fluctuations.

The carrying amounts of the Group’s foreign currency denominated monetary assets and liabilities at the
reporting date are as follows:

Kuwaiti Dinars

Assets Liabilities
2016 2015 2016 2015
US Dollar 574,173 40,268 54,812 71,723

574,173 40,268 54,812 71,723

Foreign currency sensitivity analysis

At 31 December 2016, if the Kuwaiti Dinar had strengthened by 5% against major currencies with all other
variables held constant, loss for the year would have been higher by KD 25,968.

A 5% weakening of the Kuwaiti Dinars against the major currencies would have had the equal but opposite
effect on loss.

Interest rate risk management

The Group is exposed to interest rate risk as it borrows funds at floating interest rates. The risk is managed
by the Group by borrowing funds from local and foreign banks. The group is not exposed to interest rate
risks there is no interest bearing assets or liabilities.

Equity price risk management

This is a risk that the value of financial instruments will fluctuate as a result of changes in market prices,
whether these changes are caused by factors specific to individual instrument or its issuer or factors affecting
all instruments, traded in the market. The Group is not exposed to equity price risks as it does not have any
investments that are marked to market.

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial
loss to the Group. The Group has adopted a policy of only dealing with creditworthy counterparties. The
Group uses its own trading records to rate its major customers. The Group’s exposure and the credit ratings
of its counterparties are continuously monitored and the aggregate value of transactions concluded is spread
amongst approved counterparties. Credit exposure is controlled by counterparty limits that are reviewed and
approved by the management annually.

Trade receivables consist of a large number of customers, spread across diverse industries. Ongoing credit
evaluation is performed on the financial condition of trade receivables.

The Group does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Group defines counterparties as having similar
characteristics if they are related entities. The credit risk on liquid funds is limited because the counterparties
are banks with high credit-ratings assigned by international credit-rating agencies. (Refer note 4)
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Annual general assembly meeting

The Annual General Assembly that was held on 29 june 2016 approved the audited consolidated financial
statements for the year ended 31 December 2015.

Related party balances and transactions
Related parties consist of major shareholders, directors and executive officers of the Group, their families and
companies of which they are the principal owners. All related party transactions approximate arm’s length

terms and are approved by the Group’s management.

The related party balances and transactions not disclosed elsewhere in this financial statements are as follows:

Kuwaiti Dinars
31 December 31 December

2016 2015
Transactions
Revenue 646,922 -
Cost of revenue 330,418 317,168
Subsidiaries
Details of the Group’s subsidiaries at 31 December 2016 and 2015 are as follows:
Place of Proportion of ownership
Name of subsidiary incorporation interest % Principal activity
2016 2015
Telephony and
Dizlee Communications W.L.L. Kuwait 100 100 technology services
Mada for Value Added Services Telephony and
Company W.L.L. Kuwait 51 51 technology services
Contingent liabilities -
Kuwaiti Dinars
2016 2015
Letters of guarantee 229,113 219,313
229,113 219,313

Financial risk management
Financial risk management objectives

The Group’s management monitors and manages the financial risks relating to the operations of the Group
through internal risk reports which analyse exposures by degree and magnitude of risks. These risks include
market risk (including foreign currency risk, interest rate risk and equity price risk), credit risk and liquidity
risk.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Group’s income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return.
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Sale of goods

Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net
of returns, trade discounts and volume rebates. Revenue is recognised when the significant risks and rewards
of ownership have been transferred to the buyer, recovery of the consideration is probable, the associated
costs and possible return of goods can be estimated reliably, there is no continuing management involvement

with the goods, and the amount of revenue can be measured reliably.

Interest income

Interest income is accrued on a time basis with reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount,

Foreign currency translations

The functional currency of the Company is the Kuwaiti Dinar. Foreign currency transactions are translated
at the spot exchange rate prevailing at the date of transaction. At each date of statement of financial position,
monetary assets and liabilities denominated in foreign currencies are translated into Kuwaiti Dinars at the
rates of exchange prevailing at that date. Resultant gains or losses are taken to statement of comprehensive
income.

Cash and cash equivalents

_Kuwaiti Dinars

2016 2015
Cash on hand 302 3,774
Bank balances 1,101,637 675,624

1,101,939 679,398

Trade and other receivables

Kuw: aFDﬁa?

