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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
HOTELS COMPANY K.S.C.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Kuwait Hotels Company K.S.C.P.
(the “Parent Company”) and its subsidiaries (collectively, the “Group™), which comprise the
consolidated statement of financial position as at 31 December 2019, and the consolidated
statement of profit or loss, consolidated statement of comprehensive income, consolidated
stalement 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 201 9. 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 Jor
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Code of Ethics for Professional Accountants
(including International ndependence Standards) (IESBA Code), and we have fulfilled our other
cthical 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
key audit matter below, our description of how our audit addressed the matter is provided in that
context.

We have fulfilled the responsibilities described in the 4 uditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report, mcluding 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 consolidated financial statement

A member firm of Ernst & Young Glohal Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
HOTELS 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 2019, trade receivables amounted to KD 1,606,595 representing 22% of
total assets of the Group.

The Group determines the expected credit losses on trade receivables by using a provision
matrix that is based on historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment. Trade receivables have been grouped
based on shared credit risk characteristics and days past due.

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:

We 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 performed substantive procedures to test, on a sample basis, 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 customer’s historical payment patterns and whether any post year-end
payments had been received up to the date of completing our audit procedures.; and

We also considered the adequacy of the Group’s disclosures relating to the ECL,
management’s assessment of the credit risk and their responses to such risks in Note 23 to
the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
HOTELS COMPANY K.S.C.P. (continued)

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

Other information included in the Group’s 2019 Annual Report

Management is responsible for the other information. Other mformation consists of the
information included in the Group’s 2019 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 the 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
S0.

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

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

Our objectives are 1o 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.

(%)
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
HOTELS COMPANY K.S.C.P. (continu ed)

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
As part of an audit in accordance with [SAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also-

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

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

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

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

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 the 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.

4
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
HOTELS 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)

From the matters communicated with those charged with governance, we determine those maters
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 or 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, or of the Parent Company’s Memorandum of Incorporation and Articles
of Association have occurred during the year ended 31 December 2019 that might have had a
material effect on the business of the Parent Company or on its financial position.

BADER AL ABDULJADER

LICENCE NO. 207-A

EY

AL AIBAN, AL OSAIMI & PARTNERS

5 April 2020
Kuwait



Kuwait Hotels Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2019

2019 2018
Notes KD KD
Revenue from contracts with customers 4 5,534,906 5,906,481
Management fees 767,128 827,630
Total revenue 6,302,034 6,734,111
Cost of revenue 5 (5,297,890) (5,223,591)
GROSS PROFIT 1,004,144 1,510,520
Rental income (net) 6 429,899 338,282
Other income 153,078 137,444
Gain (loss) on disposal of property and equipment 186,752 (67,507}
Administrative expenses {1,423,648) (1,379,215)
Selling and distribution expenses (335,719) {763,244)
Depreciation on right-of-use assets 9 (264,725) -
Share of result of associates (1,390) 4,785
Loss on derecognition of key money 10 (310,300) -
Impairment of key money 10 (242,499) -
Net loss on equity instruments designated at fair value through profit
or loss (32,500)
Write-off of intangible assets 10 (77,251)
Provision for slow moving and obsolete inventories (89.,826) (18,983)
LOSS BEFORE TAX (976,134) (315,169)
Zakat - (4,173)
National Labour Support Tax (NLST) - (10,638)
Income tax on overseas operations (8,902) (34,249)
LOSS FOR THE YEAR (985,036) (364,229)
Attributable to;
Equity holders of the Parent Company (984,132) (363,582)
Non-controlling interests (904) (647)
(985,036) {364,229)
BASIC AND DILUTED LOSS PER SHARE ATTRIBUTABLE TO
EQUITY HOLDERS OF THE PARENT COMPANY 7 (17.44) fils (6.4) fils

The attached notes 1 to 26 form part of this consclidated financial statements.
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Kuwait Hotels Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2019

2019 2018
Kb KD

LOSS FOR THE YEAR (985,036) (364,229)
Other comprehensive income (loss)
Other comprehensive income (loss) that may be reclassified subsequently

fo profit or loss:
Exchange difference on translation of foreign operations 9,631 (2,230)
Net other comprehensive income (loss) that may be reclassified to

profit or loss in subsequent periods 9.631 (2,230)
Other comprehensive loss that will not be reclassified to profit or loss in

subsequent periods:
Net loss on equity instruments designated at fair value through other

comprehensive income {13,290) (43,000)
Net other comprehensive loss that will net be reclassified to profit or

loss in subsequent periods (13,290) (43,000)
Other comprehensive loss for the year (3,659) (45,230)
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (988,695) (409,459)
Attributable to;

Equity holders of the Parent Company (987,791) (408,812)

Non-controlling interests (904) (647)

(988,695) {409,459)

The attached notes 1 to 26 form part of this consolidated financial statements.
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Kuwait Hotels Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2019

2019 2018
Notes KD KD
ASSETS
Non-current assets
Property and equipment 8 3,040,205 3,568,320
Right-of-use asset 9 500,693 -
Intangible assets 10 13,711 1,060,877
Investment in associates 128,056 26,154
Investment securities 11 36,945 50,235
3,719,610 4,705,586
Current assets
Inventories 108,139 254,954
Accounts receivable and prepayments 12 2,089,295 1,878,877
Investment securities 11 38,900 71,400
Cash and cash equivalents 13 1,463,565 976,642
3,699,899 3,181,873
TOTAL ASSETS 7,419,509 7.887.459
EQUITY AND LIABILITIES
Equity
Share capital 14 5,775,000 5,775,000
Statutory reserve 15 716,137 716,137
Voluntary reserve 15 313,431 313,431
Treasury shares 16 (223,952) (223,952)
Fair value reserve (97,112) (83,822)
Foreign currency translation reserve (373,826) (383,457}
Other reserve 17 (513,600) (513,600)
Accumulated losses (1,586,575) (602.443)
Equity attributable to equity holders of the Parent Company 4,009,503 4,997,294
Non-controlling interests 1,671 2,575
Total equity 4,011,174 4,999,869
Non-curreat liabilities
Employees® end of service benefits 18 908,769 790,738
Lease liabilities 9 397,351 -
1,306,120 790,738
Current liabilities
Trade and other payables 19 1,987,882 2,096,852
Lease liabilities 9 114,333 -
2,102,215 2,096,852
Total liabilities 3,408,335 2,887,590
TOTAL EQUITY AND BILITIES 7,419,509 7,887,459

Ahmad YodSef Al-Kandari
Chairman

The attached notes [ to 26 form part of this consolidated financial statements.
8
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Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

2019 2018
Notes KD KD

OPERATING ACTIVITIES
Loss before tax (976,134) (315,169)
Adjustments to reconcile loss for the year to net cash flows:

Depreciation of property and equipmeni 8 449,460 384,970

Depreciation of right-of-use asset 264,725 -

Amortisation of intangible assets 10 1,523 -

{Gain) loss on disposal of items of property and equipment (186,752) 67,507

Loss on write off of intangible assets 10 77,251

Loss on derecognition of key money 10 310,300 -

Provision for employees’ end of service benefits 18 195,797 165,436

Allowance for expected credit losses 12 37,588 .

