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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.S.C.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Mezzan Holding Company K.S.C.P.
(the “Company”) and its subsidiaries (collectively “the Group™), which comprise the
consolidated statement of financial position as at 31 December 2017, and, the consolidated
statement of income, consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2017, and
its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current year. 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 audit addressed the matter is provided in that context.

Impairment of goodwill

The Group has recorded goodwill of KD 11.4 million with regard to the acquisition of certain
subsidiaries representing 5.4% of the total assets of the Group. The individual goodwill amounts
have been allocated to the cash-generating unit (CGU) expected to benefit from synergies from
the combination as disclosed in Note 4 to the consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.S.C.P. (continued)

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

Impairment of goodwill (continued)

Due to the complexity of the impairment assessment process and significant management
judgment involved in making key assumptions, such as discount and long-term growth rates
which are affected by expected future internal and external market conditions, as well as the
significant carrying amount of the goodwill, we consider this area to be a key audit matter.

We involved valuation specialists to assist us in evaluation of the appropriateness of the key
assumptions used in the impairment analysis, in particular average future growth rates for 2018-
2022 years and discount rate applied. We challenged and examined the business plans approved
and assumptions used by management, including forecasted revenue base, profit from
operations margin, working capital for terminal value calculations and cash flows necessary for
the continuing use of the CGU's assets and allocated goodwill. We also evaluated the sensitivity
analysis performed by management around the key assumptions noted above for various CGU's
and challenged the outcomes of the assessment.

Furthermore, we assessed the adequacy of the Group's disclosures concerning goodwill in Note
4 to the consolidated financial statements.

Impairment of trade receivables

The Group has recorded net trade receivables of KD 41.1 million representing 19.5% of total
assets as at 31 December 2017. Impairment of trade receivables is a subjective area due to the
high level of judgment applied by management in determining allowance for bad and doubtful
debts including the historical experience levels of recovery from the customers. Also,
management is required to identify those trade receivables that are deteriorating, in addition to
identifying them through a process of ageing analysis, make an objective assessment for
evidence of impairment and the assessment of the recoverable amount.

Further, a significant proportion of receivables relates to entities that do not make payments
invoice-wise but are settled through lump sum payments. There is a significant judgment
involved in calculating the allowance for bad and doubtful debts, particularly regarding the
estimation of future cash collection and allocation of cash collected towards outstanding
invoices.

We reviewed and challenged information used to determine the allowance for bad and doubtful
debts by considering cash collection performance against historical trends and the level of bad
debt charges over time. Specifically, for the slow paying customers we reviewed the actual
history to understand the collection of previously aged debts, We tested a sample of trade
receivables, and assessed the criteria for determining whether an impairment event had occurred,
by focusing on those with the most significant potential for impairment due to increased
uncertainty of recovery in the current market circumstances and specifically challenged
management’s assessment of the recoverable amount.

2



EY yTBAKEI;L TILLY

Building a bette KU WA ] T

working world

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.S.C.P. (continued)

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

Impairment of trade receivables (continued)

Disclosures relating to the impairment provision policy is presented in Note 2.4 and Note 7 and
the management’s assessment of the credit risk and their responses to such risks, including the
risk management policies are disclosed in Note 21.1 to the consolidated financial statements.

Allowances against inventories

The Group is in the business of manufacturing, trading and distribution of various products
relating to food industry, fast moving consumer goods, catering and other industrial products
and is subject to changing consumer demands and market trends, increasing the level of
judgment involved in estimating allowance for obsolete and slow moving inventories.
Judgment is required to assess the appropriate level of allowance for items, which may be
ultimately destroyed or sold below cost as a result of a reduction in consumer demand. Such
judgments include management's expectations for future sales and inventory liquidation plans.
Estimation process of the allowance is disclosed in Note 2.4 to the consolidated financial
statements.

We reviewed the basis for the allowance by understanding and challenging the key assumptions
used. In doing so, we understood the aging profile of the inventory, identification of obsolete
and damaged inventories and the process for identifying specific problem inventory.
Furthermore, we recalculated the expected allowance based on the above key assumptions to
assess the mathematical accuracy of the calculation.

Disclosures relating to inventory and related allowances are given in Note 8 to the consolidated
financial statements.

Other information included in the Group’s 2017 Annual Report

Management is responsible for the other information. Other information consists of the
information included in the Group’s 2017 Annual Report, other than the consolidated financial
statements and our auditors’ report thereon. We obtained the report of the Parent Company’s
Board of Directors, prior to the date of our auditors’ report, and we expect to obtain the remaining
sections of the Annual Report after the date of our auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information identified above 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 auditors’ 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.

3
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.S.C.P. (continued)

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

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 internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Auditors’ 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 auditors’ report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o 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.

e 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.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.S.C.P. (continued)

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
(continued)

e 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.

e 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 a manner that achieves fair presentation.

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

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

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

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
year and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MEZZAN
HOLDING COMPANY K.5.C.P. (continued)

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

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 information that is required by the Companies Law No.l of 2016, as amended,
and its executive regulations, as amended, 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, as amended,
and its executive regulations, as amended, nor of the Parent Company’s Memorandum of
Incorporation and Articles of Association have occurred during the year ended 31 December 2017
that might have had a material effect on the business of the Parent Company or on its financial
position.

.a-"/ ']
&
BADER A. AL-ABDULJADER DR. S Dl '
LICENCE NO. 207 A LICENSE NO. 51 A
BY OF DR. SAUD HAMAD AL-HUMAIDI & PARTNERS
(AL-AIBAN, AL-OSAIMI & PARTNERS) MEMBER OF BAKER TILLY INTERNATIONAL
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Mezzan Holding Company K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Asat 31 December 2017

2017 2006
Notes KD KD
ASSETS
Non-current assets
Property, plant and equipment 3 77,113,969 66,405,100
[ntangible assets E| 13,566,688 13,822,884
nvestment in associates 5 1,124,307 1,014,041
Investmenl properties 6 4,176,695 4,336,091
Biological assets 696,571 752,876
Financial assets available for sale 763,423 763.423
97,441,653 87,094,415
Current assets
Trade and other receivables 7 60,165,695 69,790,064
Inventories 8 37,516,148 36,609,024
Due from related parties 9 37,098 41,011
Bank balances and cash 10 15,726,298 18,156,937
113,445,239 124,597,036
TOTAL ASSETS 210,886,892 211,691,451
LIABILITIES
Non-current liabilities
Fmployees’ end of service benefits 4,449,137 4,073.316
Loans and borrowings 11 3,991,185 7,158,360
8,440,322 11,231,676
Current liabilities
Loans and borrowings 11 39,651,640 32,626,860
Trade and other payables 12 40,689,219 44,597,028
Due to related parties 9 464,185 1,342,319
Bank overdrallg 10 6,555,908 10,192,590
87,360,952 88,758,797
TOTAL LIABILITIES 95,801,274 99.990.473
NET ASSETS 115,085,618 111,700,978
EQUITY
Share capital 13 31,132,500 31,132,500
Treasury shares 13 (37,500) -
Statutory reserve 13 16,601,335 15,234,911
Voluntary reserve 13 16,601,335 15,234,911
Retained carnings 46,296,483 44,803,621
Foreign currency translation reserve (554,967) (98.820)
Fair value reserve 46,403 46,403
Equity attributable to equity holders of the Parent Company 110,085,589 106,353,526
Non-controlling inlerests 5,000,029 5,347,452
TOTAL EQUITY 115,085,618 111,700,978
Abdul Rahman Jassim Mohammed Al Wazzan Gargétt Walsh
(Chairman) (CHhief Executive Officer)