2016 2015

Accounts receivable 980,718 688,358

Less: provision for impairment of accounts receivable _48,822)  (72,260)
931,896 616,098

Due from Related Party 142,100 -
Refundable deposits 19,877 17,967
Prepayments 307,720 2,484,228
Other receivables 5,643 10,298
Total 1,407,236 3,128,591

As at 31 December 2016, trade receivables amounting to KD 930,928 (31 December 2015: KD 639,783)
were neither past due nor impaired. Trade receivables amounting to KD 49,790 (31 December 2015:
KD 48,575) were past due but not impaired. These relate to a number of independent customers for whom
there has been no recent history of default. The ageing analysis of these trade receivables is as follows:
Aging of past due but not impaired

Kuwaiti D_in;s o

2016 2015
91 - 180 days 46,553 25,500
181 - 365 days 3,237 23,075
Total 49,790 48,575

As of 31 December 2016, trade receivables of KD 48,822 (2015: KD 72,260) were past due and impaired.
Those receivables are due for more than one year and fully provided for.

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality
of the trade receivable from the date credit was initially granted up to the reporting date. The concentration
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2.7 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost includes the purchase price, import
duties, transportation, handling and other direct costs. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price less all estimated costs of completion and costs to
be incurred in marketing, selling and distribution.

2.8 Property and equipment

Property and equipment except leasehold land and freehold are carried at cost less accumulated depreciation
and accumulated impairment loss. Cost comprises of acquisition costs and all directly attributable costs of
bringing the asset to working condition for its intended use. Depreciation is computed on the straight-line
method based on estimated useful lives of assets.

The carrying amount of property and equipment is reviewed at each date of statement of financial position
to determine whether there is any indication of impairment. If any such indication exists, the assets are written
down to its recoverable amount and the impairment loss is recognized in consolidated statement of income.
For the purpose of assessing the impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows.

2.9 Intangible assets

Identifiable non-monetary assets acquired in connection with the business and from which future benefits in
the form of service contract rights are expected to flow are treated as intangible assets. Intangible assets with
finite useful lives are amortised over their useful lives on a straight line basis.

IRU are the rights to use a portion of the capacity of a terrestrial or submarine transmission cable granted for
a fixed period. IRUs are recognized at cost as an asset when the Group has the specific indefeasible right to
use an identified portion of the underlying asset, generally optical fibers or dedicated wave length bandwidth
and the duration of the right is for the major part of the underlying asset’s economic life. They are amortised
on a straight line basis over the shorter of the expected period of use and the life of the contract which ranges
between 10 to 20 years.

If there is an indication that the carrying value of an intangible asset is greater than its recoverable amount,
the intangible asset is written down to its recoverable amount and the resultant impairment loss is taken to
statement of income.

2.10  Provision for liabilities

Provisions for liabilities are recognized when as a result of past events it is probable that an outflow of
economic resources will be required to settle a present legal or constructive obligation; and the amount can
be reliably estimated.

2.11  Post employment benefits

The Group is liable to make defined contributions to State Plans and lump sum payments under defined
benefit plans to employees at cessation of employment, in accordance with the laws of the place where they
are deemed to be employed. The defined benefit plan is unfunded and is computed as the amount payable
to employees as a result of involuntary termination on the statement of financial position date. This basis is
considered to be a reliable approximation of the present value of the final obligation.

2.12  Revenue recognition

Revenue is recognised to the extent that it is probable that the economic penefits will flow to the Group and
revenue can be reliably measured at the fair value of the consideration received or receivable.

Rendering of services

Revenue from telecommunication services is recognised when the service has been performed. According,
the amount received as advance are deferred and classified as deferred revenue in trade and other payables.
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2.6

Measurement
Financial instruments

All financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue are added to the cost of acquisition.

Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. These are subsequently measured and carried at amortised cost using the effective yield.

Available for sale

These are non-derivative financial assets not included in any of the above classifications and are principally
those intended to be held for an indefinite period of time, which may be sold in response to needs for
liquidity, changes in interest rates or prices. These are subsequently re-measured and carried at fair value.
Any resultant unrealized gains and losses arising from changes in fair value are taken to other comprehensive
income. When the available for sale asset is disposed off or is impaired, the related accumulated fair values
reported in other comprehensive income are transferred to statement of income.

Financial liabilities

Financial liabilities classified as “other than at fair value through profit or loss” are subsequently measured
and carried at amortized cost using the effective vield.

Financial guarantees

Financial guarantees are subsequently measured at the higher of the amount initially recognized less any
cumulative amortization and the best estimate of the amount required to settle any financial obligation arising
as a result of the guarantee.

