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INDEPENDENT AUDITORS® REPORT TO THE SHHAREHTIOLDERS OF ABYAAR REAL ESTATE
DEVELOPMENT COMPANY K.S5.C.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of the Abyaar Real Estate Development Company
K.5.C.P. (the “Parent Company”™} and its subsidiary (collectively “the Group™), which comprise the
comsolidated statement of financial position as at 31 December 2016, and the consolidated statement of
income, the consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement ot cash tlows for the year then ended, and notes to the consolidated financial
statements, including a summary of sigmificant accounting policies.

In our opinion, the accompanying conselidated financial statements present fairly, in all material respects,
the consolidated [nuncial position of the Group as at 31 December 2016, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (TFRSs),

Basis for Opinion

We conducted our audil 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 Consolidaied
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 Professional Accountants (IESBA
Code) and we have fultilled our other ethical responsibilities in accordance with the IESBA Code. We believe
that the audil evidence we have obtained is sutficient and appropriate to provide a basis [or our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consalidated fnancial statements of the cwrent period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. For each matter below, our description of how our audil
wddressed the matter is provided in that context.

We identified the following key audit matters:
Faluation of the investment properties

‘The investment properties of the Group have been recorded at their fair values as at 31 December 2016
determined by external real estate appraisers. The determination of fair valuc of investment properties is
highly dependent on estimates and assumplions, such as market knowledge and average markel price of
similar properties. The disclosures relating to the assumplions, cstimates and the policy for recognition and
measurement of invesimenl properties are given in the accounting policies section of the notes to the
consolidated financial statements. Given the size of the valuation of investment properties and the importance
of the disclosures relating to the assumptions used in the valuation, we have considered this as a key audit
martter.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF ABYAAR REAL ESTATE
DEVELOPMENT COMPANY K.5.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Kev Audit Matters (continued)
Faluation af the investment propertics (continued)

We have challenged the asswmplions and cslimalcs made by management and the appropriateness of the
properties’ related data supporting the external appraisers’ valualions. We performed procedures for areas of
higher risk and estimation. This included, where relevant, comparison of judgements made (o current and
emerging markel practices and challenging the valuations on a sample basis. We also asscssed the
appropriateness of the disclosures relating 1o the investment properties of the Group in Note 6 of the
consolidaled Onancial statements.

Other information included in the Group's 2016 Annual Report

Management is responsiblc for the other information. Other information consists of the information included
in the Group’s 2016 Annual Report, other than the consolidated financial statements and our auditor’s report
thereon. We obtained the report of the Parent Company's Board of Directors, prior to the date of our auditor’s
report, and we expect to obtain the remaining sections of the Annual Report after the date of our auditor’s

report.

Owr opindon on the consolidated financial statements does not cover the other information and we do not and
will ot express any form of assurance conclusion thereon,

In connection with our audil of the consolidated financial statements, our responsibility is 1o read the other
information wentified above 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 (o be
materially misstated. IL based on the work we have performed on the other information that we oblained prior
to the date of this auditor’s report, we conclude that there is a material misstatement of this other infomuation,
we are required (o report thiat Gael. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs, and for such mtemnal control as management determines is necessary to enable the
preparation of consolidated financial staterments thal are [ree from material misstatement, whether due to fraud
Or erTor.

[ preparing the consolidated [inancial stalements, 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 cither 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 oversceing the Group's financial reporting process.

[ ]
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INDEFENDENT AUDITORS' REPORT TO THE SITARENOLDERS OF ABYAAR REAL ESTATE
DEVELOPMENT COMPANY K.5.C.P. (continuned}

Report on the Audit of the Consolidated Financial Statcments (continued)

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole arc [ree [rom malenial misstatement, whether due to fraud or error, and to issue an audilor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when il exisls, Misstatements
can atise [rom [raud or crror and are considered material if, individually or in the aggregate, they could
reasonably be expecled to mluence the economic decisions of users taken on the basis of these conselidated
linancial staleiments.

As part of an audil in accordance with 1SAs, we exercise professional judgment and maintain professional
seeplicism throughout the audit. We also:

¢ [dentify 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 sullicient and appropriate to provide a basis for our opinion. The risk of not detecting a matenal
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 andit in order to design audil procedures thal are
appropriate in the circumstances, but not for the purpese of expressing an apinion on the effectiveness of
the Group’'s internal control.

s 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 ¢onceem basis of accounting and based
on the audit evidence obtained. whether a material uncertainty exists related (o cvents or conditions that may
cast significant doubt on the Group’s ability to contimue as a going conecm. I we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report 10 1he related disclosures in the
consolidated financial statements or, if such disclosures are inadequate. to modily our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
evernts 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 staterments represent the underlving transactions and
events in a manner that schicves fair presentation.

e Obtain sufficient sppropriate sudit evidence regarding the financial intormation 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 audil opinion.

We communicate with those charged with govemnance regarding, among other matters, the planned scope and
timing of the audit and significan sudit Ondings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicale with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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INDEFENDENT AUDITORS® REPORT TO THE SITAREHOLDERS OF ABYAAR REAL ESTATE
DEVELOPMENT COMPANY K.5.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Auditor’s Responsibilitics for the Audit of the Consolidated Financial Statcments (continued)

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audil matlers. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
nat be commumicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

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 Lo 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 information that is required by the Companies Law No.l 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 Companics Law No.l of 2016 and its executive regulations or of the Parent Company’s
Memorandum of Incorporation and Articles of Association have occurred during the vear ended 31 December
2016 that might have had a material effect on the business of the Parent Company or on its financial position.

WALEED A, AL OSAIMI MOHAMMED HAMED AL SULTAN
LICENCE N(. 68 A LICENSE NG, 100 A

EY AL SULTAN AND PARTNERS MEMBER OF
AL-AIBAN, AL-OSAIMI & PARTNERS BAKER TILLY INTERNATIONAL

16 March 2017
Kuwait



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF INCOME
For the vear ended 31 December 2016

2016 2015
Notes K KD
INCOME
Gain on sale of invesiment property - 5,204
Foreign exchange pain 452,595 1,790,872
ljarah income - 471,089
Dividend income - 90,390
Other income 4 1,438,126 f,526
(7ain on sale of property and equipment 251,767 -
(rain on sale of properties under development 5 - 1,914,129
Met gain on sale of available for sale investment - 114,266
Share of results from associates 7 - 8,260
2,142,488 4 460 828

EXPENSES
Stalf costs (598,560) (740,496}
Cieneral and administration expenses {494,106) (637 446)
Islamic finance costs (1,958,092) (2,009 378)
Unrealised loss on revaluation of investment property s (3.550,000) -
Impairment loss on investment in associates 7 (543.581) -
Impairment loss on available for sale investments # - (1,095,208)

(7,144,339) (4.482,528)
LLOSS FOR THE YEAR (5,001,851) (21,700)
BASIC AND DILUTED LOSS PER SHARE 3 (4.55) fils {0.02) fils

The attached notes 1w 22 form part of these conselidated financial statements.

-




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Far the year ended 31 December 2016

Luoss for the vear

Other comprehensive income

ltems of other comprehensive income thar arve or may be reclassified 1o the
comsolidated statement of tncome in the subseguent period:

Fareign currency translation ditferences

Other comprchensive income for the year

Total comprehensive (loss) income for the year

The attached notes 1 1o 22 form part of these consolidated financial statements.