The attached notes 1 to 24 form part of these consolidated financial siatements.
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Mezzan Holding Company K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2017

Notes

Revenue
Cost of revenue

GROSS PROFIT

Operating expenses

General and administrative expenses

Selling and distribution expenses

Other income 14

Operating profit

Share of results of associates 5
Finance costs
Impairment of property, plant and equipment 3

PROFIT BEFORE TAX AND BOARD OF DIRECTORS’
REMUNERATION

Kuwait Foundation for the Advancement of Sciences
National Labour Support Tax
Zakat

Board of Directors’ remuneration 9

PROFIT FOR THE YEAR 15

Attributable to:
Equity holders of the Parent Company
Non-controlling interests

Basic and diluted earnings per share attributable to the equity holders of
the Parent Company 16

The attached notes 1 to 24 form part of these consolidated financial statements.

2017 2016
KD KD
204,548,025 207,433,203
(151,109,967)  (153,665,016)
53,438,058 53,768,187
(16,696,874) (13,820,749)
(22,397,516) (21,748,972)

1,578,812 1,677,536
15,922,480 19,876,002

110,266 30,277
(2,188,176) (1,367,836)
(260,829) (131,355)
13,583,741 18,407,088
(122,978) (162,680)
(358,805) (451,893)
(142,788) (180,757)
(100,000) (100,000)
12,859,170 17,511,758
12,939,671 17,180,233
(80,501) 331,525
12,859,170 17,511,758
41.56 Fils 55.18 Fils
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Mezzan Holding Company K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2017

Profit for the year

Other comprehensive income :

Items that are or may be reclassified to consolidated statement of income in
subsequent period:

Net gain (loss) on hedge of investment in foreign operations

Foreign currency translation adjustment

Other comprehensive loss for the year
Total comprehensive income for the year
Attributable to:

Equity holders of the Parent Company
Non-controlling interests

The attached notes 1 to 24 form part of these consolidated financial statements.

2017 2016
KD KD

12,859,170 17,511,758
2,969 (232,444)
(519,323) 85,912
(516,354) (146,532)
12,342,816 17,365,226
12,483,524 17,030,548
(140,708) 334,678

12,342,816

17,365,226
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Mezzan Holding Company K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2017

OPERATING ACTIVITIES

Notes

Profit for the year before tax and Board of Directors’ remuneration
Adjustments to reconcile profit before tax and Board of Directors’ remuneration

to net cagh flows:
Depreciation
Amortisation of intangible assets
Provision for employees® end of service benefits
Provision for obsolete and slow moving inventories
Provision for bad and doubtful debts
Share of results of associates
Impairment of property, plant and equipment

(Gain) loss on disposal of property, plant and equipment and intangible assets 14

Giain on revaluation of biological assels
Loss (gain) on disposal of biological assets
Write-ofl of biological assets

Finance costs

Net foreign exchange loss (gain)

Working capital adjustments:
Trade and other receivables
Inventories
Net movement in amount due from / to related parties
Trade and other payables

Cash from operations
Employees’ end of service benefits paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Purchase of intangible assets

Proceeds from disposal of intangible assets

Acquisition of non-controlling interests in a subsidiary
Proceeds from disposal of biological assets

Met cash flow on acquisition of a subsidiary

Dividend income received from associates

Net cash flows used in investing activities

FINANCING ACTIVITIES
Proceeds from loans and borrowings
Repayment of loans and borrowings
Purchase of treasury shares

Met movement in amount due to related parties (non-current)

Dividends paid to equity holders of Parent Company
Dividends paid to non-controlling interests

Finance costs paid

Net cash flows (used in) from financing activities

Effect of foreign currency difference

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

The attached notes 1 to 24 form part of these consolidated financial statements.

2017 2016
KD KD
13,583,741 18,407,088
4,845,642 4,710,969

314,719 290,193
1,331,380 997,418
146,559 97,597
532,978 381,837
(110,266) (30,277
260,829 131,355
(10,466) 20,060
(137,980) (119,263)
51,744 (5,529)
35,299 24,764
2,188,176 1,367,836
4,843 (133,475)
23,037,198 26,140,573
9,112,339 (14,934,973)
(1,051,074) 293,726
(874,221) (859,593)
(4,637,223) 7,741,224
25,587,019 18,380,957
(928,097) (798,826)
24,658,922 17,582,131
(16,646,577) (7,552,043)
441,128 123,509
(287,609) (298,849)
28,000 -
(7,054) -
107,242 72,758
- 30,434
" 43,812
(16,364,870) (7,580,379)
7,024,780 28,147,333
(2,464,802) (14,373,890)
(37,500) .
- (200,000)
(8,717,100) (8,116,724)
(196,522) (183,638)
(2,188,176) (1,365,065)
(6,579,320) 3,908,016
(508,689) (126,553)
1,206,043 13,783,215
7,964,347 (5,818,868)
9,170,390

7,964,347
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Mezzan Holding Company K.S.C.P. and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2017

1 CORPORATE INFORMATION

The consolidated financial statements of Mezzan Holding Company K.S.C.P. (the “Parent Company”) and its
Subsidiaries (collectively the “Group™) for the year ended 31 December 2017 were authorised for issue in
accordance with a resolution of the Board of Directors on 18 March 2018. The shareholders have the power to
amend the consolidated financial statements at the annual general assembly meeting (AGM),

The Parent Company is a shareholding company registered and incorporated as a holding company in Kuwait on 3
August 1999. The registered office of the Parent Company is Building no. 287, Block 1, Aradiya, Kuwait. The
Group is principally engaged in manufacturing, sale and distribution of food and non-food products. The shares of
the Parent Company are publicly traded on Kuwait Stock Exchange (KSE).

The principal activities of the Parent Company as per the articles of association are as follows:

a) Holding shares of Kuwaiti or foreign stock companies as well as holding shares or units in limited liability
companies whether Kuwaiti or foreign, or participating in establishing these companies, managing them and
sponsoring them on behalf of others,

b) Providing loans to companies in which the Parent Company holds shares or sponsors. In such cases, it is
necessary that the participation ratio of the Parent Company in the share capital of the borrowing company not
to be less than 20%.

