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Subject: Annual Consolidated Financial Statements for the
Year Ended at 31/12/2016 For Al Mazaya Holding Co.

g ) b (38 e (19395 coMel § gua pal 15 L3N

oSl Ay 3 g s Amasal) AL UL Lol -

anall Ml ol gy -

,¢4_=.dl daall oy -

2016/12/31 b Hugial ALl Lol G acn ol Tal) iyl S gm ibisal) oy 5 -

In reference to the above subject, kindly find attached as follow:
- Annual Consolidated Financial Statements disclosures according to Boursa Kuwait

templates.
- Consolidated statement of financial position.
- Consolidated statement of income.
- Independent Auditors’ Report on the Annual Consolidated Financial Statements for the

year ended at 31/12/2016.
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Annual Financial Staternents form for Kuwaiti companies
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AL Mazaya Holding Co.
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The increase in the net profit is mainly due to the followings:
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Al Mazaya Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2016

ASSETS

Non-current assets

Goodwill

Property and equipment

Investment properties

Investment in joint venture and associate
Financial assets available-for-sale
Advances for purchase of properties

Current assets

Properties held for trading

Accounts receivable and other debit balances
Cash and bank balances

Total assets

EQUITY AND LIABILITIES

Equity

Share capital

Share premium

Statutory reserve

Voluntary reserve

Fair value reserve

Treasury shares

Employee stock option plan

Other reserves

Foreign currency translation reserve
Retained earnings

Equity atiributable to equity holders of the Parent Company
Non-controlling interests

Total equity

Linbilities

Non-current liabilities
Employees’ end of service benefits
Tawarruq and ijara payable

Term Loans

Current liabilities

Tawarrug and ijara payable

Term Loans

Advances from customers

Accounts payable and other credit balances

Total liabilities

TOTAL EQUITY AND LIABILY
ropg=
7

Rasheed Y. Al Nafisi
Chairman

The attached notes 1 to 32 form part of these consolidated financial information.

Notes

10,11
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14
15

16
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17
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24
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20

19
20
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2016 2015
KD KD
2,266,732 2,266,732
595,221 665,393
129,286,975 115,006,585
9,352,843 12,174,873
9,126,960 11,121,542
7,495,086 16,157,047
158,123,817 157,392,172
69,036,258 71,653,133
17,438,418 10,023,184
10,185,452 11,673,198
96,660,128 93,649,515
254,783,945 251,041,687
68,427,296 68,827,896
21,655,393 21,655,393
13,195,539 12,123,874
10,260,619 9,188,954
549,283 465,563
(21,310,897 (21,788,181)
360,360 268,693
845,160 845,160
364,977 636,832
15,388,358 11,922,391
110,136,688 104,146,575
9,471,589 7,307,768
119,608,277 111,454,343
873,797 734,210
66,522,971 71,986,902
7471129 i
74,867,897 72,721,112
10,319,641 8,379,544
2,322,458 -
27,789,257 42,586,452
19,876,415 15,900,236
60,307,771 66,866,232
135,175,668 139,587,344
254,783,945 251,041,687

Ibrahim A. Al Sogabi
Chief Executivé Officer
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Al Mazaya Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2016

2016 2015
Notes KD KD
Revenue from sale of properties held for trading 47,814,320 53,265,302
Rental income 7,112,362 6,174,227
Net management fees and commission income 22 245,543 378,830
REVENUE 55,172,225 59,818,359
Cost of sale of properties held for trading (39,741,345) (42,375,649)
Cost of rental (1,444,129) (1,300,616)
COST OF REVENUE (41,185,474) (43,676,265)
GROSS PROFIT 13,986,751 16,142,094
Net change in fair value of investment properties 9 (965,641) 817,386
Loss on disposal of investment propetties (303,633) (12,293)
Net gain from business combination 6 2,425,221 -
Share of results from joint venture and associate 10,11 1,055,072 128,125
Net gain on sale of a subsidiary 32 1,184,979 .
Gain on disposal of joint venture and an associate - 883,165
(Provision for) write back of impairment loss on properties held for trading 13 (296,282) 1,411,010
General and administrative expenses (4,634,002) 4,274,123)
Net investment income 23 741,826 11,413
Other income (expenses) 25 2,422,863 (1,641,567)
Finance costs (4,062,517) (3,450,440)
Foreign exchange gain 230,680 6,540
Profit for the year before contribution for Board of Directors’
remuneration, Kuwait Foundation for Advancement of Sciences
(“KFAS”), National Labour Support Tax (“NLST”) and Zakat 11,785,317 10,021,310
Board of Directors’ remuneration 16 (185,000) (160,000}
KFAS (70,713) (88,583)
Zakat (48,192) (63,326)
NLST (159,507) (241,518)
PROFIT FOR THE YEAR 11,321,905 9,467,883
Attributable to:
Equity holders of the Parent Company 10,253,235 9,319,104
Non-controlling interests 1,068,670 148,779
11,321,905 9,467,883
BASIC EARNING PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF
THE PARENT COMPANY 7 16.51 fils 15.04 fils
DILUTED EARNING PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS
OF THE PARENT COMPANY 7 16.39 fils 15.04 fils

