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MEZZAN HOLDING K.S.C.P.

Date: 21/03/2019
Ref.: MHC/Disclosure/2019/018

Boursa Kuwait Company
Mubarak Al Kabeer St.

AlSharq, Kuwait

P.O.Box 22235 Safat, 13083 Kuwait

Subject: Disclosure on Financial Results of Mezzan
Holding Company on Fiscal vear ended on 31/12/2018

Reference to the above subject and pursuant to the
provisions of Clause 24 of Article (4-1-1), Chapter 4
of Module 10 (Disclosure and Transparency) of the
Executive Bylaws of Law No. 7 of 2010 concerning
establishment of the Capital Markets Authority.

Mezzan Holding Company KSCP would like to
disclose that its Board of Directors convened today,
21st March 2019 at 01:00 PM and ratified the financial
statements for fiscal year ended 31 December 2018.

Furthermore; in in compliance of Premier Market
Companies obligations as per Requirement of
Resolution No. (1) for the year 2018 issued by
Kuwait Boutsa, we would like remind the general
public that the Earnings Call for Investors and
Shareholders will be held through Live Webcast
session today Thutsday, 21" March 2019 at 03:30
pm Kuwait Local Time.

Interested analyst and shareholders may attend
the earnings call through the link on Investors
Relations Page on Company website below:

Link: http://www.mezzan.com/investor-

relations /investor-overview/

For inquities, please email us at: ir@mezzan.com

Attached:

Disclosure of Material Information Form
Annual Financial Statement Results form for
Kuwaiti Companies.

Mezzan Holding Company KSCP
Vice Chairman
Mohamed Jassim AlWazzan ..\ 0\
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MEZZAN HOLDING K.S.C.P.

Disclosure of Material Information Form

21/03/2019

Name of the Listed Company Mezzan Holding Company KSCP

Reference to the above subject and pursuant to the
provisions of Clause 24 of Article (4-1-1), Chapter 4 of
Module 10 (Disclosure and Transparency) of the Executive
Bylaws of Law No. 7 of 2010 concerning establishment of
the Capital Markets Authority.

Mezzan Holding Company KSC would like to disclose that
its Board of Directors met today at 01:00 PM and ratified
the financial statements for fiscal year ended 31 December
2018.

Attached is the Annual Financial Statements Results form
for Kuwaiti Companies.

Furthermore; in in compliance of Premier Market
Companies obligations as per Requirement of Resolution
No. (1) for the year 2018 issued by Kuwait Boursa, we
would like remind the general public that the Earnings Call
for Investors and Shareholders will be held through Live
Webcast session today Thursday, 21st March 2019 at 03:30
pm Kuwait Local Time.

Interested analyst and shareholders may attend the earnings
call through the link on Investors Relations Page on
Company website below:

Link:

http:/ /www.mezzan.com/investor-relations/investor-

Material Information

OvVerview

For inquiries, please email us at: ir@mezzan.com

Significant Effect of the material
information on the financial
position of the company

aterial effect on financial position of the Company.

Mezzan Holding Company KSCP
Vice Chairman

Moha\me assi

AlWazzan
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Annual Financial Statement Results Form
Kuwaiti Company (KWD)
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attributable to the owners of the parent
Company
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In 2018, the company recorded revenue of KD
207.5million, up 1.4% from 2017. Revenues in 2018
were driven by revenues from the strong
performance from food catering, food services and
non-food fast moving consumer goods sectors, but
were undermined by the results of the food
manufacturing and distribution sector and the
industrial sector.

Despite the same, profits have been affected by a
number of major challenges in a number of the main
geographical areas of the group in light of regional
and tax variables, most notably the impact of excise
duty on energy drinks in the United Arab Emirates.
The year 2018 is the first full year after its
application, which commenced on | October 2017.
The Company's operations in Saudi Arabia faced
challenges during 2018, resulting in continued losses
for our employees in that market.