2016 JES

KD Kb
(5.001.851) (21,7000

585,320 1,875,206

585,320 1,875,206
(4,416,531) 1,853,506




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2016

20116 20(3
Notes KD KD
ASSETS
Non-current assets
Property and equipment 44,198 55%.293
Propertics under development 3 105,534,103 31,353,402
Investment propertics b 30,814,695 103.236,369
Investment in associates 7 5313100 5.R56,6%1
Financial assets available tor sale S 2,622,318 2,583 494
ljarah receivables 9 28,172,173 27909 875
172,500,587 171.696.314
Current assets
ljarah receivables 9 1,161,998 1,161,998
Accounts receivable and prepayments 10 10,160,600 14,560,731
Murabaha investment - 431,000
Bank balances and cash 11 801,651 2,540,305
12,124,249 | 8,694,034
TOTAL ASSETS 184,624,830 190,392 3458
EQUITY AND LIABILITIES
Equity
Share capital 12 110,727,500 110,727,500
Statutory reserve 13 1,473,038 | 473,038
General reserve 13 2,288 2288
Treasury shares 14 (1,473.038) (1.473.038)
Forsign currency translation reserve 7,258,587 6,673,267
Accumulared losses (26,403.517) (21.401.966)
Total equity 41,584,558 06,001,089
Non-current liabilities
Islamic financing payvables 15 28,752,499 30.997.640
Accounts pavable and accruals 16 43,769,800 40,076,196
Emplovees® end of service benefits 371,707 379053
72,894,012 71453 78R
Current liabilities
Islamic financing payables 15 12,933,787 I 1,834 850
Accounts pavable and accruals 16 7,212,479 11,102.62]
20,146,266 2283747
Total liabilities 93,040,278 94,301,259
TOTAL EQUITY AND LIARILITIES 184,624,830 190,392 348

Marzoog R, Al-Rashdan
Chairman

The attached notes | to 22 torm part of these consolidated financial statements,

£
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Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2016

OPERATING ACTIVITIES
Loss for the vear
Adjusiments for:
(rain on sale of investument propenty
Foreign exchange gain
ljarah income
(ain on sale of property and equipment
(rain on sale of properties under development
Share of resulis from associates
{Reversal of) provision for employees® end of services benefits
Depreciation
Islamic finance costs
Unrealised loss on revaluation of invesimenl property
Impairment loss on investment i associales
Tmpairment loss on financial assets available for sale

Changes in working capital:
Accounts receivable and prepavments
Accounts pavable and accruals

Cash flows from operations
Crmplovess’ end of service benefits paid

Met cash flows from operating activities

INVESTING ACTIVITIES

Proceeds from sale of property and equipment
Additions 1o property and equipment

Additions to properties under development
Proceeds from sale of properties under development
Payable to contractors and consultants

Additions to imvestment properties

Proceeds from sale of investment properties

Met movement in pavable on purchase of investment properties
Met movement in financial assets available for sale
Movement in murabahz investment

Met movement in restricted bank balances

Net cash flows used in investing actlivilies

FINANCING ACTIVITIES
MNet movement in Islamic financing pavables

Net cash flows used in financing activilies
DECREASE IN BANK BALANCES AND CASH

Bank balances and cash as at 1 January

BANK BALANCES AND CASH AS AT 31 DECEMBER

The attached notes 1 to 22 form part of these consolidated financial statements,

Niotes

Ln

@9 1 S

Ln

o

2016 2015
KD KD
(5,001.851) (21,7040)
: (5,296)
{452,595) {1,790,872)
5 {471,089)
(251.767) -
- (1,914,129)
: (68.260)
(8,245) 98,634
42,909 75.302
1,958,092 2,009,378
3,550,000 4
543,581 .
- 1,095,208
380,124 (992, 824)
4,400,131 11,592,846
496,196 (3.163,559)
5,276,451 7,436,463
3 (13.641)
5,276,451 7,422,822
711953 -
- (69,144}
(3,893,815) (5.968,157)
- 14,922,369
(3,000,215) 1,298,696
- (18,564,502)
- 423,459
- 2,258,375
(38,824) -
431,000 (1.886,262)
1,732,219 2,506,019
(4,136,682) (5,079,147)
(1.146.204) (2,762 B53)
(1,146,204) (2.762,853)
(6,435) (419,178)
6,620 25,798
185 6,620

9



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2016

1 CORPORATE INFORMATION AND ACTIVITIES

The consolidated financial statements of Abyaar Real Estate Development Company K.S.C.P. (the “Parent Company”™)
and its subsidiary (the “Group™) for the year ended 31 December 2016 were authorised for issuance by the Parent
Company’s board of directors on 16 March 2017, The General Assembly of the Parent Company’s shareholders has the
power to amend these consolidated financial statements afier 1ssuance.

The registered office of the Parent Company is located at Al Sour Tower, Al Sour Street, Al Qebla Area, P.O. Box
4238, Safar 13043, Kuwait.

The main activities of the Parent Company are as follows:
1. Owing, selling and buying real estate and lands as well as developing them for the Company’s account inside
Kuwait and abroad, also managing properties for others without breaching the provisions stipulated in the
existing laws that prohibit trading in private residential plots as stipulated in these laws.

2. Owing, selling and buving shares and bonds of real estate companies only {or the account of the Company
inside Kuwait and abroad,
3. Preparing studies and offering consultations of all kinds of real estate fields if only the required conditions are

mel by the parties that perform such services.

4. Owing and managing hotels, health clubs, and touristic facilities as well as renting and leasing the same.

3. Performing mamtenance works related to buildings and real estate owned by the Company and others including
maintenance work, execution of civil, mechanical, electrical, elevators and air conditioning work to ensure the
protection and safety of buildings.

6. Managing, operating, investing in, renting and leasing hotels, clubs, motels, puest houwses, parks, sardens,
showrooms, restaurants, cafererias, housing complexes, touristic and health resorls, recreational and athletic
projects and stores of all degrees and levels, inclusive of all main and auxiliary services and the accompanying
facilities and other necessary services.

7. Orpanizing real estate exhibitions related 1o the Company’s real estate projects in accordance with Minist's
applicable regulations.

8. Holding real estate auctions as per the Minisiry s applicable regulations.

9 Owing and managing commercial malls and residential complexes.

1. Utilizing financial surpluses available to the Company by investing them in financial portfolios managed by
specialized companies and entities.

11, Dhrect contribution to develop the infrastructure for areas as well as residential, commercial and industrial
prajects using the BOT system (build, operate and transfer) and managing real estate facilities.

The new Companies Law No. | of 2016 was issued on 24 January 2016 and was published in the Official Gazetie on
1 February 2016 which cancelled the Companies Law No 25 of 2012, and its amendments, According to article Na,
5. the new Law will be effective retrospectively from 26 November 2012, The new Executive Regulations of Law
Mo | of 2016 was issued on 12 July 2016 and was published in the Official Gazette on 17 July 2016 which cancelled
the Fxecutive Regulations of Law No. 25 of 2012,

2 SIGNIFICANT ACCOUNTING POLICIES
21  BASIS OF PREFPARATION

The consolidated financial statements are prepared under the historical cost convention modified to include the
measurement at fair value of investment properties.

The consolidated financial statements have been presented in Kuwaiti Dinars (D). However, the functional currency
of the Parent Company 15 United Arab Emurate Dirham (UAE Dirham).

Statement of compliance
The consolidated financial statements have been prepared in accordance with the International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (LASD).




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2016

& SIGNIFICANT ACCOUNTING POLICTES (continued)
2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiary as at
31 December 2016,

Subsidiary 15 fully conselidated from the date of acquisition, being the date on which the Group obtains control, and
continues to be consolidated until the date when such control ceases, The financial statements of the subsidiary is
prepared for the same reporting period as the Parent Company, using consistent accounting policies. The financial
statements of subsidiary is consolidated on a line-by-line basis by adding tosether like ttems of assets, lahilities, income
and expenses, All intra-Group balances, transactions, unrealised gains and losses resulting from intra-Group transactions
and dividends are eliminated in full.