Provision for obsolete and slow-moving inventories 89,826 18,983

Impairment of key money 10 242,499

Interest income (15,677) (4,004)

Net loss on equity instruments designated at fair value through profit or loss 32,500

Interest expense on lease liabilities 9 49,698

Finance costs 7,058 -

Share of result of associates 1,390 (4,785)

503,801 390,189

Working capital adjustments:

Inventories 56,989 85,953

Accounts receivable and prepayments (248,006) (235,917)

Trade and other payables {117,872) 163,711
Cash flows from operations 194,912 403,936
Employees’ end of service benefits paid 18 (77,766) (252,750)
Net cash flows from operating activities 117,146 151,186
INVESTING ACTIVITIES
Purchase of items of property and equipment g (210,199) (233,359)
Purchase of intangible asset 10 (15,234) -
Proceeds from disposal of items of property and equipment 475,600 53,205
Proceeds from disposal of leasehold rights 314,000 -
Proceeds from disposal of key money 194,078 -
Payment towards purchase of investments in an associate (105,000} -
Interest income received 15,677 4,004
Liquidation of a subsidiary . 32,590
Net cash flows from (used in) investing activities 668,928 (143,560)
FINANCING ACTIVITIES
Finance costs paid (7,058) -
Payment of principal portion of lease liabilities (303,432) .
Net cash flows used in financing activities (310,490) -
NET INCREASE IN CASH AND CASH EQUIVALENTS 475,584 7,626
Net foreign exchange differences 11,339 {986)
Cash and cash equivalents at 1 January 976,642 970,002
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 13 1,463,565 976,642

Non-cash transactions excluded from the consolidated statement of cash flows are as follows:

Impact on recognition of ECL on trade receivables - (272,695)
Capital redemption in an associate - 18,848
Transitional adjustment to lease liabilities on adoption of IFRS 16 1,508,691 -
Transitional adjustment to right-of-use assets on adoption of IFRS 16 (1,508,691)

The attached notes ! to 26 form part of this consolidated financial statements.
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Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

1 CORPORATE AND GROUP INFORMATION

1.1 CORPORATE INFORMATION

The consolidated financial statements of Kuwait Hotels Company K.S.CP. (the “Parent Company™) and its
subsidiaries (collectively, the “Group”) for the year ended 31 December 2019 wers authorised for issue in accordance
with a resolution of the Parent Company’s Board of Directors 5 April 2020 and the shareholders have the power to
amend these consolidated financial statements at the annual general assembly meeting ( AGM).

The Parent Company is a public shareholding company incorporated and domiciled in Kuwait and whose shares are
publicly traded on Boursa Kuwait. The registered office is located at P. O. Box 833, Safat 13009, Kuwait.

The principal activities of the Parent Company is owning, operating and managing hotel, commercial and residential
properties, catering services, importing of consumer durables, machinery and equipment and investment in similar
business in or outside Kuwait.

The shareholders of the Parent Company at the annual general assembly meeting (“AGM™) held on 28 May 2019
approved the consolidated financial statements for the year ended 31 December 2018. No dividends were declared
by the Parent Company.

Information on the Group’s structure is provided below. Information on other related party relationships of the
Group is provided in Note 22.

1.2 GROUP INFORMATION
a) Subsidiaries

The consolidated financial statements of the Group include:

Country of % equity interest
Name incorporation 2019 2018 Principal activities
Directly held
Kuwait Catering Company K.8.C. (Closed) (“KCC™ Kuwait 99.54% 99.54%  Catering services
Safat Catering Services Company K.5.C. (Closed) Catering services and
(“8CC™) Kuwait 99% 99%  manpower supply
Safir International Hotel Management Company E.C. Kingdom of
(“SIHM™) Bahrain 99.9% 99.9%  Hotel management
Safir International Hotel and Resort Management L.L.C  United Arab Hotel contract
(“SIHRM Dubai™) Emirates 100% 100%  management
Safir Support Services Company K.8.C. (Closed)
{(Indivectly held through KCC) Kuwait 99.7% 99.7%  Manpower supply

Pastry and bakery

Ramo Trading Company W.L L. manufacturing and
(ndirectly held through SCC) Kuwait 99.9%, 99.9%  trading
b) Associates
Set out below are the associates of the Group as at 31 December:

Country of % equily interest
Name incorporation 2019 2018 Principal activities

Travel and tourism
Abu Nawas for Tourism and Services Tunisia 50% 50% related services.

Caf Café Company W.L.L. Kuwait 50% - Catering services

1



Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

2.1  BASIS OF PREPARATION

The consolidated financial statements have been prepared on a historical cost basis, except for investment
securities thai have veen measured at fair vaiue.

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

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

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries
as at 31 December 2019. Control is achieved when the Group is exposed, or has rights, to variable returns from its
mvolvement with the investee and has the ability to affect those returns through its power over the investee.
Specilically, the Group controls an investee if and only if the Group has:

Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of
the investee)
Exposure, or rights, to variable returns from its involvement with the investee

» 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 arrangements 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
financial statements from the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income 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. Tf the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, non-controlling interests 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.

12



Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
New and amended standards and interpretations

IFRS 16 Leases

IFRS 16 supersedes 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. The standard sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to recognise most leases on the balance sheet,

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify leases
as either operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 does not have an
impact for leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective method of adoption with the date of initial application
of 1 January 2019. Under this method, the standard is applied retrospectively with the cumulative effect of initially
applying the standard recognised at the date of initial application. The Group elected to use the iransition practical
expedient allowing the standard to be applied only to contracts that were previously identified as leases applying IAS
17 and TFRIC 4 at the date of initial application. The Group also elected to use the recognition exemptions for lease
contracts that, at the commencement date, have a lease term of 12 months or Jess and do not contain a purchase option
(“short-term leases™), and lease contracts for which the underlying asset is of low value (‘low-value assets”).

The adoption IFRS 16 did not have impact on the accurmulated losses as at 1 January 2019.

The effect of adoption IFRS 16 as at | January 2019 on the consolidated statement of financial position 1s, as follows:

KD
Assets
Right-of-use assets 1,508,691
Liabilities
Lease liabilities 1,508,691

The Group has discounted its future lease obligations using its incremental borrowing rate which is determined at 5%
at the reporting date.

a) Nature of the effect of adoption of IFRS 16

Before the adoption of IFRS 16, the Group classified its leases (as lessee) at the inception date as operating lease. In
an operating lease, the leased property was not capitalised and the lease payments were recognised as rent expense in
consolidated statement of profit or loss on a straight-line basis over the lease term. Any prepaid rent and accrued rent
were recognised under other asseis and other liabilities, respectively.

Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for all leases except
for short-term leases and leases of low-value assets. The standard provides specific transition requirements and
practical expedients, which have been applied by the Group.

3 Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease liabilities for those leases previously classified as operating
leases, except for short-term leases and leases of low-value assets. The right-of-use assets were recognised based
on the carrying amount as if the standard had always been applied, apart from the use of incremental borrowing
rate at the date of initial application. Lease liabilities were recognised based on the present value of the remaining
lease payments, discounted using the incremental borrowing rate at the date of initial application.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
23 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)
New and amended standards and interpretations (continued)

I¥FRS 16 Leases (continued)
- Leases previously accounted for as operating leases (continued)

The Group also applied the available practical expedients wherein it:

* Elected to use the transition practical expedient to not reassess whether a contract is or contains a lease as at 1
January 2019. Instead, the Group applied the standard only to contracts that were previously identified as leases
applying IAS 17 and IFRIC 4 as at 1 January 2019;

= Used a single discount rate to a portfolio of lcases with reasonably similar characteristics;

* Relied on its assessment of whether leases are onerous immediately before the date of initial application;

* Applied the short-term leases exemptions to leases with lease term that ends within 12 months at the date of initial
application;

* Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial application;

®* Used hindsight in determining the lease term where the contract contains options to extend or terminate the lease,

Based on the above, as at 1 January 2019:
* Right-of-use assets of KD 1,508,691 were recognised and presented separately in the consolidated statement of

financial position.
* Additional lease liabilities of KD 1,508,691 were recognised and presented separately in the consolidated
statement of financial position.

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as of 31 December
2018, as follows:

KD
Operating lease commitments as at 31 December 2018 1,020,205
Lease payments relating to renewal periods not included in operating lease commitments as at 31
December 2018 733,727
Weighted average incremental borrowing rate as at 1 January 2019 5%
Discounted operating lease commitments and lease liabilities as at 1 January 2019 1,508,691
b) Summary of new accounting policies

Set out below are the new accounting policies of the Group upon adoption of IFRS 16, which have been applied from
the date of initial application:

[ Right-of-use asseis

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use asscts are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any re-measurement of lease liabilities. The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the
end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term. Right-of- use assets are subject to impairment.