¢) Owning intellectual property including patents, trademarks, industrial fees or any other related rights and
leasing them to other companies to make use of them inside Kuwait and abroad,

d) Holding movable or real estate assets necessary to carry out its activities within the limits allowed by law,

The Group is allowed to conduct the above-mentioned operations in the State of Kuwait or abroad by its own or as
an agent on behalf of other parties. The Group may have an interest or in any way be associated with entities
engaged on activities similar to its own or which may assist the Group in achieving its objectives in Kuwait or
abroad, or may establish, participate in or acquire these entities or affiliate itself to it.

2.1  BASIS OF PREPARATION

The consolidated financial statements of the Group have been prepared in accordance with the International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standard Board (“IASB”).

The consolidated financial statements have been prepared on a historical cost basis, except for derivative financial
instruments and biological assets that have been measured at fair value.

The consolidated financial statements have been presented in Kuwaiti Dinars (“KD”), which is also functional
currency of the Parent Company.

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
Aeccounting for new transactions and events:

Treasury shares

Own equity instruments that are reacquired (treasury shares) are recognised at cost and deducted from equity. No
gain or loss is recognised in the consolidated statement of income on the purchase, sale, issue or cancellation of the
Group’s own equity instruments. Any difference between the carrying amount and the consideration, if reissued, is
recognised in as a separate component of equity.

New and amended standards and interpretations

The accounting policies used in the preparation of the consolidated financial statements are consistent with those used
in the previous year except for the adoption of the following new and amended IFRS which are effective for annual
periods beginning on or after 1 January 2017. The Group has not early adopted any standards, interpretations or
amendments that have been issued but not yet effective.

The nature and the impact of each amendment is described below:

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

The amendments require entities to provide disclosure of changes in their liabilities arising from financing activities,
including both changes arising from cash flows and non-cash changes (such as foreign exchange gains or losses), The
Group has provided the information for both the current and the comparative period in Note 11.

12



Mezzan Holding Company K.S.C.P. and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2017

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)
New and amended standards and interpretations (continued)

Annual Improvements Cycle - 2014-2016

Amendments to IFRS 12 Disclosure of Interesis in Other Entities: Clarification of the scope of disclosure
requirements in IFRS 12

The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10-B16,
apply to an entity’s interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint
venture or an associate) that is classified (or included in a disposal group that is classified) as held for sale.

As at 31 December 2017, this amendment does not have any impact on the Group,

Other amendments to IFRSs, which are effective for annual accounting period starting from 1 January 2017, did

not have relevance nor any material impact on the accounting policies, financial position or performance of the
Group.

23 STANDARDS ISSUED BUT NOT EFFECTIVE

The standards, amendments and interpretations that are issued, but not yet effective, up to the date of issuance of
the Group’s consolidated financial statements are disclosed below. The Group intends to adopt these standards, if
applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three
aspects of the accounting for financial instruments project: classification and measurement, impairment and hedge
accounting. TFRS 9 is effective for annual periods beginning on or after 1 January 2018, with carly application
permitted. Except for hedge accounting, retrospective application is required but providing comparative information
is not compulsory, For hedge accounting, the requirements are generally applied prospectively, with some limited
exceptions,

The Group plans to adopt the new standard on the required effective date and will not restate comparative information.
During 2017, the Group has performed an initial impact assessment of all three aspects of IFRS 9. This assessment is
based on currently available information and may be subject to changes arising from further reasonable and
supportable information being made available to the Group in 2018 when the Group will adopt IFRS 9. Overall, the
Group expects no significant impact on its consolidated statement of financial position and equity from applying the
classification and measurement requirements of IFRS 9.

(a) Classification and measurement

IFRS 9 contains a new classification and measurement approach for financial assets that reflect the business model
in which assets are managed and their cash flow characteristics. IFRS 9 contains three classification categories for
financial assets: measured at amortised cost (AC), fair value through other comprehensive Income (FVOCI) and
fair value through profit or loss (FVTPL). The standard eliminates the existing IAS 39 categories of held to
maturity, loans and receivables and available for sale.

With respect of receivables, the Group analysed the contractual cash flow characteristics of those instruments and
concluded that based on their business model, they meet the criteria for amortised cost measurement under [FRS
9. Therefore, reclassification for these instruments is not required.

There will be no impact on the Group’s accounting for financial liabilities, as the new requirements only affect the
accounting for financial liabilities that are designated at fair value through profit or loss and the Group does not
have any such liabilities. The de-recognition rules have been transferred from IAS 39 Financial Instruments:
Recognition and Measurement and have not been changed.

(b) Impairment

IFRS 9 replaces the “incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (“ECL”) model.
This will require considerable judgement about how changes in economic factors affect ECLs, which will be
determined on a probability-weighted basis. The Group will apply the simplified approach and record lifetime
expected credit losses on all receivables, The Group do not expect any significant impact of expected credit losses
on its amortised cost financial assets, when adopted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2017

2.3 STANDARDS ISSUED BUT NOT EFFECTIVE (continued)
IFRS 9 Financial Instruments (continued)

(c) Hedge accounting

The Group determined that all existing hedge relationships that are currently designated in effective hedging
relationships would continue to qualify for hedge accounting under IFRS 9. As IFRS 9 does not change the general
principles of how an entity accounts for effective hedges, applying the hedging requirements of IFRS 9 will not
have a significant impact on Group’s consolidated financial statements.

(d) Disclosure

The new standard also introduces expanded disclosure requirements and changes in presentation, These are expected
to change the nature and extent of the Group’s disclosures about its financial instruments particularly in the year of
the adoption of the new standard. The Group’s assessment included an analysis to identify data gaps against current
process and the Group is in process of implementing the system and controls changes that it believes will be necessary
to capture the required data,

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014, and amended in April 2016, and establishes a five-step model to account for revenue
arising from contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be 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 after |
January 2018,

Currently, revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer, usually on delivery of the goods and revenue from rendering of services is recognised
when related services are provided and hence, Group does not expect any significant impact when IFRS 15 is adopted.

Amendments to [FRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint venture. The amendments clarify that the gain or loss resulting
from the sale or contribution of assets that constitute a business, as defined in [FRS 3, between an investor and its
associate or joint venture, 18 recognised in full. Any gain 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 investors’ interests in the
associate or joint venture. The TASB has deferred the effective date of these amendments indefinitely, but an entity
that early adopts the amendments must apply them prospectively. These amendments are not expected to have any
impact on the Group.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition, 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 IAS 17. The standard includes two recognition exemptions for lessees —
leases of 'low-value’ assets (e.g., 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 payments
(i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e.,
the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability
and the depreciation expense on the right-of-use asset.

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

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will
continue to classify all leases using the same classification principle as in IAS 17 and distinguish between two types
of leases: operating and finance leases.
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2.3  STANDARDS ISSUED BUT NOT EFFECTIVE (continued)

IFRS 16 Leases (continued)
IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019, Early application is permitted, but
not before an entity applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or
a modified retrospective approach. The standard’s transition provisions permit certain reliefs.