Control is achieved when the Group is exposed, or has rights, 1o variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an
investee if and only if the Group has:

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

*  Exposure, or rights, to variable returns from its invelvement with the investee, and

*  The ahility to use its power over the investee o allect 1ts relumns

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

+  The contractual arrangement with the other vote holders of the investee
+  Rights arising from other contractual arrangements

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are chanpes
to ane or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, ligbilities, income and expenses
of a subsidiary acguired or disposed of during the wear are included in the consolidated stastement of income and
consolidated statement of comprehensive income from the date the Group gains control until the date the Group ceases
to control the subsidiary,

Losses within a subsidiary are atiribuled 10 the non-controlling interest even if that results in a deficit balance.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction,

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity while any resultant gain or loss is recognised m profit or loss. Any
investment retained 1s recognised al fair value.

Detail of the subsidiary company is set out below:

Country af Equity interest as ar
Company name incorporation 3 December Principal activities
2016 20135
Al Ain Al Ahlia for General Trading
Company W.L.L. Kuwait 999, Qavy Real estate activities

The Parent Company’s effective interest in the subsidiary is |00%. Accordingly, the consclidated financial statemem
have been prepared on this basis. The remaining shares are held indirectly in the name of nominees on behalf of the
Parent Comnpany. The nominees have confirmed in writing that the Parent Company 1s the beneficial owner of the shares
in the subsidiary.




Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2016

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

13  CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of these consolidated financial statements are consistent with those used
in the previous financial year, except for the adoption of the following new and amended standards effective as of |
Janmary 2016:

Amendments to IWRS [0 IFRS 12 and (A8 28 Invesmment Entities: Applving the Consolidation Exceprion

The amendments address issues that have arisen in applying the investment entities exception under IFRS 10
Consolidated Financial Statements. The amendments to IFRS 10 clarify that the exemption from presenting consolidated
financial statements applies to a parent entity that is a subsidiary of an investment entity, when the investment entity
measures all of its subsidiaries at fair value.

Furthermare, the amendments to IFR5 10 clarity that only a subsidiary of an investment entiry that is not an investment
entity itself and that provides support services to the investment entity is consolidated. All other subsidiaries of an
investment entity are measured at fair value, The amendments to [AS 28 Investments in Associates and Joinl Ventures
allow the investor, when applving the equity method, to retain the fair value measurement applied by the invesiment
ENtify associate or joint venture to its interests in subsidiaries. These amendments are applied retrospectively and do not
have any impact on the Group as the Group does not apply the consolidation exception.

IAS 34 Inrevim Financial Repoviing

The amendment clarifies that the required mienm disclosures must either be in the mterim consolidated financial
statements or incorporated by cross-reference between the interim consolidated financial statements and wherever they
are included within the interim financial report (e.g., in the management commenlary or risk report). The other
information within the interim financial report must be available to users on the same terms as the interim consolidated
financial statements and at the same time. This amendment is applied retrospectively. This amendmenis do not have any
impact on the Group.

Amendments to I4S | Disclosure Initintive
The amendments to 1AS 1 clarify, rather than significantly change, existing TAS | requirements, The amendments clarify:

+ The materiality requirements i LAS 1
* That specific line items in the statement(s) of profit or loss and other comprehensive income (“OCI") and the
statement of financial position may be disageregated

+ That entities have flexibility as to the order in which they present the notes to financial statements

+ That the share of OCI of associates and joint ventures accounted for using the equity method must be presented in
agoregate as a single line item, and classified between those items that will or will not be subsequently reclassified
to profit or loss, Furthermore, the amendments clarify the requirements that apply when additional subtotals are
presented in the statement of financial position and the statement(s) of profit or loss and OCL These amendments do
not have any impact on the Group,

1.4 STANDARDSISSUED BUT NOT YET EFFECTIVE

Standards 1ssued bul not yel effective up to the date of ssuanee of the Group's consolidated financial statements are
listed below. This hstung of standards and interpretations issued are those that the Group reasonably expects to have an
impact on disclosures, financial position or performance when applied at a future date. The Group intends to adopt these
standards when they become effective.

148 7 Disclosure Initiative — Amendments io IAS 7

The amendments to TAS 7 Statement of Cash Flows are part of the IASB's Disclosure Initiative and require an entiry to
provide disclosures that enable users of financial statements to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes. On initial application of the amendment,
entities are not required to provide comparative information for preceding periods. These amendments are effective for
annual periods beginning on or after 1 January 2017, with early application permitted. Application of amendments will
result in additional disclosure provided by the Group.

IFRE 9 Financial Instruments

The [ASH issued IFRS 9 - Tinancial Instruments in its final form in July 2014 and is effective for annual periods
beginning on or afier 1 January 2018 with a permission to early adopt. IFRS 9 sets out the requirements [or recognising
and measuring financial assets, financial liabilities and some contracts to buy or sell non- financial assets. This
standard replaces TAS 39 Tinancial Instruments: Recogninon and Measurement. The adopuon of this standard will
have an effect on the classification and measurement of Group's financial assets but is not expected 1o have a
significant impact on the classification and measurement of financial liabilities. The Group is in the process of
quantifying the impact of this standard on the Group's financial statements, when adopted.

e
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14  STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Amendmenis to IFRS 10 and 148 28: Sale or Coniribution of Assets between an Investor and ity Associate or Join
Fenture

The amendments address the conflict between TFRS 10 and TAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint ventre, The amendments clarify thar the gain or loss resulting from
the sale or contribution of assets that constitute a business, as defined 1n [FRS 3, between an mvestor and 1ls associale or
joint venture, is recognised in full. Any gaim or loss resulting from the sale or contribution of assets that do not constitute
a business, however, is recognised only to the extent of unrelated mvestors” interests in the associate or joint venture.
The IASB has deferred the effective date of these amendments indefinitely, but an entity that early adopts the
amendrments must apply them prospectively.

IFRS 15 Revenue from Contracts with Customers

ITRS 15 was ssued in May 2014 and establishes a five-siep model 1o account for revenue ansing from contracts with
customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration 1o which an entity expects
ti» he entitled in exchange for transferring goods or services to a customer. The new revenue standard will supersede all
current revenue recognition requirements under IFRS. Either a full retrospective application or a modified retrospective
application is required for annual periods beginning on or afier 1 Janwary 2018, Early adoption is permitied. The Group
plans 1o adopt the new standard on the required effective date vsing the full retrospective method.

IFRS 16 Leases

TFRS 16 was issued in Janwary 2016 and it replaces 1AS |7 Leases, IFRIC 4 Determining whether an Arrangement
containg a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Invelving
the Legal Form of a Lease. [FRS 16 sets oul the principles [or the recogninon, measurement, presentation and disclosure
of leases and requires lessees to account for all leases under a single on-balance sheet model similar to the accounting
for finance leases under TAS 17, The standard includes two recognition exemptions for lessees — leases of "low-value’
assets (e.2., personal computers) and short-term leases (i.e.. leases with a lease term of 12 months or less). At the
commencement date of a lease, a lessee will recognise a liability to make lease paymenis (i.e., the lease liability) and an
assel representing the right 1o use the underlying assel during the lease term (Le., the dght-ol-use asset). Lessees will be
required to separately recognise the interest expense on the lease lability and the depreciation expense on the right-of-
use asset. Lessees will be also required to remeasure the lease ligbility upon the ocourrence of certain events (e.g., a
change in the lease term. a change in furure lease pavments resulting from a change in an index or rate used to determine
those pavments). The lessee will generally recognise the amount of the remeasurement of the lease hability as an
adjustment o the right-of-use asset. Lessor accounting under IFRS 16 iz substantially unchanged from tloday’s
accounting under IAS 17, Lessors will continue to classify all leases using the same classification principle as in IAS 17
and distinguish between two tvpes of leases: operating and finance leases, IFRS 16 also requires lessees and lessors 1o
make more extensive disclosures than under 1AS 17, IFRS 16 is effective for annual periods beginning on or afier 1
January 2019, Early apphcation is permitied, but not before an entity applics IFRS 15, A lessee can choose to apply the
standard using either a full retrospective or amodified retrospective approach, The standard”s transition provisions permit
certain reliefs, In 20017, the Group plans to assess the potential effect of TFRS 16 on its consolidated financial statements,

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisittion date fair value and the amount of any non-
controlling interest in the acquiree. For cach business combination, the acquirer measures the non-controlling interest
in the acquiree either at fair value or at the proportionate share of the acquiree’s identiliable net assets. Acquisition
costs incurred are expensed and included in administrative expenses,

When the Group acquires a husiness, it assesscs the financial assets and liabilitics assumed for appropriate
¢lassification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
dcquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date through the consolidated income
statement.