3 Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in- substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected 1o be paid under residual value guarantees. The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if the lease
term reflects the Group exercising the option to terminate, The variable lease payments that do not depend on an
index or a rate are recognised as expense in the period on which the event or condition that triggers the payment
oceurs.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued}
2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

New and amended standards and interpretations {continued)

IFRS 16 Leases (continued)

b) Summary of new accounting policies (continue)

Lease ligbilities {continued)
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying
asset.

3 Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of property and equipment (ie.,
those leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase
option). It also applies the lease of low-value assets recognition exemption to leases of office equipment that are
considered of low value (i.e., below KD 1,500 equivalent to USD 5,000). Lease payments on short- term leases and
leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

> Significant judgement in determining the lease term of contracts with renewal OpLions

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate
the lease, if it is reasonably certain not to be exercised.

The Group has the option, under some of its leases to lease the assets for additional terms of three to five years. The
Group applies judgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it
considers all relevant factors that create an economic incentive for it to exercise the renewal. Afier the commencement
date, the Group reassesses the lease term if there is a significant event or change in circumstances that is within its
control and affects its ability to exercise (or not to exercise) the option to renew (e.g., a change in business strategy).

Other amendments to IFRSs which are effective for annual accounting period starting from 1 January 2019 did not
have any material impact on the accounting policies, financial position or performance of the Group.

24 STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Group’s financial statements are listed
below. The Group intends to adopt those standards when they become effective. However, the Group expects no
significant impact from the adoption of the amendments on its financial position or performance.

Amendments to IFRS 3: Definition of a Business

In October 2018, the IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to
help entities determine whether an acquired set of activities and assets is a business or not. They clarify the minimum
requirements for a business, remove the assessment of whether market participants are capable of replacing any
missing elements, add guidance to help entities assess whether an acquired process is substantive, narrow the
definitions of a business and of outputs, and introduce an optional fair value concentration test. New illustrative
examples were provided along with the amendments.

Since the amendments apply prospectively to transactions or other events that occur on or after the date of first
application, the Group will not be affected by these amendments on the date of transition.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
24 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Amendments to IAS 1 and IAS 8: Definition of Material

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ across the
standards and to clarify certain aspects of the definition. The new definition states that, ‘Information is material if
omiiting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.’

The amendments to the definition of material is not expected to have a significant impact on the Group’s
consolidated financial statements.

Additional disclosures will be made in the consolidated financial statements when these standards, revisions and
amendments become effective. The Group, however, expects no material impact from the adoption of the
amendments on its financial position or performance.

25 SIGNIFICANT ACCOUNTING POLICIES

2.5.1 Business combinations and acquisition of non-controlling interests

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as

the aggregate of the consideration transferred, which is measured at acquisition date fair value, and the amount of
any non-controlling interests in the acquiree. For each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifizble
net assets. Acquisition-related costs are expensed as incurred and included in 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.

Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date.
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for
within equity. Contingent consideration classified as an asset or liability that is a financial instrument and within
the scope of IFRS 9 Financial Instruments, is measured at fair value with the changes in fair value recognised in
the profit or loss in accordance with IFRS 9. Other contingent consideration that is not within the scope of IFRS 9
is measured at fair value at each reporting date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests and any previous interest held over the net identifiable assets
acquired and liabilities assumed). If the fair value of the net assets acquired is in excess of the aggregate
consideration transferred, the Group re-assesses whether it has correctly identified all of the assets acquired and
all of the liabilities assumed and reviews the procedures used to measure the amounts to be recognised at the
acquisition date. If the reassessment still results in an excess of the fair value of net assets acquired over the
aggregate consideration transferred, then the gain is recognised in profit or loss.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the operation
when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on
the relative values of the disposed operation and the portion of the cash-generating unit retained.

A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently, it
1s measured at the higher of the amount that would be recognised in accordance with the requirements for
provisions in IAS 37 Provisions, Contingent Liabilities and Contingent Assets or the amount initially recognised
less (when appropriate) cumulative amortisation recognised in accordance with the requirements for revenue
recognition.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.5 SIGNIFICANT ACCOUNTING POLICTES (continued)

252 Investment in associates

An associaie is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not controi or joint control over
those policies.

The Group’s investment in its associate is accounted for using the equity method. Under the equity method, the
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 not tested for impairment scparately,

The consolidated statement of profit or loss reflects the Group’s share of the results of operations of the associate.
Any change in other comprehensive income (OCI) of those investees is presented as part of the Group’s OCL. In
addition, 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 an associate is shown on the face of the consolidated
statement of profit or loss and represents profit or loss after tax and non-controlling interests in the subsidiaries of
the associate.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment
loss on its investment in its associate. At each reporting date, the Group determines whether there is 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 as ‘Share of results of associates’ in the consolidated statement of profit or loss.

Upon loss of significant influence over the associate, the Group measures and recognises any retajned 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 profit or loss.

2.53  Revenue recognition

Revenue from contracts with customers is recognised when control of the goods or services are transferred to the
customer at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services. The Group has concluded that it is the principal in all of its revenue arrangements since it
typically controls the goods or services before transferring them to the customer.

The specific recognition criteria described below must also be met before revenue is recognised.

Sale of goods
Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the

customer, generally on delivery of the equipment. The normal credit term is 30 to 90 days upon delivery.

In determining the transaction price for the sale of goods, the Group considers the effects of variable consideration,
the existence of significant financing components, non-cash consideration and consideration payable to the

customer (if any).

(i} Variable consideration

If the consideration in a contract includes a variable amount, the Group estimates the amount of consideration to
which it will be entitled in exchange for transferring the goods to the customer. The variable consideration is
estimated at contract inception and constrained until it is highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur when the associated uncertainty with the variable
consideration is subsequently resolved, The Group has no contracts with a right of return and volume rebates,
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2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.53 Revenue recognition (continued)

Sale of goods (continued)

(i} Significant financing component

Generally, the Group receives short-term advances from its customers. Using the practical expedient in IFRS 15,
the Group does not adjust the promised amount of consideration for the effects of a significant financing
component if it expects, at contract inception, that the period between the transfer of the promised good to the
customer and when the customer pays for that good will be one year or less. The Group does not receive any long-
term advances from customers.

Management fees

The Group receives fees for providing specific administrative tasks in relation to certain properties under
management. These services include formulating marketing strategy, training programmes, feasibility studies and
managing hotel. These services represent a single performance obligation comprised of a series of distinct daily
services that are substantially the same and have the same pattern of transfer over the contract period. As the
benefit to the customer of the services is transferred evenly over the contract period, these fees are recognised as
revenue evenly over the period, based on time elapsed.

Revenue from rendering of services

Revenue from rendering services is recognised when the performance obligation is satisfied over-time and payment
is generally due upon completion of the services and acceptance of the customer. In some contracts, advances are
required before the service are rendered,

Rental income
The Group earns revenue from acting as a lessor in operating leases which do not transfer substantially all of the risks

and rewards incidental to ownership of the leased property.

Rental income arising from operating leases is accounted for on a straight-line basis over the lease term and is
included in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are recognised as an expense over the lease term on the same basis as
the lease income.

254 Taxes

Kuwait Foundation for the Advancement of Sciences (KFAS)

The contribution to KFAS is calculated at 1% of the profit for the year attributable to the Parent Company in
accordance with the modified calculation based on the Foundation’s Board of Directors’ resolution, which states
that 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.

National Labour Support Tax
NLST is calculated at 2.5% of the profit for the year attributable to the Parent Company in accordance with Law
No. 19 of 2000 and the Ministry of Finance resolutions No. 24 of 2006.

Zakai
Contribution to Zakat is calculated at 1% of the profit for the year attributable to Parent Company in accordance
with the Ministry of Finance resolution No. 58/2007 effective from 10 December 2007.

Taxation on overseas subsidiary
Income tax on overseas subsidiary represents tax for operations in Egypt and is caleulated in accordance with the

applicable tax law of these countries.

Income tax assets and liabilities for the current year are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted
or substantively enacted, by the reporting date in the countries where the Group operates and generates taxable
income.
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25 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5.5 Dividend distribution

The Group recognises a liability to pay a dividend when the distribution is no longer at the discretion of the Group.
As per the Companies Law, a distribution is authorised when it is approved by the sharcholders at the AGM. A
corresponding amount is recognised directly in equity.