During 2018, the Group will continue to evaluate the potential effect of IFRS 16 on its consolidated financial
statements.

Transfers of Investment Property — Amendments to 14S 40

The amendments clarify when an entity should transfer property, including property under construction or
development into, or out of investment property. The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the change in use.

A mere change in management’s intentions for the use of a property does not provide evidence of a change in use.
Entities should apply the amendments prospectively to changes in use that occur on or after the beginning of the
annual reporting period in which the entity first applies the amendments. An entity should reassess the classification
of property held at that date and, if applicable, reclassify property to reflect the conditions that exist at that date.
Retrospective application in accordance with IAS 8 is only permitted if it is possible without the use of hindsight.
Effective for annual periods beginning on or after 1 January 2018. Early application of the amendments is permitted
and must be disclosed. The Group will apply amendments when they become effective. However, since Group’s
current practice is in line with the clarifications issued, the Group does not expect any effect on its consolidated
financial statements.

Annual Improvements 2014-2016 Cycle (issued in December 2016)
These improvements include:

IAS 28 Investments in Associales and Joint Ventures - Clarification that measuring investees at fair value through
praofit or loss is an investment-by-investment choice

The amendments clarify that:

*  An entity that is a venture capital organisation, or other qualifying entity, may elect, at initial recognition on
an investment-by-investment basis, to measure its investments in associates and joint ventures at fair value
through profit or loss.

¢ If an entity, that is not itself an investment entity, has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equity method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or joint venture,
at the later of the date on which: (a) the investment entity associate or joint venture is initially recognised; (b)
the associate or joint venture becomes an investment entity; and (¢) the investment entity associate or joint
venture first becomes a parent.

The amendments should be applied retrospectively and are effective from 1 January 2018, with earlier application
permitted. If an entity applies those amendments for an earlier period, it must disclose that fact. These amendments
are not applicable to the Group.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related
asset, expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability
relating to advance consideration, the date of the transaction is the date on which an entity initially recognises the
non-monetary asset or non-monetary liability arising from the advance consideration. If there are multiple payments
or receipts in advance, then the entity must determine the transaction date for each payment or receipt of advance
consideration. Entities may apply the amendments on a fully retrospective basis.
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2.3 STANDARDS ISSUED BUT NOT EFFECTIVE (continued)

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration (continued)
Alternatively, an entity may apply the Interpretation prospectively to all assets, expenses and income in its scope
that are initially recognised on or after:

(1) The beginning of the reporting period in which the entity first applies the interpretation
Or

(ii) The beginning of a prior reporting period presented as comparative information in the financial statements of
the reporting period in which the entity first applies the interpretation.

The Interpretation is effective for annual periods beginning on or after 1 January 2018. Early application of
interpretation is permitted and must be disclosed. However, since the Group's current practice is in line with the
Interpretation, the Group does not expect any effect on its consolidated financial statements,

24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries

as at 31 December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns from its

involvement with the investee and has the ability to affect those returns through its power over the investee.

Specifically, the Group controls an investee if and only if the Group has:

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,

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

*  The contractual arrangement with the other vote holders of the investee;

¢  Rights arising from other contractual arrangements;

=  The Group's voting rights and potential voting rights.

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

Profit or loss and each component of OCI are atiributed to the equity holders of the parent of the Group and to the
non-controlling interests, even if this results in the non-controlling interests having a deficit balance. When
necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are eliminated in full on consolidation.

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 in profit or loss.
Any investment retained is recognised at fair value,
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

The consolidated financial statements of the Group include:

Country of Legal ownership
Name of company incorporation interest ai Principal activities
31 December
2017 2016
Conserved Foodstuff Distribution Kuwait 99.99%, 99.99%  Manufacturing and whole sale
Company W.L.L.! distribution of meat products
and general trading in food
stuff
Al Sabriya International General Kuwait 99.88% 99.88%  General trading and contracting
Trading Company W.L.L.! activities
Al Muntaser Pharmaceutical Kuwait 99.99% 99.99%  Whole sale and retail trade of
Company W.L.L.' cosmetics, medicines and
other consumer items
Jassim Al Wazzan Sons General Kuwait 99.99% 99.99%  Whole sale and retail trade of
Trading Company W.L.L.! food stuff
Al Hoda Kuwaiti Foodstuff Kuwait 99.98% 09.98%  Exporting ,importing and trading
Company W.L.L.' of all kind of food stuff
Al Mansouria Consumer Kuwait 99.94% 99.94%  Trading of household goods and
Trading Company W.L.L.' cleaning materials
Al Wazzan Trading and Kuwait 99.99%  99.99% Providing catering services and
Catering Services Company general trading
W.LL. 1
National Canned Food Kuwait 99.99%, 99.99%  Manufacturing and trading of all
Production and Trading kinds of food stuffs
Company W.L.L.'
Oriental for Catering Services Kuwait 99,98% 9998%  Exporting ,importing and trading
Company W.L.L.' of all kind of food stuff
Mezzan Industries Company Kuwait 99.98% 99.98%  Manufacturing of paper and
W.LL! nylon products
Kuwait Lube Oil Company K.S.C. Kuwait 93.76% 93.76%  Recycling and trading of oil,
(Closed) lubricants and related products
Arla Food Kuwait W.L.L. Kuwait 51% 51% Importing and trading of all kind
of dairy products
Plastic Industries Company Kuwait 55.82% 55.58%  Manufacturing and trading of
K.S.C. (Closed) household goods
Kuwait Biscuit and Food Kuwait 99.99% 99.99%  Manufacturing and trading of
Products Manufacturing biscuits and related products
Company W.L.L.(“KBC’)!
Gulf Pastries Manufacturing Kuwait 99.98%  99.98% Manufacturing and sale of
Company W.L.L. (“*GPM?*)! pastries and cakes
Kuwait Indo Trading Kuwait 99.99%  99.99% Manufacturing and sale of food

Company W.L.L.(“KITCO")!

stuff
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Country of Legal ownership
Name aof company incorporation interest ar Principal activities
31 December
2017 2016
Mezzan Logistics for Kuwait 926% 96% Logistics services and storage
Transport and Storage facilities
Company K.S.C. (Closed) !
Emirates Star Services L.L.C.! U.AE. 99% 99% Providing catering services
and running restaurants
Qatar Star Services L.L.C.? Qatar 50% 50% Providing catering and
cleaning services
Mezzan Saudi Trading Company Saudi Arabia 100% 100% Manufacturing and whole sale
2% SY distribution of meat products
and general trading in food stuff
Mezzan Jordan Industries L.L.C. Jordan 100% 100%  Manufacturing, whole sale and
retail trade of cosmetics and
other consumer items
Afia Trading Services FZE U.AE. 100% 100% Trading in food products and
providing related services
Al Wazzan Foodstuffs Factory U.AE. 090% 99% Manufacturing and trading of
LLC. ! food stuffs
Tazweed Commercial Solutions Jordan 50% 50% Providing catering and retail
Company P.S.C.° services
UNITRA International L.L.C. ! UAE 99.67%  99.67%  Trading of food and beverages
Middle East Trading Store L.L.C.' UAE, 99.67%  99.67%  Trading of food and beverages
Mezzan Foods Company L.L.C.* Saudi Arabia 70% 70% Manufacturing and distribution of

food and beverage products
The Parent Company also has branches in Qatar (Conserved Foodstuffs Distributing Company W.L.L. — Qatar
branch) and Kingdom of Saudi Arabia (Conserved Foodstuff Distribution Factory Company — KSA branch). In
addition, the Group owns a sole proprietorship concern (Khazan Meat Factory) in United Arab Emirates.