Any contingent consideration 1o be transferred by the acquirer will be recogmsed at fair value al the acquisition date.
Subsequent changes to the fair value of the contingent consideration which is deemed (o be an asset or liability will
be recognised in accordance with 1AS 39 either in profit or loss or as & change to other comprehensive income. If the
contingent consideration is classified as equity, it should not be remeasured until it is finally settled within equity.
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F1 SIGNIFICANT ACCOUNTING POLICIES (continued)
15 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

Goodwill 15 ininally measured al cost being the excess of the aggregate of the consideration ransferred and the amount
recognised for non-controlling interest owver the net identifiable assets acquired and lighilities assumed. If this
consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognised in the
consolidated statement of income.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combinarion is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets or
liabilities ol the acquiree are assigned to those unils.

Where goodwill forms part of a cash-generating wnit and part of the operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in the carrying ameonnt of the operation when determining the gain
or loss on disposal of the operation. Goodwill disposed of in this circumstance 15 measured based on the relatve values
of the operation disposed of and the portion of the cash-gencerating unit retained.

Revenue recoguition

Revenue is recognised to the exient thar it is probable that the economic benefits will flow 1o the Group and the
revenue can be rehiably measured. The following specilic recognition eriteria must also be met before revenue is
recognised.

Sale of invesiment properiies
Sale of investment properties is recognised when the nisk and rewards of ownership have passed 1o the buyer usually
evidenced by transler of ttle of the properties.

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

fjarah income
ljarah income 15 recognized on a time proportion basis so as to yvield a constant periodic rate of return based on the
halance outstanding.

Islamic finance costs

Finance costs that are directly attributable to the acquisition and construction of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of that asset,
Capitalization of borrowing cosis ceases when substantially all the activities necessary to prepare the asset for its
intended use or sale are complete. Other finance costs are recognized as an expense in the period in which they are
incurred.

Leases

Leases wherve the Group ix lessee

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased
item, are capitalized at the inception of the lease at the fair value of the leased asset or, if lower, at the present value
of the minimum lease pavments. Lease pavments are apportioned berween the finance charges and reduction of the
lease liability so as to achieve a constant rate of finance charge on the remaining balance of the liahility. Finance
charges are charged to the consolidated statement of income.

Capiralized leased assets are depreciated over the shorter of the estimarted wseful life of the asset or the lease term.
Operating lease payments are recognised as expense on straight line basis over the lease term.

Certain property interests held for investment purposes by the Group under operating lease are classified as investment
properties and accounted for as if they were in the nature of finance leases.

Leases wheve the Group s lessor
Leases where the Group transfers substantially all the risks and benefits of ownership of the asset are financial leases
and structured in the torm of [jarah receivables,
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15 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

Leases where the Group does not transter substantially all the risks and benefits of ownership of the asser are classified
as operating leases. Initial direct costs incurred in negotiating an operating lease are added 1o the carrying amount of
the leased asset and recognized over the lease term on the same bases as rental income. Contingent rents are recognized
as revenue in the period in which thev are earned.

Kuwait Foundation for the Advancement of Sciences (KFAS)

The Group calculates the conmbuton o KFAS al 1% m accordance with the modificd caleulation based on the
Foundation’s Board of Directors resolution, which states that the income from associates, Board of Directors’
remuneration, and transfer o statutory reserve should be excluded from profit for the year when determining the
contribution.

Mational Labour Support Tax (NLST)

The Group calculates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No, 24
of 2006 at 2.3% of profil before deductions for the vear, As per law, income from associates, cash dividends from listed
companies which are subjected w NLST have been deducted from the profit for the vear,

Lakat
The Group calculates Zakat in accordance with the requirements of Law No. 46 of 2006 at 1% of profit before deductions
for the vear.

Property and equipment
Property and equipment is stated at cosl, less accumulated depreciation and any impairment in value.

Depreciarion is calculated on a strajght line basis over the estimated useful lives as follows:

s DBuildings 30 vears
¢  Purniture and fixtures 3 vears
« Computers 1-4 vears
« Vehicles 3- 5 vears

The carrving values ol property and equipment are reviewed for impairment when events or changes in circumstances
indicate the carryving value may not be recoverahle. If any such indication exists and where the carrying values exceed
the estimated recoverable amount, the asscts are written down to their recoverable amount, being the higher of their
fair value less costs Lo sell and their value in use.

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

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

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

Properties under development

Properties under development are developed for future sale in the erdinary course of business, rather than 1o be held for
rental or capital appreciation and are slated al cost less imparrment. Upon completion these are transferred to trading
properties. Cost includes freehold rights for land, amounts paid to contractors for construction, bortowing costs, planning
and design costs, cost of site preparation, professional fees for lepal services, properly transfer laxes, construction
overheads and cther related cosis,
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

lnvestment properties

Investment properties are measured initially at cost, including transaction cosis. Subsequent o imitial recognition,
invesiment properties are stated at fair value, which reflects market conditions at the reporting date, Gains or losses
arising from changes in the fair values of invesunent properties are included in the consolidated statement of income in
the period in which they arise. Tair values are evaluated by an accredited external, independent valuer,

Investment properties are derecognised when either they have been disposed of or when the investment property is
permanently withdrawn from use and no future cconomic benelil 15 expected from its disposal. The difference between
the net disposal procecds and the carrying amount of the asset is recognised in the consolidated starement of income in
the period of derecopnition,

Transfers are made to or from investment property only when there is a change in use, For a wansfer from investment
property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at the date of change
in use. Il owner-oceupied property becomes an investment property, the Group accounts for such property in accordance
with the policy stated under property and equipment up to the date of change in use.

Investment in associates
Investment in associates are accounted for using the equity method of accounting. An associate is an entity in which the
Group has significant influence.

Under the equity method, the investment in the associate is indtially recognised at cost. The carrving amount of the
investment is adjusted to recognise changes in the Group's share of net assets of the associate since the acquisition date.
Goodwill relating to the associate is included in the carmying amount of the investment and is neither amortised not
individually tested for impairment,

The consolidated statement of income reflects the share of the results of operations of the associate, Where there has
been a change recognised directly in the equity of the associate, the Group recognises its share of any changes and
discloses this, when applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting
from transzctions between the Group and the associates are eliminated to the extent of the interest in the associate.

The share of profit of associates is shown on the face of the consolidated statement of mcome, This is the profit
artributable to equity holders of the associates and therefore is profit or loss after tax and non-controlling interesis in the
subsidiaries of the associates.

The financial statements of the associates are prepared for the same reporting period as the Group. Where necessary,
adjustments are made o bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associates. The Group determines at each reporting date whether there
is any ohjective evidence that the investment in the associate is impaired. If this is the case the Group calculates the
amount of impairment as the difference between the recoverable amount of the associate and its carrving value and
recognises the loss as “Share of losses of an associate’ in the consolidated statement of income.