The attached notes 1 to 32 form part of these consolidated financial information.

9



: BAKER TILLY
Building a better KU WA ] T

working world

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

Report on the Audit of Consolidated financial Statements

Opinion

We have audited the consolidated financial statements of the Al Mazaya Holding 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 2016, and the related
consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including the summary of significant
accounting policies.

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

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our

responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report. We are independent of the Group
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) and we have fulfilled our other ethical responsibilities in
accordance with the /ESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide & basis for our opinion.

Key Audit Matters

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

We identified the following key audit matters:
a) Valuation and impairment of investment securities
Investment securities primarily consist of available for sale investments. These instruments are

measured at fair value with the corresponding fair value change recognised in other
comprehensive income. The valuation is performed by the Group using a fair value hierarchy.



BAKER TILLY
Building a better KU WAI T

working world

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

Report on the Audit of Consolidated financial Statements (continued)

Key Audit Matters (continued)

a) Valuation and impairment of investment securities (continued)

The valuation of investment securities is inherently subjective, most predominantly for the
instruments classified under level 3 as these are valued using inputs other than quoted prices in
an active market. Key inputs used in the valuation of individual level 3 investments are expected
cash flows, risk free rates and credit spreads. In addition, the Group determines whether objective
evidence of impairment exists for individual investments, whether it represents a significant or
prolonged decline. In these cases, the difference between carrying value and fair value is
transferred from other comprehensive income to the consolidated statement of income. Given
the inherent subjectivity in the valuation of the investment securities classified under level 3, we
determined this to be a key audit matter.

Our audit procedures comprised, amongst others, assessment of the methodology and the
appropriateness of the valuation models and inputs used for valuation of financial assets
available for sale. As part of these audit procedures we assessed the accuracy of key inputs
used in the valuation such as the expected cash flows, risk free rates and credit spreads by
benchmarking them with external data. We also evaluated the Group's assessment whether
objective evidence of impairment exists for individual investments, whether it represents
significant or prolonged decline. Finally, we assessed the appropriateness of disclosures
relating to investment securities, as shown in Note 12 of the consolidated financial statements.

b) Valuation of investment properties

Investment properties of the Group represent a significant part of the total assets and is carried
at fair value as at 31 December 2016.

The management is determining the fair value of its investment properties and uses external
appraisers to support the valuation. The valuation of the investment properties at fair value is
highly dependent on estimates and assumptions such as rental value, occupancy rates,
discount rates, financial stability of tenants, market knowledge and historical transactions.
Further, the disclosures relating to the assumptions are relevant, given the estimation
uncertainty and sensitivity of the valuations. Given the size and complexity of the valuation
of investment properttes and the importance of the disclosures relating to the assumptions
used in the valuation, we considered this as a key audit matter.

We have evaluated the assumptions and estimates made by the management and the external
appraisers in the valuation to assess the appropriateness of the data supporting the fair value.
Our real estate specialists were part of our audit team for evaluating the external valuation,
including the assumptions and estimates used. Amongst others, we have considered the
objectivity, independence and expertise of the external appraisers. Furthermore, we assessed
the appropriateness of the disclosures relating to the sensitivity of the assumptions as shown
in Note 9 of the consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
AL MAZAYA HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated financial Statements (continued)
Key Audit Matters (continued)
¢) Properties held for trading

Properties held for trading represent a significant part of total assets and is carried at the lower
of cost or net realisable value, which requires management’s judgement in determining the
appropriate costing basis and provision for write down of properties held for trading since they
are based on forecast of estimated selling price less costs to sell and assessing whether the
provision is adequate. Given the size and complexity of the valuation of properties held for
trading, we addressed this as a key audit matter.