! The remaining shares are held by subsidiaries included within the Group and therefore the effective holding of
the Group in these subsidiaries is 100%.

? The remaining shares in these subsidiaries are held by the other partner on behalf of the Parent Company.
Therefore, the effective holding of the Group in these subsidiaries is 100%.

* As per the terms of the incorporation, the Parent Company is entitled to receive 75% of share of profit or loss.

" Subsidiary of Mezzan Saudi Trading Company L.L.C.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Hedge accounting
The Group makes use of financial instruments including borrowings to manage its foreign currency risks arising
from net investments in foreign operations.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to
which it wishes to apply hedge accounting and the risk management objective and strategy for undertaking the
hedge. The documentation includes identification of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the entity will assess the effectiveness of changes in the hedging
instrument’s fair value in offsetting the exposure to changes in the hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in
fair value or cash flows and are assessed on an ongoing basis to determine that they actually have been highly
effective throughout the financial reporting periods for which they were designated. A hedge is regarded as highly
effective if the changes in the value of hedged item are offset by the changes in the value of hedging instruments
between 80% and 125%.

Hedge of net investment in foreign operations

Gains or losses on the hedging instrument relating to the effective portion of the hedge are recognised in other
comprehensive income while any gains or losses relating to the ineffective portion are recognised in the
consolidated statement of income. On disposal of the foreign operation, the cumulative value of any such gains or
losses recorded in equity is transferred to the consolidated statement of income.

The Group designated certain loans as hedging instruments for its exposure to foreign exchange risk on its net
investments in foreign subsidiaries.

Forward exchange contracts
The Group makes use of forward foreign exchange contracts to manage exposures to foreign currency relating to
purchases of inventory from overseas suppliers.

At the inception, forward foreign exchange contracts instruments (the “instruments™) are initially recognised in the
consolidated statement of financial position at cost (including transaction costs) and subsequently measured at their
fair value. The fair value of these instruments includes unrealised gain or loss from marking to market the
instruments using prevailing market rates or internal pricing models. The instruments with positive market values
(unrealised gains) are included in other receivables and the instruments with negative market values (unrealised
losses) are included in other payables in the consolidated statement of financial position.

The resultant gains and losses from forward foreign exchange contracts are taken directly to the consolidated
statement of income.

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 acquisition date fair value and the amount of any non-
controlling interest in the acquiree. For each business combination, the acquirer measures the non-controlling
interests in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition costs incurred are expensed and included in general and administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification 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
acquiree.

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 consolidated statement of
income.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or liability
will be recognised in accordance with IAS 39 either in consolidated statement of income or as a change to other
comprehensive income. If the contingent consideration is classified as equity, it should not be re-measured until it
is finally settled within equity. Other contingent consideration that is not within the scope of IAS 39, is measured
in accordance with applicable standard.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests over the net identifiable assets acquired and liabilities 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 combination 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 of the acquiree are assigned to those units.

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

Property, plant and equipment
Property, plant and equipment, except land, are stated at cost less accumulated depreciation and accumulated
impairment losses, if any. Freehold and leasehold land and capital work-in-progress are not depreciated.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets up to their residual
values, as follows:

Buildings 5 to 30 years
Plant and machinery 3 to 15 years
Tools and spare parts 2 to 5 years
Motor vehicles 5to 7 years
Furniture, fixtures, office and computer equipment 3o 8 years

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less any
recognised impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group's accounting policy. Such properties are classified to the appropriate categories of property,
plant and equipment when completed and ready for intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for the intended use.

Expenditure incurred to replace a component of an item of property, plant 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, plant and
equipment. All other expenditure is recognised in the consolidated statement of income as the expense is incurred

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

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

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure
is reflected in the consolidated statement of income in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (continued)

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in
the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset
are accounted for by changing the amortisation period or method, as appropriate, and treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the
consolidated statement of income.

Intangible assets with indefinite useful lives are not amortised but are tested for impairment annually or more
frequently if events or change in circumstances indicate the carrying value may be impaired, either individually or
at the cash generating unit level. The useful life of an intangible asset with an indefinite life is reviewed annually
to determine whether indefinite life assessment continues to be supportable. If not, the change in the useful life
assessment from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated statement of income
when the asset is derecognised.

A summary of the policies applied to the Group’s intangible assets is, as follows:

Computer
Goodwill Key money Licenses software
Useful lives Indefinite Finite (based on Indefinite Finite (8 years)
the minimum lease
term)

Amortisation method No amortisation Amortised on a No amortisation Amortised on a

used

straight-line basis
over the minimum
lease term

straight-line basis
over the expected
period over which

benefits are
derived from use
of the software.

Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine whether there
is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible
to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified,
assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating unity for which a reasonable and consistent allocation basis can be identified,

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

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in the consolidated statement of income.

Where an impairment loss subsequently reverses, except for reversal of impairment loss recognised for goodwill
which is not reversed in a subsequent period, the carrying amount of the asset (cash-generating unit) is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset (cash-
generating unit) in prior years. A reversal of an impairment loss is recognised immediately in the consolidated
statement of income,
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in financial and operating policy decisions of the investee, but not control or joint control over those
policies. The Group’s investment in its associates, are accounted for using the equity method.

Under the equity method, investment in an associate is initially recognised at cost. The carrying 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 carrying amount of the investment and is neither amortised
nor individually tested for impairment.

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

The aggregate of the Group’s share of profit or loss of associates is shown in the consolidated statement of income
and represents profit or loss after tax and excluding non-controlling interests in the subsidiaries of the associate.

The financial statements of the associate are prepared for the same reporting period as the Group. When necessary,
adjustments are made to 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 associate. At each reporting date, the Group determines whether
there is any objective evidence that the investment in the associate is impaired. If there is such evidence, the Group
calculates the amount of impairment as the difference between the recoverable amount of the associate and its
carrying value, and then recognises the loss in the consolidated statement of income.

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

Investment properties

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the
cost of replacing part of existing investment properties at the time that cost is incurred if the recognition criteria are
met; and excludes the costs of day to day servicing of an investment property. Subsequent to initial recognition,
investment properties (building only) are stated at cost less depreciation and impairment, if any.