Upon loss of significant influence aver the associate, the Group measures and recognises any relaining mvestment at its
fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair
value of the retaining investment and proceeds from disposal is recognised in the consolidated statement of income.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset or Group of assets may be
impaired. If any such indication exisis, or when annual impairment testing for an assel is required, the Group makes
an estimate of the asser’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit's realizable value less costs to sell and its value in use and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets or Groups of asscts
and then its recoverable amount is assessed as part of the cash-generating unit to which it belongs, Where the carrying
amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset {or cash-generating unit) 15
considered impaired and is written down 1o 1ts recoverable amount. [n assessing value in use, the estimated future
cash flows are discounted to their present value using a discount rate that reflects current market assessments of the
time value of money and the risks specific 1o the asset (or cash - penerating unit). In determining fair value less costs
1o sell an appropriate valvation model is used. These calculations are corroborated by available [air value indicators.
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1.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)

An assessment is made at each reporting date as to whether there 15 anv indication that previously recognized
impairment losses may no longer exist or may have decreased. Tt such indication exists, the recoverable amount is the
asset’s recoverable amount since the last impairment loss was recognized. If that is the case, the carrying amount of
the asset is increased o its recoverable amount. That increased amount cannot exceed the carrving amount that would
have been determined, net of depreciation, had no impairment loss been recognized for the asset in prior years. Such
reversal is recognized in the consolidated statement of income. Afier such a reversal, the depreciation charge is
adjusted in future years to allocate the asset’s revised carmving amount, less any residual value, on a svstematic basis
over its remaining useful Life.

Financial assets and liabilities

The Group recognizes financial assets and financial Habilives on the date it becomes a party to the contractual
provisions of the mstruments. All regular way purchase of financial assets is recognized using the trade datc
accounting. Financial assets and liabilities are measured initially at fair value (transaction price in an arm’s length
terms) plus directly arributable transaction costs.

Accounts receivable and prepaymenis
Accounts receivable are stated at ariginal imvoice amount less a provision for any uncollectible amounts. An estimate for
doubtfu] debt= is made when collection of the full amount 12 noe longer probable. Bad debis are written off as incurred,

Bank balances and cash
For the purpose of the consolidated cash flows statement, bank halances and cash consist of cash on hand, bank balances
and restricted bank balances.

Financial assest vailable jor sale

Financial assets available for sale are those non-derivative financial assets that are desipnated as available for sale or are
not classified as financial assets carried ar fair value through profit or loss, held to maturity investments or loans and
receivables.

Afler initial recognition financial assets available for sale are measured at fair value with gains and losses being
recognised through other comprehensive income until the investment is derecognised or until the nvestment is
determined (o be impaired al which time the curnulative gain and loss previously reported in other comprehensive income
is reeycled inthe consolidated statement of income, Financial assets whose fair value cannot be reliably measured arc
carried al cost less impairment losses, if any.

Murahaha invesmments
Murabaha is an Islamic transaction involving the purchase and immediate sale of an asset at cost plus an agreed profit.
The amount due is settled on a deferred pavment basis, Murabaha investments are stated at amortised cost

fiarah veceivables

ljarah receivables anse from financing structure when the purchase and immediate lease of an asset at cost plus an agreed
profit. The amount due is setiled on a deferred payment basis. Tjarah receivables are carmied at the aggregate of the
minitmum lease payments due, less deferred income and impairment losses.

Murabaha payables

Murabaha payables represent amounts payable on a deferred settlement basis for assets purchased under murabaha
artangements, Murabaha payables are stated at the total amount of the payvable less profit deferred. Profit pavable is
expensed on a time apportiotment basis taking account of the profit rate antributable and the balance outstanding.

Accounis pavable and other liabilities
Accounts payable and other labilities are recognised for amounts to be paid in the future for goods or services recerved,
whether billed by the supplier or not,
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25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair values
The Group measures financial instruments and non-financial assets such as investment properties at each reporting
date.

Fair value 1s the price that would be received to sell an asset or paid to transfer a lighility in an orderly transaction
hetween market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

*  Inthe principal market for the asset or lability; or

*  Inthe absence of a principal market, in the most advantageous market for the asset or liability,

The principal or the most advantageous market must be accessible to by the Group.

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

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

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inpuls and minimising the use of
unchservable inputs,

e Level 1 — Quoted (unadjusted) market prices in active markets for identical assels or habilities;

# Level 2 — Valuation techniques for which the Jowest level input that is significant to the lair value measurement
15 directly or indirectly observable; and

e Level 3 — Valuarion technigues for which the lowest level input that is significant to the fair value measurement
15 unobservable,

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-asscssing categorisation (based on
the lowest level input that is significant to the fair value measurement as a whole) at the end of cach reporting period.

For the purpose of fair value disclosures, the Group has determined classes of asscts and liabilities on the basis of the
nature, characleristics and risks of the asset or liability and the level of the fair value hicrarchy as explained above.

De-recognition of financial assets and liabilities
Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a Group of similar financial assets) is
derecogmized when:
¢ The rights lo receive cash fows from the asset have expired;
#  The Group retains the night o receive cash flows from the asset, but has assumed an obligation to pay them
in full without material delay o a third party under a “pass through” arrangement; or
¢  The Group has ransferred 1is rights 1o receive cash flows from the asset and has either:
{a) transferred substanually all the risks and rewards of the assef; or
(b} has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transforred its right o receive cash fows from an asset and has neither transferred nor retained
substantially all the nsks and rewards of the asset nor transferred control of the asset, the asset is recogmsed to the
extent of the Group’s conlinuing involvement in the asset.
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De-recognition of financial assets and liabilities (continued)

In that case, the Group also recognises an associated lability, The transferred asset and the associated hability are
measured an a hasis that retlects the rights and obligations that the Group has retained, Continuing invelvement that
takes the form of a puarantee over the transferted assct is measured at the lower of the original carrying amount of
the asset and the maximum amount of consideration that the Group could be required to repay.

Fingncial liabilities

A financial liability is derecognized when the obligation under the lability is discharped or cancelled or expires.
When an existing financial liability is replaced by another from the same creditor on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrving amounts is recognized in the consolidated statement of income.

Impairment and uncollectibility of financial assets

An assessment is made at each reporting date to determine, in case of finuncial asset, whether there is objective
evidence that a specific financial asset may be impaired and, in case of other assets, whether there is an indication that
a specific asset may be impaired. A financial asset or a Group of financial assets are impaired if, and only if, there is
an objective evidence of impairment as a result of one or more events that have occurred afer the initial recognition
of the assel and that loss event has an impact on the estimated future cash flows of the financial asset or Group of
financial assets that can be reliably estimated. If such evidence or indication cxists, any impairment loss 1s recognised
in the consolidated statement of ncome.

Evidence of impairment may include indications that the borrower or a group of borrowers is expenencing significant
financial difficulty, defaull or delinquency in profit or principal payments, the probability that they will enter
bankruptey or other financial reorgamsation and where observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in economic conditions that comelate with defaulis.  1f such
evidence exists, an impaimment loss is recognised in the consolidated statement of income.

Impairment is determined as follows:

{a}  for assets carried at amortized cost, impatrment 15 based on estimated cash flows discounted at the original
effective rate of retumn;

ik for assets carried at fair value, impairment is the difference between cost and fair value; and

(¢} for assets carried at cost, impairment is the difference between cost and present value of future cash flows
discounted ar the current market rate of return for a similar {inancial asset.

For non equity financial assets the carrying amount of the asset is reduced through the use of an allowance account and
the amount of the loss is recognised in the consolidated statement of income. If, in a subsequent vear, the amount of the
estimated impairment loss increases or decreases because of an cvent occurring after the impairment was recognised, the
previously recognised impairment loss is increased or reduced by adjusting the allowance account, For financial assets
available for sale, the asset is written dowm and subsequent increases are reflected in consolidated statement of
comprehensive income,

In addition, a provision is made to cover impairment for specific group of assels where there is a measurable decrease in
estimated future cash flows.

Reversal of impairment losses 1s recorded when there is an indication that the impairment losses recogmsed for the asset
no lomger exists or has decreased. The reversal of impairment losses are recognised in the consehdated statement of
income except for financial assets available for sale which are recognised in the consolidated statement of comprehensive
income. Financial assets are written off when there is no realistic prospect of recovery.