Fair values

Fair values of quoted instruments are based on closing bid prices published by recoganised stock exchanges.
If the market for a financial asset is not active or the financial instrument is unquoted, fair value is derived
from recent arm’s length transactions, discounted cash flow analysis, other valuation techniques commonly
used by market participants or determined with reference to market values of similar instruments, The fair
value of financial instruments carried at amortised cost is estimated by discounting the future contractual
cash flows at the current market interest rates for similar financial instruments.

Impairment

A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. An
assessment is made at each date of statement of financial position to determine whether there is objective
evidence that a specific financial asset or a group of similar assets may be impaired. If such evidence exists,
the asset is written down to its recoverable amount. The recoverable amount of an interest bearing instrument
is the present value of estimated future cash flows, including amounts recoverable from guarantees and
collateral, discounted at the financial asset's original effective interest rate. If the financial asset has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract.

Financial assets are written off when there is no realistic prospect of recovery.
Cash and cash equivalents

Cash on hand, demand and time deposits with banks whose original maturities do not exceed three months
are classified as cash and cash equivalents in the consolidated statement of cash flows.
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Non-controlling interest in an acquiree is stated at the non-controlling interest’s proportionate share in the
recognized amounts of the acquiree’s identifiable net assets at the acquisition date and the non-controlling
interest’s share of changes in the equity since the date of the combination. Total comprehensive income is
attributed to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. Changes in the Group’s ownership interest in a subsidiary that do not result in loss of control are
accounted for as equity transactions. The carrying amounts of the controlling and non-controlling interests
are adjusted to reflect the changes in their relative interest in the subsidiary and any difference between the
amount by which the non-controlling interests is adjusted and the fair value of the consideration paid or
received is recognized directly in equity and attributed to the Group’s shareholders. Non-controlling interest
is presented separately in the consolidated statements of financial position and profit or loss. The non-
controlling interests are classified as a financial liability to the extent there is an obligation to deliver cash or
another financial asset to settle the non-controlling interest.

Consolidated financial statements are prepared using uniform accounting policies for like transactions and
other events in similar circumstances based on latest audited financial statements of subsidiaries. Intra group
balances, transactions, income, expenses and dividends are eliminated in full. Profits and losses resulting
from intra group transactions that are recognized in assets are eliminated in full. Intragroup losses that indicate
an impairment is recognized in the consolidated financial statements.

When the Group loses control of a subsidiary, it derecognizes the assets (including any goodwill) and
liabilities of the subsidiary at their carrying amounts at the date when control is lost as well as related non-
controlling interests. Any investment retained is recognized at fair value at the date when control is lost. Any
resulting difference along with amounts previously directly recognized in equity is transferred to the
consolidated statement of profit or loss.

2.5 Financial Instruments
Classification

In the normal course of business the Group uses financial instruments, principally cash, balance with banks,
trade and other receivables, due from/to related parties, due from/to members, investments, trade and other
payables, trade finance, term loan.

The Group classifies financial assets as “loans and receivables” and “Available for sale”. All financial liabilities
are classified as “other than at fair value through profit or loss” except any liabilities from fair valuation of
derivative financial instruments.

Recognition and de-recognition

A financial asset or a financial liability is recognised when the Group becomes a party to the contractual
provisions of the instrument. A financial asset is derecognised when the contractual rights to the cash flows
from the financial asset expire; or when the Group has transferred substantially all the risks and rewards of
ownership; or when it has neither transferred nor retained substantially all risks and rewards of ownership
and it no fonger has control over the asset or portion of the asset. If the Group has retained control, it shall
continue to recognise the financial asset to the extent of its continuing involvement in the financial asset.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different
terms, ot the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and recognition of a new liability.

All regular way purchase and sale of financial assets are recognized using trade date accounting. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time
frame generally established by regulations or conventions in the market place.
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2.4

December 2016

Other new standards or amendments to existing standard are not expected to have a material impact on the
consolidated financial statements of the Group.

Business combination

A business combination is the bringing together of separate entities or businesses into one reporting entity as
a result of one entity, the acquirer, obtaining control of one or more other businesses. The acquisition method
of accounting is used to account for business combinations. The consideration transferred for the acquisition
is measured as the fair values of the assets given, equity interests issued and liabilities incurred or assumed
at the date of the exchange. The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. The acquisition related costs are expensed when
incurred. ldentifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination (net assets acquired in a business combination) are measured initially at their fair values at the
acquisition date. Non-controlling interest in the subsidiary acquired is recognized at the non-controlling
interest’s proportionate share of the acquiree’s net assets.