Investment properties are depreciated as follows:

Land Not depreciated
Building 5 1o 30 years

Investment properties are derecognised either when they have been disposed of or when they are permanently
withdrawn from use and no future economic benefit is expected from their disposal. The difference between the
net disposal proceeds and the carrying amount of the asset is recognised in the consolidated statement of income in
the period of derecognition.

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

Financial instruments - elassification, measurement, recognition, de-recognition and offsetting

Classification

The Group classifies its financial instruments as “financial assets available for sale”, “loans and receivables”, “loans
and borrowings” and “liabilities at amortised cost”. Management determines the appropriate classification of each
financial instrument at the time of initial recognition.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments - classification, measurement, recognition, de-recognition and offsetting (continued)

Recognition and measurement of financial assets and liabilities

The Group recognises a financial asset or a financial liability when the Group becomes a party to the contractual
provisions of the instrument. All “regular way” purchases and sales of financial assets are recognised on the trade
date, i.e. the date that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the time frame generally established by regulation
or convention in the market place.

All financial assets are initially recognised at fair value plus, in the case of investments not at fair value, through profit
or loss, directly attributable transaction costs.

All financial liabilities are initially measured at fair value of the consideration given plus transaction costs,

Financial assets available for sale
Financial assets available for sale comprise equity securities. Equity investments classified as available for sale are
those, which are neither classified as held for trading nor designated at fair value through profit or loss,

These are financial assets principally acquired to be held for an indefinite period of time, which may be sold in
response to needs for liquidity or in response to changes in market conditions. Available for sale investments are
initially measured at fair value (transaction price) plus directly attributable transaction costs. After initial
recognition, financial assets are subsequently measured at fair value with unrealised gains or losses recognised in
other comprehensive income and credited to the fair value reserve until the investment is derecognised, at which
time, the cumulative gain or loss is recognised in other operating income, or the investment is determined to be
impaired, when the cumulative loss is reclassified from the fair value reserve to the consolidated statement of
income in finance costs. Interest earned whilst holding available for sale financial assets is reported as interest
income using the effective interest rate method.

Unquoted equity securities classified as available for sale financial assets and whose fair value cannot be reliably
determined are measured at cost, including transaction costs and less impairment losses. If a reliable measure
becomes available for which such a measure was previously not available, then the available for sale financial
assets are remeasured at fair value. The difference between the carrying amount and fair value at the date of such
remeasurement is recognized in other comprehensive income

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment
loss was recognized. For available-for-sale equity securities carried at cost because their fair value cannot be
measured reliably, impairment losses may not be reversed.

Loans and receivables

Loans and receivables 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 effective interest method
less any provision for impairment. In the consolidated statement of financial position “trade receivables” “bank
balances and cash” and “due from related parties™ are classified as “loan and receivables”,

Accounts receivable are stated at original invoice amount less impairment for any uncollectible amounts. An
estimate for doubtful debts is made when collection of part of or the full amount is no longer probable, Bad debts
are written off when there is no possibility of recovery.

Loans and borrowings

After initial recognition, loans and borrowings are subsequently measured at amortised cost using the effective
interest rate method. Installments due within one year are shown as current liabilities. Interest is charged as an
expense as it accrues, with unpaid amounts included in ‘Trade and other payables’.

Financial liabilities at amortised cost
Financial liabilities includes trade and other payables and due to related parties.

Liabilities are recognised for amounts to be paid in the future for goods and services received, whether billed by
the supplier or not.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments - classification, measurement, recognition, de-recognition and offsetting (continued)

Derecognition of financial assets and liabilities

A financial asset (in whole or in part) is derecognised either when: (i) the rights to receive the cash flows from the
asset have expired or (ii) the Group has retained its right to receive cash flows from the assets but has assumed an
obligation to pay them in full without material delay to a third party under a ‘pass through’ arrangement; or (jii)
the Group has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially
all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset. Where the Group has transferred its right to receive cash flows
from an asset and has neither transferred nor retained substantially all the risks and rewards of the assel nor
transferred control of the asset, the asset is recognised to the extent of the Group’s continuing involvement in the
asset.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or
expired. When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in consolidated statement of income.

Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in the consolidated statement
of financial position when there is a legally enforceable right to set off the recognised amounts and the Group
intends to settle on a net basis.

Impairment and uncollectibility of financial assets

An assessment is made at each reporting date to determine, whether there is objective evidence that a specific
financial asset or group of financial assets may be impaired. A financial asset, or a group of financial assets are
impaired if there is any objective evidence of impairment as a result of one or more events that have occurred after
the initial recognition of the asset 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 exists, any
impairment loss is recognised in the consolidated statement of income.

a) For assets carried at fair value, impairment is the difference between cost and fair value, less any impairment
loss previously recognised in the consolidated statement of income:

b) For assets carried at cost, impairment is the difference between carrying value and the present value of future
cash flows, discounted at the current market rate of return for a similar financial asset;

c) For assets carried at amortised cost, impairment is the difference between carrying amount and the present
value of estimated future cash flows, discounted at the financial assets original effective interest rate.

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the impairment
losses recognised for the financial asset no longer exist or have decreased and the decrease can be related objectively
to an event occurring after the impairment was recognised. Except for investments classified as available for sale,
reversals of impairment losses are recognised in the consolidated statement of income to the extent the carrying value
of the asset does not exceed its amortised cost at the reversal date. Increase in fair value after impairment in respect of
financial assets classified as available for sale are recognised in other comprehensive income,

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

* In the principal market for the asset or liability, or

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

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

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value (continued)

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

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 inputs and minimising the use of
unobservable inputs,

The fair value of forward foreign exchange contracts is calculated by reference to current forward exchange rates with
the same maturity.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:
* Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
» Level 2— Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
® Level 3— Valuation techniques for which the lowest level input that is significant to the fair value
measurement is 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-assessing categorisation (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.

Cash and cash equivalents
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of bank balances

and cash and short term deposits which mature within three months from inception, net of outstanding bank
overdrafts,

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in bringing each
product to its present location and condition, as follows:

Goods for resale purchase cost on a weighted average basis.
Raw materials, packing materials and  purchase cost on a weighted average basis.
consumables
Finished goods and work-in-progress  cost of direct materials and labour plus attributable overheads based on
a normal level of activity,
Goods in transit purchase cost incurred up to the reporting date

Net realisable value is based on estimated selling price less any further costs expected to be incurred on completion
and disposal.

Biological assets
Biological assets comprise livestock and are measured at cost, on initial recognition and at each reporting date, at
their fair value less cost to sell, with any resultant gain or loss recognized in the consolidated statement of income.