Dividends for the year that are approved after the reporting date are disclosed as an event after the reporting date.

2.5.6 Cash and cash equivalents

Cash and cash equivalents in the consolidated statement of financial position comprise cash on hand, non-restricted
cash at banks and short-term deposits that are readily convertible to known amounts of cash and which are subject
to an insignificant risk of changes in value, with original maturities of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash on hand,
non-restricted cash at banks and short-term deposits, as defined above, as they are considered an integral part of
the Group’s cash management.

2.5.7 Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

i) Financial assets

Recognition and initial measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that do
not contain a significant financing component or for which the Group has applied the practical expedient, the Group
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit
or loss, transaction costs. Trade receivables that do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the transaction price.

In order for a financial assct to be classified and measured at amortised cost or fair value through OCI, it needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding,
This assessment is referred to as the SPPI test and is performed at an instrument level. Financial assets with cash
flows that are not SPPI are classified and measured at fair value through profit or loss, irrespective of the business
model.

The Group’s business model for managing financial assets refers to how it manages its financial assets in order to
generate cash {lows. The business model determines whether cash flows will result from collecting contractual cash
flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are held within
a business model with the objective to hold financial assets in order to collect contractual cash flows while financial
assets classified and measured at fair value through OCI are held within a business model with the objective of both
holding to collect contractual cash flows and selling,

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the market place (regular way trades) are recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the asset.

Subseguent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

> Financial assets at amortised cost (debt instruments)
Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments)
Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments)
Financial assets at fair value through profit or loss
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2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)
2,5.7 Financial instruments {continued)

i) Financial assets (continued)

a) Financial assets at amortised cost (debt instruments)
Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified

or impaired.
The Group’s financial assets at amortised cost includes trade and other receivables.

b) Financial assets at fair value through OCI (debt instruments)

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment
losses or reversals are recognised in the statement of profit or loss and computed in the same manner as for financial
assets measured at amortised cost. The remaining fair value changes are recognised in OCIL. Upon derecognition,
the cumulative fair value change recognised in OCI is recycled to profit or loss.

The Group has no debt instruments at fair value through OCI as at the reporting date.

c) Financial assets designated at fair value through OCI {equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity instruments
designated at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other
income in the statement of profit or loss when the right of payment has been established, except when the Group
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are
recorded in OCI. Equity instruments designated at fair value through OCI are not subject to impairment
assessment.

c) Financial assets at fuir value through profit or loss
Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement of profit or loss.

This category includes certain equity investments which the Group had not irrevocably elected to classify at fair
value through OCT. Net gains and losses, including any interest or dividend income, are recognised in the statement
profit or loss.

Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

The rights to receive cash flows from the asset have expired; or

The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b} the Group has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control

of the asset

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership, When it has
neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the
asset, the Group continues to recognise the transferred asset to the extent of its continuing involvement. In that
case, the Group also recognises an associated ljability. The transferred assct and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guaraniee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be

required to repay.
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2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5.7 Financial instruments (continued)

i) Financial assets (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other
credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore,
the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at
cach reporting date. The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment.

i Financial liabilities

Initial recognition and measurement
The Group’s financial liabilities include trade and other payables.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings net of directly
attributable transaction costs.

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

Financial liabilitics at fair value through profit or loss
Financial liabilities at amortised cost

The Group has not designated any financial liability as at fair value through profit or loss and financial liabilities
at amortised cost is more relevant to the Group,

Financial liabilities at amortised cost

Trade and other payables
Trade and other payables are recognised for amounts to be paid in the future for services received, whether billed

by the supplier or not.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

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 the statement of profit or loss.

iii)  Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount presented in the consolidated statement of
financial position when, and only when, the Group currently has a legally enforceable right to set off the amounts and
it intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.
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2.5.8 Treasury shares

Treasury shares consist of the Parent Company’s own issued shares that have been reacquired by the Group and
not yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method, the
weighted average cost of the shares reacquired is charged in equity. When the treasury shares are reissued, gains
are credited to a separate account in equity (the “treasury shares reserve™), which is not distributable. Any realised
losses are charged to the same account to the extent of the credit balance in that account. Any excess losses are
charged to retained eamings then to the voluntary reserve and statutory reserve. Gains realised subsequently on
the sale of treasury shares are first used to offset any previously recorded losses in the order of reserves, retained
carnings and the treasury shares reserve account. No cash dividends are paid on these shares. The issue of bonus
shares inereases the number of treasury shares proportionately and reduces the average cost per share without
affecting the total cost of treasury shares.

2.59 Employees’ end of service benefits

The Group provides end of service benefits to all its employees under the Kuwait Labour Law. 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 expected costs of these benefits are accrued over the period of employment.

Further, with respect to its national employees, the Group also makes contributions to Public Institution for Social
Security calculated as a percentage of the employees’ salaries. The Group’s obligations are limited to these
contributions, which are expensed when due.

2.5.10 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.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that
reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision
due to the passage of time is recognised as a finance cost.

2.5.11 Foreign currencies

The Group’s consolidated financial statements are presented in KD, which is also the Parent Company’s functional
currency. For each entity, the Group determines the functional currency and items included in the financial
statements of each entity are measured using that functional currency. The Group uses the direct method of
consolidation and on disposal of a foreign operation, the gain or loss that is reclassified to profit or loss reflects
the amount that arises from using this method.

Transactions and balances
Transactions in foreign currencies are initially recorded by the Group’s entities at their respective functional
currency spot rates at the date the transaction first qualifies for recognition,

Monetary assets and Jiabilities denominated in foreign currencies are translated at the functional currency spot
rates of exchange at the reporting date. Differences arising on settlement or translation of monetary items are
recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss
arising on translation of non-monetary items measured at fair value is treated in line with the recognition of the
gain or loss on the change in fair value of the item (i.e., translation differences on items whose fair value gain or
loss is recognised in OCI or profit or loss are also recognised in OCI or profit or loss, respectively).

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 the Group initially recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there are muitiple payments or receipts in advance, the Group
determines the transaction date for each payment or receipt of advance consideration,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES {continued)
2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5.11 Foreign currencies (continued)

On consolidation, the assets and liabilities of foreign operations are translated at the rate of exchange prevailing
at the reporting date and their statements of profit or loss are translated at exchange rates prevailing at the dates of
the transactions. The exchange differences arising on translation for consolidation are recognised in OCL On
disposal of a foreign operation, the component of OCI relating to that particular foreign operation is reclassified
to profit or loss,

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign
operation and translated at the spot rate of exchange at the reporting date.

2.4.12 Property and equipment
Property and equipment is stated at cost, net of accumulated depreciation and/or any accumulated impairment

losses, if any.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings 10 to 25 years

Machinery, equipment and furniture 3 to 15 years

Leasehold improvement and decorations 4 to 10 years
¥ Motor vehicles 3 to 8 years

Capital work in progress is stated at cost, net of accumulated impairment losses, if any,

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

An item of property and equipment and any significant part initially recognised is derecognised upon disposal or
when no future 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 catrying amount of the asset)
is included consolidated statement of profit or loss when the asset is derecognised.

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

2.4.13 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.

The useful lives of intangible assets are assessed (o be either finite or indefinite.

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 the end of each reporiing
period. Changes in the expected vseful life or the expected pattern of consumption of future economic benefits
embodied in the asset are considered to modify the amortisation period or method, as appropriate, and are treated
as changes in accounting estimates. The amortisation expense on intangible assets with finite lives is recognised
in the statement of profit or loss in the expense category that is consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the CGU level. The assessment of indefinite life is reviewed annually to determine whether the
indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is made on a
prospective basis.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.4.13 Intangible assets (continued)

An intangibie asset is derecognised upon disposal (i.c., at the date the recipient obtains control) or when no future
econoimic benefits are expected from its use or disposal, Any gain or loss arising upon derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in the statement of profit or loss.