Offsctting of financial instruments

Financial asscts and financial liabilities are offset and the net amount reported in the consolidated statement of
financial position if. and only if; there 15 a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or 1o realise the financial assets and settle the financial liabilines simultanecusly,
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1.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Treasury sharcs

Tressury shares consist of the Parents Company’s own shares that have been issued, subsequently reacquired by the
Group and not vet sold or cancelled, The treasury shares are accounted for using the cost method. When treasury
shares are sold, gains are credited to a separate equity account (treasury shares reserve), which is not distributable,
Any realised losses are charged to the same account to the extent of the credit balance on that account. Any excess
losses are charged to retained eamings then reserves. Gains realised subsequently on the sale of treasury shares are
first used to offset any previously recorded losses in the order of reserves, retained camings and treasury shares reserve
account, No cash dividends are paid on these shares. The issue of bonus shares increases the number of treasury shares

proportionately and reduces the average cost per share without affecting the total cost of treasury shares,

Emplovees” end of service benefits

The Group provides end of service benelits wo its expatriate employees. The entitlement to these benefits is based upon
the employvees” final salary and length of service, subject to the completion of a minimum service period. The expected
costs of these benefits are acerued over the period of emplovment.

With respect to its national employees, the Group also makes contributions to Public Authority for Social Secunty
caleulated as a percentage of the employees’ salaries. The Group's obligations are limited to these confributions,
which are expensed when due.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying cconomic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a provision to
be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain. The expense relating to any provision is presented in the consolidated
statement of income net of any reimbursement.

Foreign currencies

Each entity in the Group determines its own tunctional currency and ilems included in the consclidated financial
statements of each entity are measured using that functional currency.

Transactions in foreign currencies are initially recorded by the Group entiues at their respective functional currency rates
prevailing at the date of the transaction. Monetary assets and Habilities denominated in foreign currencies are retranslated
at rate of exchange ruling on the reporting date. All exchange differences are taken to the consolidated statement of
MCOITE,

Non-monetary items denominated in foreign currencies measured in terms of historical cost are wanslated using the
exchange rates as at the date of the initial transaction. Non-monetary lems denominated in foreign currencies and
measured at fair value are translated using the exchange rate at the date when the fair value was determined.

Om consolidation, assets and liabilities of foreign entities are translated into Kuwaiti Dinars at the vear-end rates of
exchange and the results of these entities are translated into Kuwaiti Dinars using average rates of exchange for the year,
The exchange differences arising on the translation are recognised in other comprehensive income.

The functional currency is UAE Dirham. All exchange differences arising from the translation of functional currency
to presentation currency are recognised, in the statement of comprehensive mmcome.

2.6 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

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

Judgements

In the process of applying the Group’'s accounting policies, management has made the following judgments, apart
from those involving estimations. which have the most significant effect on the smounts recognized in the
consolidated [inancial stalements:
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.0 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS POLICIES
(continued)

Judgements (continued)

Classification of real estate

Management decides on acquisition of a real estate property whether it should be classified as trading, investment
properly or property under development.

The Group classifies property as trading property if it is acquired or developed principally for sale in the ordinary
course of business.

The CGroup classifics property as imvestment property if it is acquired or developed or is in the process of development
to generate renlal income or [or capital appreciation, or for undetermined future use.

Classification of investments

Management decides on acquisition of an investment whether it should be classified as carried at fair value through
income statement or financial assets available for sale. All investments of the Group are classified as financial assets
availahle for salc.

Tmpairment of investments

The Group treats financial assets available for sale as impaired when there has been a significant or prolonged decline
in the fair value below its cost or where other objective evidence of impairment exists, The determination of what ix
“significant™ or “prolonged” requires considerable judgement.

Impairment of accounts receivable

An estimate of the collectible amount of accounts receivable 1s made when collection of the full amount is no longer
probable, For individually significant amounts, this estimation is performed on an individual basis, Amoeunts which
are not individually significant, but which are past due, are assessed collectively and a provision applied according to
the length of time past due, based on historical recovery rates.

Estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the statement of
(inancial position date are discussed below:

Faluation of unguoted eguity imvestments

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

¢ recent arm’s length market transactions;

¢ current fair value of another instrument that 15 substantially the same;

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

¢ Other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires significant
estimation,

Faluation of invesiment properties
Valuation of investment properties are based on the valuation made by two independent valuer who holds a recognised
and relevant professional qualifications and relevant experience.

Impatrment of accounts receivable

The Group’s management reviews periodically its accounts receivables o assess whether a provision for impairment
should be recorded in the consolidated statement of income. In particular, considerable judgement by management is
requited in the estimation of amount and timing of future cash flows when determining the level of provisions
requited. Such estimates are necessarily based on assumptions about several factors involving varying degrees of
judpement and uncertainty.
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3 BASIC AND DMLUTED LOSS PER SHAERLE

Basic and diluted loss per share is caleulated by dividing the loss for the year by the weighted average number of
shares outstanding during the vear less treasury shares,

2616 215
Loss for the vear (KT} (5.0M1.851) {21,700
Weighted average number of shares outstanding during the vear, net of treasury
shares 1,099,525,000 1,089,525,000
Basic and diluted loss per share (4.55) fils (0.02) fils

As there are no dilutive potental ordinary shares basic and diluted loss per share are identical.

4 OTHER INCOME

Included in other income an amount of KD 1,393,532 (2015: KD Nil) representing additional consideration received
for the legal transfer of additional area of one of the properties, after a modification in the design in the current period.

5 PROPERTIES UNDER DEVELOPMENT

2016
KD

2045
KD

At ] January 31,553,402 37,231,772
Addidons 3893815 5,968,157
Disposals - {13,008 240)
Transfer from imvesiment properties (Note 6) 09,155,626 -
Foreign currency adjustments 931,260 1,361,713
Al 31 Decermber 105,534,103 31,553,402

Properties under development represent the cost of freehold properties and subsequent development cost incurred by the
Group. The properties are located in the United Arab Emirates.

Al the reparting date, properties under development with a carrying value of KD 104,272,942 (2015: KD 30,303,117)
are mortgaged as collateral apainst lslamic financing payables (Mote 15).

During the prior vear, the Group sold properties under development with carrying value KD 13,008,240 for a total
consideration of KD 14 922 369 resulting in a gain of KT 1,914,129 recorded in the consolidated statement of income.

6 INVESTMENT PROPERTIES

2016 2015
KD KD

At | January 103,236,569 82001272
Additions - 18,564,502
Transfer to properties under development (Note 5) (69,155,626) -
Disposals B (418.163)
Unreahsed loss on revaluation (3,550,000) -
Foreign currency adjustments 183,752 3,088,058
At 31 December 30,814,695 103,236,369

e e
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6 INVESTMENT PROPERTIES {continued)

Included in investment properties are certain properties amounting to KD 13,347,036 (2015: KD 16,763.930) for which
legal ttles have not been transferred in the name of the Group by the vendor. The vender has confirmed in writing that
the Parent Company is the beneficial owner of these properties.

At the reporting date, investment properties with a carrving value of K12 4,559,209 (20135: KD 73,675,314 are mortgaged
as collateral against lslamic financing payahles (Note 157,

The Group's investment properties were revalued at 31 December 2016 based on valuations obtained [fom two
independent professionally qualified valuers, The valuation of the properties has been determined based on comparable
market values for similar propertics and are classified under level 2 of fair value hierarchy (Note 227,

During the prior vear, the Group sold invesiment properties with carrving value of KD 418,163 for a wial consideration

of KD 423 459 resulting in a gain KD 5,296 recorded in the consolidated statement of income.