Employees’ end of service benefits

The Group provides end of service benefits to all its employees. The entitlement to these benefits is based upon the
employees’ final salary and length of service, subject to the completion of a minimum service period. The
computation of the benefits is based upon the employees’ final salary, length of service, historical termination and
resignation rate. The computed amount is discounted using weighted average cost of capital of the Group to the
present value of such obligation subject to the completion of a minimum service period. The obligation as calculated
and the expected costs of these benefits are acerued over the period of employment.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

Each entity in the Group determines its own functional currency and items included in the financial statements of
each entity are measured using that functional currency. Transactions in foreign currencies are initially recorded at
the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated to KD at rates of exchange prevailing on that date, Any
resultant gains or losses are recognised in the consolidated statement of income.

Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are translated to
KD at the foreign exchange rates prevailing at the dates that the values were determined. In case of non-monetary
assets whose change in fair values are recognised directly in consolidated statement of comprehensive income,
foreign exchange differences are recognised directly in consolidated statement of comprehensive income and for
non-monetary assets whose change in fair value are recognised in the consolidated statement of income, all
differences are recognised in the consolidated statement of income,

Group Companies

Assets (including goodwill) and liabilities, both monetary and non-monetary, of foreign operations are translated
at the exchange rates prevailing at the reporting date. Operating results of such operations are translated at average
exchange rates for the year. The resulting exchange differences arising on translation are recognised in the
consolidated statement of comprehensive income. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in the consolidated statement of
income,

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair value of the
consideration received or receivable, taking into account contractually defined terms of payment and excluding taxes
or duty. The Group assesses its revenue arrangements against specific criteria to determine if it is acting as principal
or agent. The Group has concluded that it is acting as a principal in all of its revenue arrangements,

The following specific recognition criteria must also be met before revenue is recognised:

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on delivery of the goods.

Rendering of services
Revenue from rendering of services is recognised when related services are provided.

Provisions

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

Statutory contributions

Kuwait Foundation for the Advancement of Sciences (KFAS)

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

Zakat
Contribution to Zakat is calculated at 1% of the profit of the Group in accordance with the Ministry of Finance
resolution No. 58/2007.

National Labour Support Tax (NLST)
Contribution to NLST is calculated at 2.5% of the taxable profit of the Group in accordance with Law No. 19 of
2000, National Labor Support Tax Law and the Ministry of Finance resolution No, 24/2006.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Dividends on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the
Parent Company’s shareholders,

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

Leases

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

Group as lessor

Leases where the Group retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of
the leased asset and recognised over the lease term on the same basis as rental income.

Group as a lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Operating lease payments are recognised as an expense in the consolidated statement of income
on a straight-line basis over the lease term, except for contingent rental payments which are expensed when they
arise.

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

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

Segment information

A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenues and incurs costs. The operating segments are used by the management of the Group to allocate resources
and assess performance and are consistent with the internal reports provided to the chief operation decision maker.
Operating segments exhibiting similar economic characteristics, product and services, class of customers where
appropriate are aggregated and reported as reportable segments.

Significant accounting judgments and estimates

The preparation of consolidated financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates. The Group has
used judgment and estimates principally in, but not limited to the following:

Impairment of trade receivables

An estimate of the collectible amount of trade receivables and retentions is made when collection of part of or the
full amount is no longer probable. For individually significant amounts, this estimation is performed on an
individual basis. Amounts 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.

Impairment of inventories

Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete, an
estimate is made of their net realisable value. For individually significant amounts this estimation is performed on
an individual basis. Amounts which are not individually significant, but which are old or obsolete, are assessed
collectively and a provision applied according to the inventory type and the degree of ageing or obsolescence, based
on historical selling prices.
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24  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Significant accounting judgments and estimates (continued)

Useful lives of property, plant and equipment and intangible assets

The Group’s management determines the estimated useful lives of its property, plant and equipment and intangible
assets for calculating depreciation and amortisation. This estimate is determined after considering the expected usage
of the asset or physical wear and tear. Management reviews the residual value and useful lives annually and future
depreciation and amortisation charge would be adjusted where management believes the useful lives differs from
previous estimates,

Impairment of property, plant and equipment

A decline in the value of property, plant and equipment could have a significant effect on the amounts recognised in
the consolidated financial statements. Management assesses the impairment of property, plant and equipment
whenever events or changes in circumstances indicate that the carrying value may not be recoverable.

Factors that are considered important which could trigger an impairment review include the following:
* significant changes in the technology and regulatory environments.
¢ evidence from internal reporting which indicates that the economic performance of the asset is, or will be,
worse than expected.

Impairment of intangible assets (with indefinite life)

The Group determines whether indefinite life intangible assets are impaired at least on an annual basis. This requires
an estimation of the value in use of the cash-generating units to which the respective asset is allocated. Estimating
the value in use requires the Group to make an estimate of the expected future cash flows from the cash-generating
unit and also to choose a suitable discount rate in order to calculate the present value of those cash flows. The
carrying amounts of intangible assets with indefinite lives at 31 December 2017 were KD 12,496,327 (2016: KD
12,365,675). More details are given in Note 4.

Impairment of financial assets available for sale
Available-for-sale financial assets includes unquoted investments whose fair value cannot be measured reliably.
These are measured at cost, subject to impairment testing.

Significant judgment and estimates are used by management to assess if any indications of impairment exist of
available-for-sale financial asset measured at cost. Indications of impairment may include evidence that an investee
company is experiencing significant financial difficulties, deteriorating cash flows and adverse changes to the
business and the surrounding economic factors.

Provision for employees ' end of service benefits

The Group’s management performs a detailed review of the provision for employees’ end of service benefits
considering the expected pattern of the future obligations based on historical termination and resignation rates.
Management reviews the future obligations annually and adjusts where the management believes the previous
estimates are required to be adjusted.

Material non-controlling interests

The Group’s management considers any non-controlling interests which accounts for over 5% of the total equity
of the Group as material. As at the reporting date, none of the non-controlling interests accounts for over 5% of the
total equity. Hence, no disclosures are considered necessary.