Franchise right is amortised over a period of ten years.

The Group made payments to incumbent tenants to take over operating leases of prime locations. The leases may
be renewed at little or no cost to the Group. As a result, key money is assessed as having an indefinite useful life.
Key money is carried at cost without amortisation but is tested for impairment. Refer to the accounting policy on
impairment of non-financial assets,

2.5.14 Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

¥ Raw materials: purchase cost on weighted average basis

¥ Finished goods: cost of direct materials and labour and & proportion of manufacturing overheads based on the
normal operating capacity, but excluding borrowing costs

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs necessary
to make sale.

2.5.15 Impairment of non-firancial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs of
disposal and its value in use. The recoverable amount is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. 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. For the purpose of impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or
groups of assets (the “cash-generating unit”}.

An impairment loss is recognised whenever the catrying amount of the asset or its cash generating unit exceeds its
estimated recoverable amount. Impairment losses are recognised in profit or loss. An impairment loss is only
reversed to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation, if no impairment loss had been recognised.

2.5.16 Contingencies
Contingent liabilities are not recognised in the consolidated statement of financial position, but are disclosed unless

the possibility of an outflow of resources embodying economic benefits is remote,

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

A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenue and incurs costs. The operating segments are used by the management of the Group to allocate resources
and assess performance. Operating segments exhibiting similar economic characteristics, product and services,
class of customers, distribution methods and nature of regulatory environment where appropriate are aggregated
and reported as reportable segments.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5.18 Current versus non-current classification
The Group presents assets and Iiabilities in the consolidated statement of financial position based on cwrrent/non-

current classification. An asset is current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle

Held primarily for the purpose of trading

Expected to be realised within twelve months after the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current.
A liability is current when:

It is expected to be settled in the normal operating cycle

It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period; or

There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period

The Group classifies all other liabilities as non-current.

2.5.19 Fair value measurement

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 by 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.

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.

All assets and liabilities for which the 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 1 : 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; and

Level 3 ¢ Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable,

For financial instruments quoted in an active market, fair value is determined by reference to quoted market prices.
Bid prices are used for assets and offer prices are used for liabilities.

2.5.19 Fair value measurement
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.5 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5.19 Fair value measurement (continued)
For unquoted financial instruments fair value is determined by reference to the market value of a similar
investment, discounted cash flows, other appropriate valuation models or brokers® quotes.

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 valoe measurement as a whole) at the end of each reporting
period.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the Level of the fair value hierarchy as explained
above.

3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements in conformity with IFRS requires management
to make judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosure of contingent assets and liabilities. Uncertainty
about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of assets or liabilities affected in future periods.

31 Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect in the amounts recognised in the
consolidated financial statements:

Classification of financial assets

The Group determines the classification of financial assets based on the assessment of the business model within
which the assets are held and assessment of whether the contractual terms of the financial asset are solely payments
of principal and interest on the principal amount outstanding, Refer Note 2.5.7 classification of financial assets for

more information.

Revenue from contracts with customers involving sale of goods

When recognising revenue in relation to the sale of goods to customers, the key performance obligation of the
Group is considered to be the point of delivery of the goods to the customer, as this is deemed to be the time that
the customer obtains control of the promised goods and therefore the benefits of unimpeded access.

Determining the lease term of contracts with renewal and termination options — Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered
by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to
terminate the lease, if it is reasonably certain not to be exercised,

The Group has the option, under some of its leases to lease the assets for additional terms. The Group applies
Jjudgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it considers all
relevant factors that create an economic incentive for it to exercise the renewal. After the commencement date, the
Group reassesses the lease term if there is a significant event or change in circumstances that is within its control
and affects its ability to exercise (or not to exercise) the option to renew or to terminate (e.g., a change in business
strategy, construction of significant leasehold improvements or significant customisation to the leased asset).

Going concern

The management has made an assessment of the Group’s ability to continue as a going concern and is satisfied that
it has the resources to continue in business for the foreseeable future. Furthermore, the management is not aware of
any material uncertainties that may cast significant doubt upon the Group’s ability to continue as a going concern.
Therefore, the consolidated financial statements are prepared on a going concern basis,
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3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS {continued)

3.2 Estimates and assuinptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are described below. The Group based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. Existing circumstances and assumptions about
future developments, however, may change due to market changes or circumstances arising beyond the control of
the Group. Such changes are reflected in the assumptions when they occur.

Impairment of associates

Investment in associates are accounted for under the equity method of accounting for associates, whereby these
investments are initially stated at cost, and are adjusted thereafter for the post-acquisition change in the Group's
share of the net assets of the associates less any impairment losses. The Group is required to assess, at each
reporting date, whether there are indications of impairment. Tf such indications exist, the management estimates
the recoverable amount of the associate in order to determine the extent of the impairment loss (if any). The
identification of impairment indicators and determination of the recoverable amounts require management to make
significant judgements, estimates and assumptions,

Impairment of financial assets at amortised cost

The Group assesses on a forward-looking basis the expected credit losses (ECL) associated with its debt
instruments carried at amortised cost. For trade receivables and contract assets, the Group applies a simplified
approach in calculating ECL. Therefore, the Group does not track changes in credit risk, but instead recognises a
loss allowance based on lifetime BECL. at each reporting date. The Group has established a provision matrix that is
based on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment. Actual results may differ from these estimates.

Fair value measurement

Management uses valuation techniques to determine the fair value of financial instruments (where active market
quotes are not available). This involves developing estimates and assumptions consistent with how market
participants would price the instrument. Management bases its assumptions on observable data as far as possible
but this is not always available. In that case, management uses the best information available. Estimated fair values
may vary from the actuai prices that would be achieved in an arm’s length transaction at the reporting date.

Useful lives of depreciable assets

Management reviews its estimate of the useful lives of depreciable assets at each reporting date, based on the
expected utility of the assets. Uncertainties in these estimates relate to technological obsolescence that may change
the utility of certain software and IT equipment.

Impairment of property and equipment and intangible assets

A decline in the value of property and equipment and intangible assets could have a significant effect on the
amounts recognised in the consolidated financial statements. Management assesses the impairment of property
and equipment and intangibles 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 decline in the market value beyond that which would be expected from the passage of time or
normal use;

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 inventories

The provision for impairment of inventorics assessment requires a degree of estimation and judgement. The level
of the provision is assessed by taking into account the recent sales experience, the ageing of inventories, period of
expiry and other factors that affect inventory obsolescence.

Leases - Estimating the incremental borrowing rate

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value
to the right-of-use asset in a similar economic environment, The IBR therefore reflects what the Group ‘would
have to pay’, which requires estimation when no observable rates are available or when they need to be adjusted
to reflect the terms and conditions of the lease. The Group estimates the IBR using observable inputs when
available and is required to make certain entity-specific estimates.
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4 REVENUE FROM CONTRACTS WITH CUSTOMERS

Set out below is the disaggregation of the Group’s revenue from contracts with customers:

Type of goods or service
Revenue from rendering of services
Sale of goods

Geographical markets
Kuwait

Timing of revenue recognition
Goods transferred at a point in time
Services transferred over time

Type of goods or service
Revenue from rendering of services
Sale of goods

Geographical markets
Kuwait

Timing of revenue recognition
Goods transferred at a point in time
Services transferred over time

5 COST OF REVENUE

Material costs

Staff costs

Depreciation expense (Note 8)
Other direct costs

For the year ended 31 December 2019

Catering Bakery products Total
KD KD KD
4,697,948 4,697,948

: 836,958 836,958
4,697,948 836,958 5,534,906
4,697,948 836,958 5,534,906

- 836,958 836,958
4,697,948 - 4,697,948
4,697,948 836,958 5,534,906

For the year ended 31 December 2018

Catering Bakery products Total
KD KD KD
4,461,252 4,461,252

- 1,445,229 1,445229
4,461,252 1,445,229 5,906,481
4,461,252 1,445,229 5,906,481

- 1,445,229 1,445,229
4,461,252 - 4,461,252
4,461,252 1,445,229 5,906,481

2019 2018
Kb KD
1,221,800 1,575,719
3,506,390 3,212,037
166,720 171,933
402,981 263,902
5,297,890 5,223.591
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6 RENTAL INCOME
2019 2018
KD KD
Kental income 920,690 882,440
Rental expenses (258,334) (308,391)
Other property operating expenses (232,457) (235,767)
Net rental income 429,899 338,282

This represents rent derived from a leasehold property in the State of Kuwait, namely Al Dubaiya resort, currently
utilised by the Group based on an agreement with the Ministry of Finance (MOF), which has legally expired on
22 April 2012 and for which the Parent Company applied for an extension and no final decision is reached by
MOF at the authorisation date of these consolidated financial statements. Management believes that the Group is
substantially exposed to all the risk and rewards associated with the ownership of the right. Accordingly, rent
income derived from the leasehold property is recognised in the consolidated statement of profit or loss.