When a business combination is achieved in stages, the previously held equity interest in the acquiree is re-
measured at its acquisition-date fair value and the resulting gain or loss is recognized in the consolidated
statement of profit or loss. The fair value of the equity of the acquiree at the acquisition date is determined
using valuation techniques and considering the outcome of recent transactions for similar assets in the same
industry in the same geographical region.

The Group separately recognizes contingent liabilities assumed in a business combination if it is a present
obligation that arises from past events and its fair value can be measured reliably.

An indemnification received from the seller in a business combination for the outcome of a contingency or
uncertainty related to all or part of a specific asset or liability that is recognized at the acquisition date at its
acquisition-date fair value is recognized as an indemnification asset at the acquisition date at its acquisition-
date fair value.

The Group uses provisional values for the initial accounting of a business combination and recognizes any
adjustment to these provisional values within the measurement period which is twelve months from the
acquisition date.

Consolidation

The Group consolidates the financial statements of the Parent Company and subsidiaries (i.e. investees that
it controls) and investees controlled by its subsidiaries.

The Group controls an investee if and only if the Group has:

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

e  Exposure, or rights, to variable returns from its involvement with the investee, and

* The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

e The contractual arrangement with the other vote holders of the investee;
¢ Rights arising from other contractual arrangements;
e  Voting rights and potential voting rights;

The financial statements of subsidiaries are included in the consolidated financial statements on a line-by-
line basis, from the date on which control is transferred to the Group until the date that control ceases.
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2, Basis of preparation and significant accounting policies
2.1 Basis of preparation

These consolidated financial statements have been prepared in conformity with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC).These consolidated
financial statements are prepared on the historical cost convention, except for available for sale investments
which are measured at fair value. These consolidated financial statements are presented in Kuwaiti Dinars
(“KD"), which is the Group’s functional and presentation currency,

2.2 Standards issued but not effective

i) IFRS 9: Financial Instruments

The IASB issued IFRS 9 - Financial Instruments in its final form in July 2014 and is effective for annual periods
beginning on or after 1 January 2018 with an option to early adopt. IFRS 9 sets out the requirements for
recognising and measuring financial assets, financial liabilities and some contracts to buy or sell non-financial
assets. This standard replaces IAS 39 Financial Instruments: Recognition and Measurement. The adoption of
this standard will have an effect on the classification and measurement of Group's financial assets but is not
expected to have a significant impact on the classification and measurement of financial liabilities. The new
standard introduces an ‘expected credit loss’ model for the measurement of the impairment of financial
assets. The Group is in the process of quantifying the impact of this standard on the annual consolidated
financial statement, when adopted.

i) IFRS 15: Revenue from contracts with customers

In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers, effective for periods
beginning on 1 January 2018 with early adoption permitted. IFRS 15 defines principles for recognising
revenue and will be applicable to all contracts with customers. However, interest and fee income integral to
financial instruments and leases will continue to fall outside the scope of IFRS 15 and will be regulated by
the other applicable standards (e.g IFRS 9, and IFRS 16 Leases). This standard will supercede IAS 11
Construction contracts; IAS 18 Revenue; along with IFRIC 13, IFRIC 15; IFRIC 18 and SIC 13 from the
effective date.

Revenue under IFRS 15 will need to be recognised as goods and services are transferred, to the extent that
the transferor anticipates entitlement to goods and services. The standard will also specify a comprehensive
set of disclosure requirements regarding the nature, extent and timing as well as any uncertainty of revenue
and corresponding cash flows with customers.

The Group does not anticipate early adopting IFRS 15 and is currently evaluating its impact.

iii) IFRS 16: Leases

The 1ASB issued the new standard for accounting for leases IFRS 16 Leases in January 2016. The new standard
does not significantly change the accounting for leases for lessors. However, it does require lessees to
recognise most leases on their balance sheets as lease liabilities, with the corresponding right-of-use assets.
Lessees must apply a single model for all recognised leases, but will have the option not to recognise ‘short-
term’ leases and leases of ‘low-value’ assets. Generally, the profit or loss recognition pattern for recognised
leases will be similar to today’s finance lease accounting, with interest and depreciation expense recognised
separately in the consolidated statement of income.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted
provided the new revenue standard, IFRS 15, is applied on the same date. Lessees must adopt IFRS 16 using
either a full retrospective or a modified retrospective approach. The Group does not anticipate early adopting
IFRS 16 and is currently evaluating its impact.