In addition, profits were affected by higher operating
costs and prices of raw materials. Finally, profits
were reduced as a result of higher financing costs
driven by higher indebtedness and interest rate
environment.
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INDEPENDENT AUDITOR’S 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 2018, and, the consolidated
statement of profit or loss, 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 2018, 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 Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our 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 period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidatedMWM&c
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INDEPENDENT AUDITOR’S 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

As at 31 December 2018, the carrying value of goodwill amounted to KD 11.46 million (2017:
KD 11.39 million), representing 5.25% (2017: 5.40%) of the total assets of the Group. The
majority of goodwill has been allocated to cash-generating units (CGUs) acquired in a business
combination as disclosed in Note 4 to the consolidated financial statements.

The annual impairment testing of goodwill is considered to be a key audit matter due to the
complexity of the accounting requirements and the significant judgment required in
determining the assumptions to be used to estimate the recoverable amount. The recoverable
amount of the CGUs, which is based on the higher of the value in use or fair value less cost to
sell, has been derived from discounted forecast cash flow models. These models use several
key assumptions, including estimates of future sales volumes, and prices, operating costs,
terminal value growth rates and the weighted-average cost of capital (discount rate).

The Group engaged an external expert to assist with the impairment testing.

Our audit procedures included, among others, the following:

- We have involved our internal valuation specialists to assist us in challenging the
methodology used in the impairment assessment and evaluating the appropriateness of key

assumptions applied in the impairment analysis, such as the discount rate and terminal
growth rate.

» We have evaluated whether the management’s external expert has the necessary
competence, capabilities and objectivity for audit purposes.

. We validated the cash flow projections used in the valuation and whether these are
consistent with management’s approved business plan. We have also compared the
estimates of cash flow projections of previous periods with actual corresponding results, to
assess the reasonableness of the cash flow forecasts.

I We evaluated the adequacy of the Group's disclosures concemning goodwill in Note 4 to the
consolidated financial statements, including disclosures of key assumptions, judgements
and sensitivities.
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INDEPENDENT AUDITOR’S 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)

Expected credit losses (ECL) for trade receivables

As at 31 December 2018, trade receivables amounted to KD 42.13 million (2017: KD 41.1
million), representing 19.33% (2017: 19.5%) of total assets of the Group. Effective from 1
January 2018, the Group has applied the simplified approach under IFRS 9: ‘Financial
Instruments’ (“IFRS 9”) to measure ECL on trade receivables, which allows for lifetime ECL
to be recognised from initial recognition of the trade receivables. The Group determines the
ECL on trade receivables by using a provision matrix that is based on historical credit loss
experience, adjusted for forward-looking factors specific to the individual trade receivables and
the economic environment. Due to the significance of trade receivables and the complexity
involved in the ECL calculation, this was considered as a key audit matter.

Our audit procedures included, among others, the following:

i We have assessed the reasonableness of the assumptions used in the ECL calculation by
comparing them with historical data adjusted for current market conditions and forward-
looking information.

- We have also tested the application controls associated with the completeness and accuracy
of the information included in the debtors’ ageing report. Further, in order to evaluate the
appropriateness of management judgements, we verified, on a sample basis, the customers’
historical payment patterns and whether any post year-end payments had been received up
to the date of completing our audit procedures.

I Wealso considered the adequacy of the Group’s disclosures relating to ECL, management’s
assessment of the credit risk and their responses to such risks in Note 7 and 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 allowances 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 2.5 to the é?sililz%}erd&%ﬂ&]
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INDEPENDENT AUDITOR’S 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)

Allowances against inventories (continued)
Our audit procedures included, among others, the following:

- 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 inventory allowance based on the
above key assumptions to assess the mathematical accuracy of the calculation.

- We also considered the adequacy of the Group’s disclosures relating to inventory and
related allowances in Note 8 to the consolidated financial statements.

Other information included in the Group's 2018 Annual Report

Management is responsible for the other information. Other information consists of the
information included in the Group’s 2018 Annual Report, other than the consolidated financial
statements and our auditor’s report thereon. We obtained the report of the Parent Company’s
Board of Directors, prior to the date of our auditor’s report, and we expect to obtain the remaining
sections of the Annual Report after the date of our auditor’s report.

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 auditor’s report, we
conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

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

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

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

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

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

b 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.

b 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.

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

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

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

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

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements (continued)
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 auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company and
the consolidated financial statements, together with the contents of the report of the Parent
Company’s Board of Directors relating 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.1 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 0f 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 2018
that might have had a material effect on the business of the Parent Company or on its financial
position.
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