7 LOSS PER SHARE

Basic loss per share amounts are calculated by dividing the loss for the year attributable to ordinary equity holders
of the Parent Company by the weighted average number of ordinary shares outstanding during the year. Diluted
EPS is calculated by dividing the loss attributable to ordinary equity holders of the Parent Company by the
weighted average number of ordinary shares outstanding during the year plus the weighted average number of
ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into ordinary shares.
As there are no dilutive instruments outstanding, basic and diluted loss per share are identical.

2019 2018
Loss for the year attributable to equity holders of the Parent Company (KD) (984,132) (363,582)
Weighted average number of shares outstanding {shares) * 56,433,300 | 5 6,433,3_00
Basic and diluted loss per share (fils) (17.44) - (7_4)

* The weighted average number of shares takes into account the weighted average effect of changes in treasury shares during the year.

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting
date and the date of authorisation of these consolidated financial statements,

29



0¢

0Z£°896°¢ Sl 089601 LBOLET £60°09F SOI°86L°T 8107 12quIada( 11V
SOTOF0'E 066°LL DIZ'c91 806°STE 160°€Lb T 6107 Jquiade( I¢ 1V
..05@5 Moo.n_ BZ
S60°CSTF LSTPTY CTISHL 360°7€9°1 LI9°ESE°T 6107 129quasa( £ 1V
(ZE0's19°9) - (898°105) (8L£°687) (£20°06¢°5) (£9L°297) syesodsiy
09t 601 - 868°78 £6b LS T09°9%1 89791 Teak o) 10y 38Ieyo uoneroardoq
L99°05E°01 LTTEHS 800°ELE 0TS CLOL T16°85H T 6107 Axenuef T 1y
(F6L9€T) (991°1) (P1$°LT) brregin - sTesodsi(
0L6 F8E E 12409 Sti‘op TEPHOT TLE'ELT 1824 a1 10§ 981eYo uonEraIdo
T6+°201°01 TLEE8L LLEPPE T0Z'680°L V6 FST'1 8107 Arenuey [ 1y
rmonerada(g
00£°S61°L - £6Z°70¢ £CE'806 9008561 80L°9T8°¢ 610T Toquad( 1€y
(988°c£6°9) (rS8°sLp) (991°697) (L55°851°6) (60£°0¢H) s[esodsi(y
(s5¢°¢9) : - $SE'eo - SIgJSUR1]
661°01Z . 00Z°sT YOV LY S68°LT1 - SUOHIPPY
L86°8I6CT $6E'co LO6'TS6 S60°0IT T 19°6£¢ L LIOTLST Y 8107 quIana(] [£ 1V
(905°L5T) - (08+°g) (929'86) (pse0sT) s[esodsiq
66€°CET $GEEY SLI' 891°96 19¢°¢9 00E'T SUOTUPPY
2N XA TITTSE £09°CIT°] 09 TTY L LILSST'Y 8107 Arenue |1y
g
ay ay ay ay ay ay
oy ssadgod $2]o1Y3A AOIOP SUONBIODP aunpiunf pupy proyasvay
UJ YoM jondny puv spptdccadur  pup juswdinba Ho Suippng
pioyasvay ‘Wdorryovpy
INAWAINOA ANV ALIAJONd 8

610T 12qUIada(T T¢ Papus 1eak atp 10J pu I8 sy
SINFWHLVLS TVIONVNIE QHLVAITOSNOD FHL OL SHLON
SOLIBIPISQNS S11 pUe 'J")"S™Y Aueduo)) S[oI0[ JTemny




Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

8 PROPERTY AND EQUIPMENT (continued)

The depreciation included in the consolidated statement of profit or loss is allocated as follows:

2019 2018
XD KD
Cost of sales 166,720 171,933
Administrative and selling expenses 282,740 213,037
449,460 384,970

Fair value disclosure of building on leasehold land

The Group complies with the real estate valuation procedures set out in Module 11 “Dealing in Securities™ of the
CMA Executive Bylaws, which require valuations of local real estate propetties classified as plant, property and
equipment to be determined by at least two independent, registered and accredited real estate appraised provided
that one of them is a local bank and that the lower value is taken into account.

The fair value of the building on leasehold land as at 31 December 2019 is determined based on valuations carried
out by the respective appraisers using the market comparison approach amounted to KD 2,461,000,

Significant increases (decreases) in estimated price per square metre in isolation would result in a significantly
higher (lower) fair value on a linear basis.

9 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES
The Group has lease contracts for various locations and outlets used in its operations. I .gases of locations generally
have lease terms between five to ten years. The Group’s obligations under its leases are secured by the lessor’s

title to the leased assets. Generally, the Group is restricted from assigning and subleasing the leased assets.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the vear:

2¢19
KD

Asat [ January 1,508,691
Depreciation expense {264,725)
Disposals (743,273)
As at 31 December 500,693
Set out below are the carrying amounts of lease liabilities and the movements during the year:

2019

KD
As at 1 January 1,508,691
Accretion of interest 49,698
Disposals (743,273)
Payments (303,432)
As at 31 December 511,684
Non-current 397,351
Current 114,333

511,684

The maturity analysis of lease liabilities are disclosed in Note 23.2.
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9 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES (continued)

The following are the amounts recognised in consolidated statement of profit or loss:

2019
KD

Depreciation expense of right-of-use assets 264,725
Interest expense on lease liabilities 49,698
Expense relating to short-term leases (included in selling and distribution expenses) 32,020
Total amount recognised in consolidated statement of profit or loss 346,443
10 INTANGIBLE ASSETS

Land lease

rights from Franchise

government rights Key money Total

KD KD KD KD

Cost:
At 1 January 2018 314,000 - 999,808 1,313,808
Write-off - - (77,251) (77,251)
At 31 December 2018 314,000 - 922,557 1,236,557
Additions 15,234 - 15,234
Disposals (314,000} - (504,378) (B18,378)
At 31 December 2019 - 15,234 418,179 433,513
Amortisation and impairment:
At 1 January 2018 and 31 December 2018 - - 175,680 175,680
Amortisation 1,523 - 1,523
Impairment - - 242 499 242,499
At 31 December 2019 - 1,523 418,179 419,702
Net book value:
At 31 December 2019 - 13,711 13,711
At 31 December 2018 314,000 - 746,877 1,060,877
Key money

Key money represents the difference between current rents and fair market rent for a similar property without the
restrictions, plus an additional premium paid to incumbent tenants to obtain the site ahead of a competitor. The
Group has rights to renew the lease in the future and expects to be able to recover at least the original investment
from the tenant who takes over the lease when it moves out, The leases may be renewed at little or no cost to the
Group. As a result, key money is assessed as having an indefinite useful life.

In 2019, the Group vacated certain locations for which key money previously paid is carried at KD 504,378 for
which, a total consideration of KD 194,078 was received from the new tenants. Accordingly, a loss of KD 310,300
was recognised upon derecognition for the year then ended.