28



6T

696°€IT'LL

SFS'86I°LT B0TSLS 60SFOT'E 987 10T LLL'EEG'FT I85°6LSTT OFT'FLLS £T60SPTI LI0T Iaquuaoa(] £ Je sy
ANfes Hooq 3apn
TI8'SLS 8D - OFL'E0T’S 8S5°L9LD 865°0LF'T FPEG'OSEIE T6T°LSO'6T - FELEIE LT0T 12quiada(q [ I8 Y
(LPELIE) - (z98°Le) (00L°1E) (zeo'o1) (801°LET) (90z°96) - (6£¥'F) SIOUISYIP SBUBYINE
(#19°106) - (zg8'961) (#L9°965) (08Ew) (8TL°€0T) - . - s[esodsip o1 Supesy
628°09T - 8E8 = $81'8 905°16T - : - yusnLIredu]
SOCERLY - LIL'THF ¥96°L08 IsTer BTTLLOT SOFTLE'T - - Jeak o) 10J 28Ty
BLEDBL T - S88'F6SL BO6°L8S9 PLT6EFT QE0°69L°6T E6G'0BLLI - ETTRIE LI0T Arenuef | je sy
suamnnedun pue vogenaidag
I8L°689°SHFT  SPS'BGI'LI PS6°8L6°8 LOD'TLG'S PRS'LLS'T SOL‘D6L'0F ELL'TES TH OFTPLLS LOL'POLTT LTOT PQUEdAQ [ Je SY
(661°TS8) (seL’e9) (8¥6°9¢) (TLL'os) (L6T°TT) (855°LeE) (8LL°66T) - (111°28) S0P ABUEYIXY
(9L0°00€T)  (S10°6LT) (zRo'81T) (#¥< 159) (185%) (FSHorL) - - . s[esodsi(]
LLEOPOOT ZO'10FEL 008°FIS EFO'TEL [1z'cg BETILTT SLTF69 . . SUOTIPPY
BLYSEITTEL  SLTOFI'F PRLGTLS OFETEE'S I5€°098°T 681 C00'9F QLTRET TH OPIPLLG R18°918°TI L10T AIenuef [ 1 sy
11500)
ay ay ay ay ay ay ay ay ay
jmoy ssaSoud Juawdinba Saponyan srind aupds Ay o sButppng puny punj
|:..TML.9._& LNH&EQQ Lbnﬁ.mf« mqﬁu hu.n__.n.__ __n_q.m ﬂm..m.ﬂm«u. ._m__mn_mw_.m.___ .mw
jondoo) pup aayjo sjoaf o)
“saunpaf
‘BARILLN T

INAWLINOE ANV INVId ‘ALdAd0ud £

* L10T 32qua0a(] [ papua Iea oy} 10§ pue je Sy
SINHWHLV.LS TVIONVNIA AALVAITOSNOD FHL OL SHLON

saueIpIsqng pue 'dD'SY Auedwo)) SuIpjoy uezzojy[



13

"paretoandap 10u ST (91 pLL°C (A *910Z) 9%1°pLL'S (Y O Supunoure sasea] Yons Jo tonIsmboe o1 JO 1500 31 “AUCJRUS PUE K[2)UGIPUI PAMSTT 3q 0} SISEI] 9591
s10adxa Justafeureur 24 ], 'sases] 21 Jo Andxs oy uodn Sjqemanss are sases| o) pue s1eak (7 0} | woxy FuBues spouad 10F JeMNTY JO JUSTIMHIA0N S} [0 pasea] pue| sjuasasdal pue] pjoyasea|

"35T.I0J S[qEFeAR ST JT USTm sdnoud jasse aanoadsal o) palIajsuRY SXe 959y |, "WONONNSUOD Japun sjesse sosudwos ssarfoud-ur-yiom enden

001°50+"99 SLTOFIY 668°FT8 TLEFSEE LLOTZT ESHPET 9T ERTLSKFET I pLLS S65°861 TT 9107 I2qui20a(] | £ 1 5y
DN[RA §0Oq JaN
BLED6L Y - CREFESL 296°L85°9 PLTGEFT 9€0°69L 6T £66°08L LT = £TTRIE Q10T JPquis0a(] [¢ 1B SY
LOO'ETT - 9ETHI E19°11 895°c LEE'TS 865°6€ - SSLT SIOTRIIP aFueyaxy
(g1z°ziv's) - (1peor) (<+0°L68) (Lzs) (co9'sor'e)  (L69°T) - : sfesodsip o) Sunejay
SSE'IET = - - - CCE'IE] - 5 - _ Wnsumedmy
89T°809'F = 10£°01F 19T°0L CIE0S #S0°660°T LEVPPE'T - - Teak oY) 103 28TEYD)
TO6'6EE LY = 689°915 L GET'69L'9 816°68E'T £68°TSHEE SH9°66E'01 - 89+ CIE QIO Arenuef | je 5y
Juswaredony pue uopenaadag
6LFSHITTET  SLTOFIV FELGIL'S OFETHE6 ISE098°T 63F €009 9LTBET TF OFI'PLL'S BI8918°CI GT0T Joquians(] [ £ 1B Sy
LTSIEE £6E'L 00L°91 950°L1 6LTY 009°ZT1 6SETTET - 0bP'TE S20UAIPIP SFURYIXT
- (z+9'sge) 65E°T LSS Sk - TTS'RIT 0799 - - SIAJSURL]
(z8L'sss'L) e (Freor) (965" 2p6) (LZ8) (s8¥'Lss’a)  (0E8D) = - s[esodsiq
EFOTSS L BEYFTYE OE0TFES 6ST°968°1 £E0°ST LLTO00'T $00°905 - C SUDIIPPY
(FST'0L) (FS10L) - = - - = - - (¥ 210N]) slesse 2[qrSueiur 0) SIJSURL],
6EE°R9T'T . 0ETTL 0£E°89 - 809°TTH 1 TLT1S0L - @ (L1
210N]) Arerpisqns Jo uonismboe uo Suisury
90Z°699°8T1  HEO'F96 G08'0FI’8 ¥E8006'8 996 1£6°T L0 THL 6% LOETES BE OFT'PLL'S BLEPRL'TT 910z Arenuef | 1B Sy
350D
ay ay ay ay ay ay ay ay ay
jmar ssa4804d puzndinba S2pomyan srand aapds izt sZuippng puny puny
~Li-HA0m AamdiuoD ACJOpY pun pun povyasoay proyaad.g
pndo) puv a3yjo sjoaf s
‘saunpaf
‘aurpan.y

(panunuod) INAWIINOA ANV LNV1d ‘ALdAd0dd £

LT0T 33quaoa(] ¢ papua 1234 3} J0 PUB Je Sy
SINHWHLVLS TVIONVNIA QHLVAI'TOSNOD dHL OL SZLON

SaLRIpISQNS pue "d-)'S Y Auedwo)) SurpjoH uezzoj



Mezzan Holding Company K.S.C.P. and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at and for the year ended 31 December 2017
3 PROPERTY, PLANT AND EQUIPMENT (continued)

The depreciation charge for the year was allocated as follows:

2017 2016
KD KD
Cost of revenue 2,639,142 2,730,564
Selling and distribution expenses 437,499 400,021
General and administrative expenses 1,666,924 1,477,683
4,743,565 4,608,268
4 INTANGIBLE ASSETS
Other
Computer intangible Asset under
Goodwill software assets development Total
KD KD KD KD KD
Cost:
Asat | January 2017 11,560,943 2,423,298 1,572,400 79,533 15,636,174
Additions - 31,726 228334 27,549 287,609
Disposals - - (60,200) - (60,200)
Exchange differences (168,513) (712) - - (169,225)
As at 31 December 2017 11,392,430 2,454,312 1,740,534 107,082 15,694,358
Amortisation and
impairment:
As at 1 January 2017 - 1,240,922 572,368 1,813,290
Charge for the year - 299,546 15,173 314,719
Exchange differences - (339) - - (339)
As at 31 December 2017 - 1,540,129 587,541 - 2,127,670
Net carrying amount:
As at 31 December 2017 11,392,430 914,183 1,152,993 107,082 13,566,688
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