7 INVESTMENT IN ASSOCIATES

Country af D% eguity interest Activilies
Name of the company incorparation 2016 2015
Al Jaddaf Real Estate Company K.5.C.
{Closed) Kuwait 36.5% I6.5%  Real Estate Development
Abvyaar Qatar Real Estale Development Real Estate Development
Company K.8.C. (Closed)* Kuwait 14.4%% 14.4%  (under liguidation)
Makan United Real Estate Company K.§.C. Kuwait 20% 20%  Real Estate
Tamee General Trading and Contracting (reneral Trading and
Company W.L L. Kuwait 20% 20%% Contracting
2006 2015
KD KD
Al 1 January £,856.081 5,788,421
Share of results - 68,260
Impairment (543,581) -
A1 31 Decemnber 5,313,100 5,856,081

The fair value of mvestment in associates could not be reliably measured as the associates are unquoted and they do not
have published quoted prices.

Investment in an associale amounting to KD 4 592 236 (2015: KD 5435 807) is mortzaged as collateral apainst Islamic
financing payables (Note 15).

——



Abyaar Real Estate Development Company K.S.C.P. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2016

7 INVESTMENT IN ASSOCIATES (continued)
The following tables illustrates summarized financial information of the Group's material associates:

a) Al Jaddafl Real Estate Company K.5.C. (Closed)

2016 25

KD KD
Mom = current assets 14,789.041 14,759,041
Current assets 298.026 629,620
Total asscts 15,087,067 15,418,661
MNon - current liahilities - 1,310
Current liabilities 194,445 i2731e
Total linhilities 194, 445 328,626
Net Assets 14,892,622 13,000,035
Net operaling income - 115,754
Results - 107,435

Reconciliation of the above summarised financial information of the associate with the carrying amount i the
consolidated statement of financial position is given below:

2016 2015
KD KD
Giroup’s ownership interest (%o) 30.5% 36.5%
MNet assels 5435807 5,507 863
Impairment (543,581) -
4,892,226 5,507,863
Share of results - 30.214

b}  Other associates are individually immmaterial and are either fully impaired or under liquidation,

* The Parent Company exercises significant influence (even though the percentage of ownership 1s less than 20%) over
the above investments in associate, through representation on the Board of Directors of this entity and joint participation
in major business transactions.

* (On 18 Seplember 2014, the Exiraordinary General Assembly of Abvaar (atar Real Estate Development Company
K.5.C. (Closed) decided o liguidate the Company. Accordingly the Group received an amount of KI) 2,676,402 as
liguidation settlement and the only amount remaining is KTd 420,874 which the Group Management believes is
recoverable on the final settlement,

8 FINANCTAL ASSETS AVAILABLE FOR SALE

These represent investments in unquoted equity securitics amounting o K13 2,622,318 (2015 KD 2,583.494) and are
cartied at cost, less impairment, if any, due to the unpredictable nature of their fulure cash flows and lack of other
suitable methods for arriving at a reliable fair value of these investments. There is no active market for these linancial
asscts and the Group intends to hold them for the long term. Management has performed a review of its unguoted equity
investmenlts 1o assess whether impaitment has occurred in the value of these investments and recorded an impairment
lnss of KD Nil (KD: 1,065 208) on certain financial assets available for sale. Manapement has performed an analysis of
the underlying financial assets of available for sale and concluded that no further impairment is required.

Financial assets available for sale amounting to KD 1,500,000 (2015: KD 1,300,000} is mortgaged as collateral against
Tslamic financing payables (Note 15).
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9 IJARAH RECEIVABLES

2016 2015

KD KD
Jross amount 35,362,982 35,058,001
Less: deferred profit payvable (6,028,811) (5,986,128)

19,334,171 29071873

ljarah reccivables amounting o KD 28,172,173 (2015 27,909,875) is classificd as non-current assets in the
consolidated statement of financial position.

ljarah receivables represent sublease of cerlain plots of land to a third party which were held under operating leases
and were classified and accounted for as investment properties by the Group.

ljargh receivable is secured and carry profit at an average rate of 1.9% (2013: 1.9%) per annum.

The counter party has defaulted on ljara receivables instalments, The fair value of the Sublease is higher than the
carrying value of the receivables.

ljarah rececivable is collected on a semiannual basis starting form 31 December 2012 to 30 June 2039,

10 ACCOUNTS RECEIVABLE AND PREPAYMENTS

2016 2015

KD KD
Receivable from customers 5,523,411 10,626,513
Prepaid expenses and commissions 061,194 51,438
Advanece for purchase of property and equipment 2,271,879 2233277
Oither receivables 1,403,116 T26,503

10,160,600 14,560,731
11 BANK BALANCES AND CASH

2016 2013

KD KD
Bank halances and cash 801,651 2.540.305
1.ess: restricted bank balances (801,466) {2,533 685)
Bank balances and cash for the purpose of consolidated statement of cash
[ows 185 6,620

Restricted bank halances represent amounts held in escrow accounts, The Group cannot use these amounts until
fulfilment of obligations related 1o construction and completion of certain projects.

12 SHARE CAPITAL

Al 31 December 2016, issued and fully paid up capital of the Parent Company is 1,107.275,000 shares (2015:
1,107,275,000 shares) of 100 fils each paid fully in cash.

13 RESERVES

a) Stlatutory reserve
In accordance with the Companies Law and the Parent Company's Articles ol Association, 10% of the profit before
directors’ fees, contribution to Kuwait Foundation for the Advancement of Sciences, National Labor Support Tax
and Zakat should be transterred to the statuwtory reserve, The Parent Company may discontinue such transfer when
the reserve totals 50% of paid-up share capital. Distribution of the reserve is limited to the amount required to
enahle the payment of a dividend of 5% of paid-up share capital to be made in vears when retained camings are
not sufficient for the payvment of dividend of that amount.

During the current vear, no transfer to statutory reserve was made as the Group reported losses for the year
{2015: KD Nil).
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13 RESERVES (continued)

b General reserve
In accordance with the Parent Company's Articles of Association, 10% of the net profit for the vear before
directors’ fees, contribution to Kuwait Foundation for the Advancement of Sciences, Nauonal Labor Support Tax
and Zakat should be transferred 1o general reserve. The Parent Company may resolve to discontinue such annual
transfers in accordance with a resoluson of the Parent Company's ordinary General Meetng based on proposal
submilted by the Parent Company’s Board of Direclors. Durning the year there was no transler 1o reserve as the
Giroup reported losses for the year (2015 KD Nil).

14 TREASURY SHARES

2016 2015
Number of treasury shares 7,750,000 7.750,000
Percentzpe of issued shares 0.7% 0. 7%
Markel value (KD) 178,250 224750
15 ISLAMIC FINANCING PAYABLES
2016 2045
KD D
Gross amount 43,378,184 45595343
Less: deferred profit payvable (1,691,898) {2,762.853)
41,686,280 42,832,490
Classified as
Current 12,933,787 11,834,850
MNon-current 28,752,499 30,997,640
41,686,286 42 532,490

The effective rate of profic payable vary from 4.5% to 7.0% (2013: 4.5% to 7.0%) per annum.

slamic financing payables amounting 1o K1 33,936,112 (2015: KT 36,961 ,869) are secured by way of collaterals in the
form of property and equipment amounting 1o K1 Nil (2015: 494 268), properties under development amounting o KD
104,272 842 (2015: K13 30,303,117 (Note 5}, investment properties amounting o K13 4,359,209 (201 5: K13 73 675.314)
(Mote ), iInvestmenl in associales amounting o K14 892 276 (2015: KD 5,435 807) (Note 7)., financial assets available
tor sale amounting o KD 1,500,000 (2015 KD 1,500,000} (Note 8).

Dring the vear, the Group has not settled installments of 1slamic Anancing payables amounting to KD 3 728 339 and is
currently in process of rescheduling these payments.