The Group performed its annual impairment test in December 2019 and considered the relationship between
decreased demands on its locations and the book value, among other factors, when assessing impairment. Based
on management’s assessment, an impairment loss of KD 242,499 is recorded and presented separately in the
consolidated statement of profit or loss for the year then ended.
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11 INVESTMENT SECURITIES

2019
KD
Financial assets at fair value through other comprehensive income:
Unquoted equity securities 36,945
Financial assets at fair value profit or loss:
Unquoted equity securities 38,900
75,845

2018
KD

50,235

71,400

121,635

The hierarchy for determining and disclosing the fair values of financial instruments by valvation techniques is

presented in Note 24,
12 ACCOUNTS RECEIVABLE AND PREPAYMENTS

2019
KD

Trade receivables 2,619,694
Less: Allowance for expected credit losses (1,013,099)

1,606,595
Prepayments and other receivables 482,700

2,089,295

2018
KD

2,309,783
{976,661)

1,333,122
545,755

1,878,877

The net carrying value of trade receivables is considered a reasonable approximation of fair value.

Note 23.1 includes disclosures relating to the credit risk exposures and on analysis relating to the allowance for
expected credit losses on the Group’s trade receivables. Other classes within accounts receivable do not contain

impaired assets.

The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivables mentioned

above.

Set out below is the movement in the allowance for expected credit losses of trade receivables:

2019 2018

Kb KD
At 1 January 976,661 719,025
Opening loss allowance as at 1 January 2018 - calculated under IFRS 9 - 272,695
Restated opening balance under IFRS 9 976,661 991,720
Allowance for expected credit losses recognised in profit or loss 37,588
Write-offs (1,150) (15,059)
At 31 December 1,013,099 976,661
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13 CASH AND CASH EQUIVALENTS

2019 2018
KD KD
Cash at banks and on hand 659,312 726,642
Short-term deposits maturing within three months 804,253 250,000
1,463,565 976,642

Short-term deposits are made for varying periods between one day and three months, depending on the immediate
cash requirements of the Group, and earn interest at an average effective interest rate of 2.625% to 2.875 % (2018:
2.625%) per annum.

i4 SHARE CAPITAL

Number of shares Authorised, issued and fully paid
2019 2018 2019 2018
Kb KD
Shares of 100 fils each (paid in cash) 57,750,000 57,750,000 5,775,000 5,775,000

15 RESERVES

Statutory reserve

In accordance with the Companies’ Law, and the Parent Company’s Memorandum of Incorporation and Articles
of Association, a minimum of 10% of the profit for the year before tax and board of directors’ remuneration shall
be transferred to the statutory reserve based on the recommendation of the Parent Company’s board of directors.
The annual general assembly of the Parent Company may resolve to discontinue such transfer when the reserve
exceeds 50% of the issued share capital. The reserve may only be used to offsct losses or enable the payment of
a dividend up to 5% of paid-up share capital in years when profit is not sufficient for the payment of such dividend
due to absence of distributable reserves. Any amounts deducted from the reserve shall be refunded when the profits
in the following years suffice, unless such reserve exceeds 50% of the issued share capital.

Voluntary reserve

In accordance with the Companies’ Law, and the Parent Company’s Memorandum of Incorporation and Articles
of Association, a maximum of 10% of the profit for the year before tax and board of directors’ remuneration is
required to be transferred to the voluntary reserve. Such annual transfers may be discontinued by a resolution of
the shareholders’ general assembly upon a recommendation by the Board of Directors. There are no restrictions
on the distribution of this reserve.

16 TREASURY SHARES

2019 2018

KD KD
Number of shares 1,316,700 1,316,700
Percentage of issued shares 2.33% 2.33%
Cost (KD) 223,952 223,952
Market value (KD) 131,670 171,171

Reserves equivalent to the cost of the treasury shares held are not available for distribution during the holding
period of such shares as per CMA guidelines.

17 OTHER RESERVE

Other reserve represents the effect of changes in ownership interests in subsidiaries without loss of control,
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18 EMPLOYEES’ END OF SERVICE BENEFITS

Set out below is the movement in the provision for employees’ end of service benefits:

2019 2018
KD KD
At 1 January 790,738 878,052
Charge for the year 195,797 165,436
Payments (77,766) (252,750)
At 31 December 908,769 790,738
19 TRADE AND OTHER PAYABLES
2019 2018
KD KD
Trade payables 606,732 747,981
Unearned revenue 522,482 514,060
Accruals and other liabilities 858,008 834,811
1,987,882 2,096,852

Terms and conditions of the above financia] liabilities are:

Trade payables are non-interest bearing and are normally settled on 60-day terms.
Other payables are non-interest bearing and have average term of six months

For explanation on the Group’s liquidity risk management process, refer to Note 23.2

20 SEGMENT INFORMATION

For management purposes, the Group is organised into three main business segments based on internal reporting

provided to the chief operating decision maker:

Hotel Management: Owning, operating and managing of hotels

Catering and manpower supply services: Providing catering and manpower supply services to

governmental and non-governmental institutions.

Information technology services: Information technology administrative support

Management monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on return on

investments.
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Kuwait Hotels Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2019

21 CONTINGENCIES

At the reporting date, the Group has provided bank guarantees to its customers for the performance for certain
contracts of KD 1,832,764 (2018: KD 1,486,539). No material liability is expected to arise.

22 RELATED PARTY DISCLOSURES

Related parties represent associates, major shareholders, directors and key management personnel of the Group and
entities controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of these
transactions are approved by the Parent Company’s management.

Transactions with related parties included in the consolidated statement of profit or loss are as follows:

Muajor Other
shareholder affiliates 2019 2018
KD KD KD KD
Management fees 225,333 30,820 256,153 362,472
Cost of sales (105,600) - {105,600) {91,865)
Administrative expenses - (82,415) (82,415) (86,993)

Investment in equity securities amounting to KD 88,900 (2018: KD 88,900) are managed by a related party.

Key management compensation
Key management personnei comprise of the Board of Directors and key member of the management having authority

and responsibility for planning, directing and controlling the activities of the Group. The aggregate value of
transactions and outstanding balances relating to key management personnel were as follows:

Transaction values for the Balance outstanding as at
year ended 31 December 31 December
2019 2018 2019 2018
KD KD KD KD
Salaries and short-terim employee benefits 224,989 189,456 40,999 36,256
End of services benefits 19,830 18,216 212,070 190,330
244,819 207,672 253,069 226,586

The Board of Directors of the Parent Company has not proposed a directors’ remuneration for the year ended
31 December 2019 (2018: Nil). This proposal is subject to the approval of the shareholders at the AGM of the Parent

Company.
13 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk is inherent in the Group’s activities, but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is critical
to the Group’s continuing profitability and each individual within the Group is accountable for the risk exposures
relating to his or her responsibilities. The Group is exposed to credit risk, liquidity risk and market risk which is
further sub-divided into interest rate risk, foreign currency risk and equity price risk. The Group’s policy is to
monitor those business risks through the Group’s strategic planning process.

The Group’s principal financial liabilities comprise of accounts payable and accruals. The main purpose of these
financial liabilities is to raise finance for the Group’s operations. The Group has various financial assets such as
accounts receivable and cash and cash equivalents which are directly from its operations.

The management of the Parent Company is ultimately responsible for the overall risk management approach and
for approving the risk strategy. The management reviews and agrees policies for managing each of these risks
which are summarised below:
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23 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES
{continued)

23.1 Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is exposed to credit risk from its operating activities primarily trade
and other receivables, and from its financing activities, incliding deposits with banks,

The maximum exposure to credit risk at the reporting date is the carrying value of each class of financial assets as
follows:

2019 2018
KD KD
Balances with banks and short-term deposits 1,462,202 975,452
Accounts receivable 1,606,595 1,333,122
3,068,797 2,308,574

Collateral and other credit enhancements
The Group does not have any collateral or other credit enhancements against any of the financial assets at
31 December 2019 and 31 December 2018.

Concentration of maximum exposure to credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate
the relative sensitivity of the Group’s performance to developments affecting a particular industry or geographic
location. The Group’s concentration of credit risk pertains to receivable balances from the Group’s 5 largest
customers which account for 44% as at 31 December 2019 (2018: 63%) of outstanding trade receivables at the
reporting date.