We have tested a sample of properties held for trading to assess the cost basis and challenged
the estimates made by management by assessing whether the estimates regarding sales
forecasts and sales prices are based on the existing contracts and whether these are in line with
historical revenues to date. Further, we have assessed the determination of the net realisable
value by verifying recent sales transactions and the related costs necessary to make the sale,
Further, we compared the properties held for trading provision to the Group's policy and
evaluated management's judgement on the adequacy of this by performing a review of the
overall level of provisions on an aggregate as well as understanding the levels of demand for
properties. Finally. we assessed the appropriateness of disclosures relating to properties held
for trading, as shown in Note 14 of the consolidated financial statements.

d} Acquisition of a subsidiary

During the year ended 31 December 2016, The Parent Company has acquired an additional
50% equity interest mn its existing joint venture i.e. Ritim Istanbul (“Ritim”) — an entity
incorporated in Turkey.

The Group completed the purchase price allocation (in which identifiable assets and liabilities
assumed were recognised at fair value) including the Group’s previously held equity interest,
The fair value of the identifiable assets acquired and liabilities assumed in a business
combination is different from their carrying amounts in the acquired statement of financial
position, which gave rise to fair value adjustments. Management, assisted by its external
valuation specialists, determined the fair value of Ritim’s identifiable assets and liabilities.
Since the majority of the identifiable assets acquired comprises of real estate properties, thus
the fair value of assets acquired is mainly dependent on the valuations of these properties.
Furthermore, the acquisition involve certain pre-existing relationships between the Parent
Company and Ritim. As, the determination of fair value of assets acquired and liabilities
assumed requires significant judgement and due to the complexity involved in accounting for
business combination, we have considered this as a key audit matter.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
AL MAZAYA HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated financial Statements (continued)
Key Audit Matters (continued)
d) Acquisition of a subsidiary (continued)

As part of our audit procedures, amongst other procedures, we performed an analysis of the
fair value of the identifiable assets acquired and liabilities assumed supporting the purchase
price allocation. We considered the objectivity, independence and expertise of the external
appraisers. Our intemal valuation specialists were part of our audit team to assist us in auditing
the external valuation, including the assumptions and estimates used. Furthermore, we assessed
the impact of the accounting for acquisition of a subsidiary on the consolidated financial
statements of the Group for the year ended 31 December 2016.

The disclosures relating to the acquisition of Ritim are detailed in Note 6 of the consolidated
financial statements.

Other information included in the Group’s 2016 Annual report

Management is responsible for the other information. Other information consists of the information
included in the Group’s 2016 Annual Report, other than the consolidated financial statements and
our auditors’ 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 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 during
the audit, or otherwise appears to be materially misstated. If, based on the work we have performed,
on the other information we obtained prior to the date of the auditors report, we conclude that there
is a material misstatement of other information; we are required to report that fact. We have nothing

to report in this regard.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
AL MAZAYA HOLDING COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated financial Statements (continued)

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the IFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from Imaterial
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 concem, 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 altemative but to do so.

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
staternents as 2 whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not & guarantec that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

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

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

» Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group®s internal control.

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



: BAKER TILLY
Building a better KU WA I T

working world

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF AL MAZAYA
HOLDING COMPANY K.S.C.P. (continned)

Report on the Audit of Consolidated financial Statements (continued)

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

» 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 auditors’
report to the related disclosures in the consolidated financisal statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ 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 opmion on the consolidated financia)
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 Govermnance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

From the matters communicated with Those Charged with Governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
period 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.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF AL MAZAYA
HOLDING COMPANY K.S.C.P. (continued)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company
and the consolidated financial statements, together with the contents of the report of the
Parent Company’s Board of Directors relating to these consolidated financial statements, are
in accordance therewith, We further report that, we obtained all the information and
explanations that we required for the purpose of our audit and that the consolidated financial
statements incorporate all information that is required by the Companies Law No.1 of 2016,
and its executive regulations and by the Parent Company’s Memorandum of Incorporation
and Articles of Association, that an inventory was duly carried out and that, to the best of our
knowledge and belief, no violations of the Companies Law No.1 of 2016 and its executive
regulations nor of the Parent Company’s Memorandum of Incorporation and Articles of
Association have occurred during the year ended 31 December 2016 that might have had a
material effect on the business of the Parent Company or on its financial position.

WALEED A. AL OSAIMI DR. SAUD HAMAD AL-HUMAIDI
LICENCE NO. 68 A LICENSE NO. 51 A OF DR, SAUD
EY HAMAD AL-HUMAIDI & PARTNERS
AL AIBAN, AL OSAIMI & PARTNERS MEMBER OF BAKER TILLY
INTERNATIONAL
2017
Kuwait