-
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16 ACCOUNTS PAYABLE AND ACCRUALS

2016
KD
Advances from customers 43,769,806
Amounts due to related partics {Note 17) -
Accrued expenses and other payables 744,972
Payable on purchase of investment properties 1,296,105
Pavable to contractors and consultants 5,171,402
50,982,285
Classified as
Currant 7.212.479
Won-current 43,769,806
50,982,285

17 RELATED PARTY TRANSACTIONS

M3
KD

HL076,196
573,053
583,024

1,284,927
£.261,617

51,178,817

11,102,621
40,076,196

51,178,817

Related parties represent associates, major shareholders, directors and key management personnel of the Group, and

entities controlled, jointly controlled or significantly influenced by such parties,

These represent transactions with certain parties entered into by the Group in the ordinary course of business. Pricing

policies and terns of these transactions are approved by the Parent Company’s management.

Balances with related partes included in the consolidated statement of financial position and consolidated statement of

mcome are as follows:

Major Total
shareholders Associates 2016
KD KD KD
Consolidated statement of financial position
Amounts due to related parties (Note 16) - B =
Consolidated statement of income
Share of results from associates (Note 7) - - -
Key management compensation:
2016
KD
Short rerm benefits 297,357
Employees® end of service benefits 92,645
Total 390,002

18 COMMITMENTS

Toral
2045
KD

573,053

G260

2005
KD

325,369
279,435

a04,824

Al 31 December 2016 the Group has commitments related o future capital expenditure amounting o K0 10,690,670

(2015: KD 14,028,668).
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20 RISK MANAGEMENT

Risk is inherent in the Group's activilies but it is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls, This process of risk management is eritical 1o the Group
achieving profitability and each individual within the Group is accountable [or the risk exposures relating to his or
her responsibilities. The Group is exposed to credit risk, liquidity risk and market risk. Market risk is subdivided into
profit rate sk and corrency risk. It is also subject 1o operational risks,

The Board of Directors of the Parent Company are ultimately responsible for the overall risk management approach
and for approving the risk strategies and principles. No changes were made in the objectives, policies or processes
during the years ended 31 December 2016 and 31 December 2015,

20,1  Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Group monitors credit exposures and continually assesses the creditworthiness of
counterparties.

2016 2015

KD KD
Tjarah receivables 29,334,171 29071873
Accounts receivable 0,199,406 13,609,293
Murabaha investment - 431,000
Bank balances 801,651 2,540,305
Tutal 39,335,218 45,632,471

Muximum exposure to credit risk

The Group’s policy is to enter into arrangements only with recognised, creditworthy counter parties. The maximum
exposure with respect to credit risk arising from financial assets of the Group, which comprise accounts receivables,
murabha investment, ijarah receivables and bank balances, 1s equal to the carrying amount of these instruments.

Risk concentrations of the mazimum exposure to credit visk
The maximum credit exposure to any client or counterparty as of 3] December 2016 was KD 1,950,005
(2015: KD 5.323,122) belore taking account of collateral or other eredit enhancements.

The Group's receivable is primarily from clients located in United Arab Emirates.

Collateral and ather credit enhancements
Recaivable from customers are secured by way of title documents of the property.

Credit quality for class of financial assets that are neither past due not impaired
Neither internal credit grading system nor external credit grades are used by the Group to manage the credit quality
of receivables. Receivable balances are monitored om an ongoing basis.

Financial asset by class that are individualy impaired

(Fross Impairment
EXPOSUFE provision
016 KD KD
Agcounts receivable 1,950,005 -
Total 1,950,005 -
2015
Accounts receivahle 3,323,122 (2,212 887)

Total 5323122 (2,212,887)
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20 RISK MANAGEMENT (continued)

20.2 Liquidity risk

Liguidity risk is the risk that the Group will be unable to meet its liabilities when they fall dve, To limit this risk,
management has arranged diversified funding sources, manages assets with hiquidity in mind, and menitors liguidity
on a daily basis.

The table below summarizes the maturity profile of the Group's financial liabilities at 31 December 2016 and 31
December 2015 based on contractual undiscounted repayment obligations. Repayments which are subject o notice
are treated as if notice were to be given immediately and are included in less than three months.

Less than dtol2

3 memnths manths It 5 vears Total
Financial liahilities KD K KD KD
2016
Islamic financing payables 3,493,489 10,143,503 29,741,191 43,378,184
Accounts pavables and accruals* 476,436 6.736,043 - 7.212,479
Taotal 3,969,925 16,879,546 29,741,191 50,590,663
2018
Islamic financing pavahles 1,187,925 11,717,881 32 680 537 45,595 343
Accounts payvables and accruals* 577,264 10,525,357 . 11,102,621
Total 1,765,189 22.243 218 32 680 537 56,697 964

# Excluded from accounts pavable and accruals are advances from customers amounting to KT 43,769 806 for the
vear ended 31 December 2016 (31 December 2015 KD 40,076,196).

20,3 Market Risk

Market risk is the risk that the value of an asset will fluctnate as a result of changes in market prices, Market risks arise
for open positions in profit, currency and equity product, all of which are exposed to general and specific market
movements and changes in the level of volatility of market rates or prices such as profit rate foreign exchange rates and
equity prices. Market risk is managed on the basis of pre-determined asset allocations across various asset categories, a
continuous appraisal of market conditions and trends and the directors’ estimate of long and short term changes in fair
value,

20.3.1 Profit rate risk

Profit rate risk arises from the possibility that changes in profit will affect furure cash flows or the fair values of
financial instruments. The Group’s horrowings are in the form of Murabaha and Tjarah which are Islamic financing
mstruments with a fixed rate of profit. Consequently the Group is not exposed to profit risk,

20,3.2 Currvency risk

Currency risk is managed on the basis of limits determined by the Parent Company’s Board of Directors’ and a
continuous assessment of the Group’s open positions and current and expected exchange rate movements.
Management believes that there is a minimal risk of losses due to exchange rate fluctvations and consequently the
CGroup does not hedge foreign currency exposures.

The effect on loss (due o change in the fair value of monetary assets and labilities), as a result of change in currency
rate, with all other variables held constant 15 shown below:

Change in Effect on
currency rale lusy
Currency in %a KD
2016 KD +i-1 569,677

2015 KD +-1 1,104,308
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20 RISK MANAGEMENT (continued)

20,4  Operational risk

Urperational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls
fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to
financial loss, The Group cannot expect to eliminate all operational risks, but through a control framework and by
monitoring and responding to potential risks, the Group is able 1o manage the risks. Controls include effective
segrepation of duties, access, authorisation and reconciliation procedures, staft education and assessment processes,

11 CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that it maintains healthy capital ratios in order
1o support its business and maximise shareholder value.

The Group manages i1s capital structure and makes adjustments to it in light of changes in economic conditions. To
maintain or adjust the capilal siructure, the Group may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made in the objectives, policies or processes during the vears
ended 31 December 2016 and 31 December 2015,

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The Group
includes within net debt, Islamie financing payables, accounts pavables and accruals, less bank balances and cash.

2016 2013

KD KD
Islamic financing payables 41.686,286 42,832,490
Less: bank balance and cash {801.,651) (2,540,305}
MNet debt 40,884,635 40,292 185
Equity 01,584,558 06,001,089
Capital and net debt 132,469,193 136,203,274
Gearing ralio 69% T8

11 FAIR YVALUE MEASUREMENTS

Determination of fair value and fair value hierarchy:
The following table shows an analysis ol financial instruments recorded at fair value by level of the fair value
hierarchy:

Significant
ohservable
s
(Level 2) Towal
KD Kb
31 December 2006
Investment properties (Note ) 30,814,695 30,814,695

31 December 2015

Investment properties (Note £) 103,236,569 102,236,569

Level 2 hivrarchy

The fair value of investment properties under the Level 2 hierarchy were determined wsing the market comparable
approach, conducted by valuators considering recent transaclion prices of the property and similar properties. Marker
price per square meter and annual income are the significant observable markel mputs to the valuation.

ey
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22 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
The Group's financial assets available for sale are carried al cost less impairment.
For other financial assets and financial liabilities carried at amortized cost, the carrying value is not significantly

different from their fair values as most of these assets and liabilities are of short term maturity or re-priced immediately
based on market movement in profit rates,

b B 3