23



22

MADA COMMUNICATIONS COMPANY K.S.C.

Kuwait

Notes to the Consolidated Financial Statements

31

December 2016

Corporate Information

Mada Communications Company K.S.C. (Closed) (“the Parent Company”) was incorporated in the State of
Kuwait on 28 March 1997.

The principal activities of the Parent Company and its subsidiaries (together referred to as “the Group”) are
providing telecommunications value-added services and telecommunication system integration,

The registered address of the Parent Company is P. O. Box 25555 Safat, 13116 Kuwait.
The objectives of the Parent Company are as follows:
*  Objectives related to consultation matters in the field of wire and wireless communications;

® Technical consultancy, design, supervision, operation, maintenance and inspection for wire and
wireless communications and transportation;

® Import and sale of communications equipment and spare parts provided to comply with all laws;
regulations and Bylaws of the Ministry in terms of the technical and financial aspects regulating such
matter;

*  Provide wireless data connectivity services;
* International telephone service through cards.

Other objectives added under Articles 4 and 5 of the Company’s Articles of Association as per the
commercial register approval dated 06/06/2000:

®  Buy or rent the communication lines to provide the Company’s services with coordination and
without overlap or conflict with the services provided by the State;

*  Acquiring manufacturing rights directly related to the company's services from industrial companies
(subject to approval of the Public Authority for Industry);

* Offer and manage other services of similar nature and complementary to the company's services in
the field of communication for the purpose of developing or integrating these services;

®  Conduct the technical researches related to the company's activities to improve and develop our
services in cooperation with the competent authorities inside and outside Kuwait;

* Utilize fund surpluses available with the company financial in portfolios through specialized
companies, with approval of board of directors.

The new Companies Law No.1 of 2016 was issued on 24 January 2016 and it was published in the official
Gazette on 1 February 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 12 July 2016 and was published in the Official
Gazette on 17 July 2016 which cancelled the Executive Regulations of Law No. 25 of 2012.

The Company’s management believes that application of the new companies’ law will not have any impact
on the company.

These consolidated financial statements were approved for issuance by the Board of Directors on 12 January
2017. The Annual General Assembly Meeting of the Parent Company’s shareholders has the power to amend
these consolidated financial statements after issuance.




Consolidated Statement of Cash Flows

for the year ended 31 December 2016

Notes
OPERATING ACTIVITIES
Profit for the year before contribution to KFAS and Zakat
Adjustments for:
Depreciation and amortisation 5&6
Impairment/ reversal of impairment of property and equipment
Impairment of intangible assets
Impairment of accounts receivable
Provision for impairment of obsolete and slow moving items
Impairment of available for sale financial assets
Post-employment benefits charged during the year

Finance charges

Changes in working capital

Accounts receivable and prepayments
Inventories

Due to a related parties

Accounts payable and other liabilities

Cash used in operations

Post-employment benefits paid during the year

Net cash from (used in) operating activities

INVESTING ACTIVITIES
Purchase of property and equipment
Intangible assets

Net cash used in investing activities

FINANCING ACTIVITIES
Issue of share capital

Due to related party
Finance charges paid

Net cash from financing activities

Net increase in cash and cash equivalents

Movement in foreign currency translation adjustments

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year 3

Annual Report 2016

Kuwaiti Dinars

2016 2015
64,972 (5,586,180)
1,136,867 934,384
1,894 3,737,420

- 770,488

27,767 55,932

- 26,293

- 1,866

27,967 42,565

43,432 2,941
1,302,899 (14,291)
1,693,588 (429,308)
11,117 46,719
(1,975,234) -
(262,516)  (898,674)
769,854  (1,295,554)
- (7,052)
769,854  (1,302,606)
(76,784) (64,490)
(1,517,552) -
(1,594,336) (64,490)
1,290,455 -
- 1,975,234
(43,432) (2,941)
1,247,023 1,972,293
422,544 605,197

- 25,087

679,398 49,114
1,101,939 679,398

The accompanying notes set out on pages 8 to 19 form an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

for the year ended 31 December 2016

Profit for the year

Other comprehensive income that may be reclassified to
consolidated statement of income in subsequent periods:

Foreign currency translation adjustments

Total comprehensive income / (expense) for the year

Attributable to:
Equity holders of the Parent Company

Non-controlling interests

Annual Report 2016

Kuwaiti Dinars

2016 2015
63,576 (5,586,180)
- 25,087
63,576 (5,561,093)
72,103 (5,543,764)
(8,527) (17,329)
63,576 (5,561,093)

The accompanying notes set out on pages 8 to 19 form an integral part of these consolidated financial statements.
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Consolidated Statement of Income

for the year ended 31 December 2016

Continuing operations

Revenue

Cost of revenue

Gross profit

General and administrative expenses

Selling expenses

Finance charges

Impairment of property and equipment

Impairment of intangible assets

Impairment of accounts receivable

Provision for impairment of obsolete and slow moving items

Impairment of available for sale financial assets

Other income

Profit/(loss) for the year before contribution to Zakat and KFAS
Zakat
KFAS

Profit/(loss) for the year

Attributable to:
Shareholders of the parent company
Non-controlling interest

Profit/(loss) for the year

Notes

Kuwaiti Dinars

2016 2015
6,172,928 4,613,208
(5,248,151) (4,426,817

924,777 186,391
(469,115) (769,102)
(368,671) (476,400)

(43,432) (2,941)
- (3,737,420)

- (770,488)
(27,767) (55,932)
(26,293)

- (1,866)
49,180 67,871
64,972 (5,586,180)

(735) .

(661) -
63,576 (5,586,180)

72103 (5,568851)
(8,527) (17,329)
63,576 (5,586,180)

The accompanying notes set out on pages 8 to 19 form an integral part of these consolidated financial statements.
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Consolidated Statement of Financial Position

as at 31 December 2016

Kuwaiti Dinars

Notes 2016 2015
ASSETS
Current assets
Cash and cash equivalents 3 1,101,939 679,398
Trade and other receivables 4 1,407,236 3,128,591
Inventories 84,471 95,588
2,593,646 3,903,577
Non-current assets
Property and equipment 5 3,255,521 3,954,972
Intangible assets 6 1,155,026 -
4,410,547 3,954,972
Total assets 7,004,193 7,858,549
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 7 1,585,802 1,846,922
Due to related parties - 1,975,234
1,585,802 3,822,156
Non-current liabilities
Provision for staff indemnity 338,962 310,995
338,962 310,995
Total liabilities 1,924,764 4,133,151
|
Equity
Share Capital 8 5,184,885 13,432,256
Share Premium - 334,696
Statutory Reserve 6,358 -
Voluntary Reserve 6,358 -
Treasury shares (49,020) (49,020)
Retained earnings/(Accumulated Losses) 59,387 (9,872,522)
Equity attributable to shareholders of the Parent Company 5,207,968 3,845,410
Non-controlling interest (128,539) (120,012)
Total equity 5,079,429 3,725,398
Total liabilities and equity 7,004,193 7,858,549

t out on pages 8 to 19 form an integral part of these consolidated financial statements.

Eng. Saheb S. H. Khajah
Chairman & CEO
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Independent Auditor’s Report

in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism

throughout the audit. We also:

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

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

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

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

* Evaluate the overall presentation, structure and content of the consolidated financial statements, including the

disclosures, and whether the consolidated financial statements represent the underlying transactions and events

in @ manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate to Those Charged with Governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Report on Other Legal and Regulatory Requirements

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

\'.

/'Il';al Y. Al-Muzaini

Licence No. 209A
Deloitte & Touche
Al-Wazzan & Co.

Kuwait
12 January 2017
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Independent Auditor’s Report

Report on the consolidated financial statement

Opinion

We have audited the accompanying consolidated financial statements of Mada Communications Company K.5.C.
(Closed) (“the Parent Company”) and its subsidiaries (together referred to as “the Group”), which comprise
theconsolidated statement of financial position as of 31 December 2016, and the consolidated statements of
comprehensive income, changes in shareholders’ equity and cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

in our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Group as of 31 December 2016, and its consolidated financial performance and cash flows forthe
year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

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

Other matter
The consolidated financial statements of the Group for the year ended 31 December 2015 were audited by another
auditor who expressed an unmodified opinion on those consolidated financial statements on 18 February 2016.

Other Information

Management is responsible for the other information. The other information comprises the Directors’ report which
we obtained prior to the date of this auditor’s report. The other information does not include the consolidated
financial statements and our auditor’s report thereon.

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

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 other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
The Parent Company’s management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of the consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

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

Those Charged with Governance are responsible for overseeing the Group’s financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
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