Balances with banks and short-term deposits

Credit risk from balances with banks and financial institutions is limited because the counterparties are reputable
financial institutions with appropriate credit-ratings assigned by international credit-rating agencies. Further, the
principal amounts of deposits in local banks (including saving accounts and current accounts) are guaranteed by
the Central Bank of Kuwait in accordance with Law No. 30 of 2008 Concerning Guarantee of Deposits at Local
Banks in the State of Kuwait which came into effect on 3 November 2008,

Impairment on cash and short-term deposits has been measured on a 12-month expected loss basis and reflects
the short maturities of the exposures. The Group considers that its cash and short-term deposits have low credit
risk based on the external credit ratings of the counterparties.

Trade receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.
However, management also considers the factors that may influence the credit risk of its customer base, including
the default risk associated with the industry and country in which customers operate. The Group limits its exposure
to credit risk from accounts receivables by establishing a maximum payment period of three months for individual
and corporate customers respectively.

Majority of the Group’s customers have been transacting with the Group for over three years, and none of these
customers’ balances have been written off or are credit-impaired at the reporting date. In monitoring customer
credit risk, customers are grouped according to their credit characteristics, including whether they are an
individual or a legal entity, whether they are a corporate or government entities, trading history with the Group
and existence of previous financial difficulties.

At 31 December 2019, the Group had two customers (2018: four) that owed it more than KD 50,000 each and
accounted for approximately 9% (2018: 18%) of all the receivables outstanding. There were three customers
(2018: three customers) with balances greater than KD 100,000 accounting for just over 52% (2018: 47%) of the
total amounts of receivabie.
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23 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

23.1 Credit risk (continued)

Trade receivables (continued)

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit
losses, The provision rates are based on days past due for groupings of various customer segments with similar
loss patterns. The calculation reflects the probability-weighted outcome, the time value of money and reasonable
and supportable information that is available at the reporting date about past events, current conditions and
forecasts of future economic conditions. Generally, trade receivables are written-off if past due for more than one
year and are not subject to enforcement activity. The maximum exposure to credit risk at the reporting date is the
carrying value of each class of financial assets disclosed below. The Group does not hold collateral as security.

Set out below is the information about the credit risk exposure on the Group’s trade receivables using a provision
matrix:

Days past due
Current <90 days 91-180 days  >180 days Total
31 December 2019 KD KD KD KD KD
Expected credit loss rate - 10.97% 27.30% 80.99% 38.74%
Total gross carrying amount at
default 972,854 424,371 43837 1,178,632 2,619,694
Expected credit loss - 46,554 11,968 954,577 1,013,099
Days past due
Current <90days  91-180days  >180 days Total
31 December 2018 KD KD KD KD KD
Expected credit loss rate - 8.76% 65% 62% 42.62%
Total gross carrying amount at
default 707,696 315,263 269,589 1,017,235 2,309,783
Expected credit loss - 14,544 108,205 853,912 976,661

23.2 Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated
with financial instruments. To manage this risk, the Group periodically assesses the {inancial viability of
customers and invests in bank deposits that are readily realisable. The maturity profile is monitored by
management to ensure adequate liquidity is maintained.

The Group limits its liquidity risk by ensuring bank facilities are available. The Group’s terms of sales require
amounts to be paid within 30 days of the date of sale. Trade payables are normally settled within 60 days of the
date of purchase,
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23 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

23.2 Liquidity risk (continued)
The table below summarises the maturity profile of the Group’s financial liabilities based on contractual
undiscounted payments:

Less than 3 More than
months 3 — 12 months I year Total

31 December 2019 KD KD KD KD
Lease liabilities 33,831 101,493 451,068 586,392
Trade and other payables* 606,732 858,668 - 1,465,400
Total liabilities 640,563 960,161 451,068 2,051,792
31 December 2018

Trade and other payables* 633,157 949,635 - 1,582,792
Total liabilities 633,157 049,635 - 1,582,792

* excluding uneamed revenue

233 Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in market prices. Market prices comprise of interest rate risk, foreign currency risk, and equity price risk.

23.3.1 Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because

of changes in market interest rates.

Financial instruments, which potentially subject the Fund to interest rate risk, consist principally of cash and short-
term deposits. The Group’s terms deposits are short-term in nature and yield interest at commercial rates.
Therefore, the Group believes there is minimal risk of significant losses due to interest rate fluctuations.

As at the reporting date, the Group does not hold interest bearing liabilities.

23.3.2 TForeign currency risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in foreign exchange rates. The Group is no significant foreign currency denominated net
assets, and is therefore not exposed to foreign currency risk.

23.3.3 Equity price risk
The Group’s equity investments are susceptible to market price risk arising from uncertainties about firture values

of the investment securities.

The Group holds strategic equity investments in private entities, which complement the Group's operations.
Management believes that the exposure to market price risk from this activity is acceptable in the Group's
circumstances.

At the reporting date, the exposure to unquoted equity securities at fair value was KD 75,845. Sensitivity analyses
of these investments have been provided in Note 24
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24 FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a Hability in orderly
transactions between market participants at the measurement date.

Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the fair values of its assets and liabilities
by valuation technique:

Level 1: 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; and

Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable.

The management assessed that the fair values of cash and short-term deposits, trade receivables, trade payables
and other current liabilities approximate their carrying amounts as these are either of short-term maturity (no
longer than twelve months) or re-priced immediately based on market movement in interest rates. For amounts
due from (to) related parties that have no specified repayment dates and that are receivable (payable) on demand,
management assessed that the fair value is not less than their face value.

The Group’s financial assets measured at fair value represent unquoted equity investments classified as Level 3.

Valuation techniques

The Group invests in private equity companies that are not quoted in an active market. Transactions in such
investments do not occur on a regular basis. The Group uses a market-based valuation technique for these
positions. The Group’s investment manager determines comparable public companies (peers) based on industry,
size, leverage and strategy, and calculates an appropriate trading multiple for each comparable company
identified. The multiple is then discounted for considerations such as illiquidity and size differences between the
comparable companies based on Company specific facts and circumstances.

Reconciliation of Level 3 fair values
The following table shows a reconciliation of all movements in the fair value of items categorised within Level 3
between the beginning and the end of the reporting period:

Non-listed equity investmentis

Financial Financial
assets at assets at
2019 Fyocr FVTPL Total
KD KD KD
Asat 1 January 50,235 71,460 121,635
Remeasurement recognised (13,290) (32,500} (45,798)
As at 31 December 36,945 38,900 75,845
2018
As at 1 January 93,235 71,400 164,635
Remeasurement recognised in OCI (43,000) - (43,000
As at 31 December 50,235 71,400 121,635

Description of significant unobservable inputs to valuation and sensitivity analysis to significant changes
in unobservable inputs within Level 3 hierarchy

The significant unobservable inputs used in the fair value measurements categorised within Level 3 of the fair
value hierarchy include discount for lack of marketability (DLOM) that the Group has determined that market
participants would take into account when pricing the investments. The Group has also performed a sensitivity
analysis by varying these inputs by 5%. Based on such analysis, no significant changes in fair values were noted.
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25 CAPITAL MANAGEMENT

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

The Group manages iis capital structure and makes adjustments to it, in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return
capital to shareholder or issue new shares. No changes were made in the objectives, policies or processes during
the years ended 31 December 2019 and 2018. Capital represents equity attributable to equity holders of the Parent
Company and is measured at KD 4,009,503 as at 31 December 2019 (2018: KD 4,997,294),

26 SUBSEQUENT EVENT

Subsequent to the reporting date, the coronavirus {COVID-19) outbreak has resulted in significant drop in demand
for goods and services and supply chain disruptions. There is also high volatility in the financial markets
worldwide. The existing and anticipated effects of the outbreak of COVID-19 on the global economy and financial
markets is expected to continue to evolve. The scale and duration of these developments remain uncertain at this
stage but could negatively impact the Group’s financial performance, cash flows and financial position. Given the
ongoing economic uncertainty, a reliable estimate of the impact cannot be made at the date of authorisation of
these consolidated financial statements
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