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Report on review of interim condensed consolidated financial information

To the board of directors of
National Industries Group Holding — KPSC
Kuwait

Introduction _

We haye reviewed the accompanying interim condensed consolidated financial position of National
Industties Group Holding — KPSC (“The Parent Company”) and its Subsidiaties (together “the Group”) as
of 30 September 2014 and the related interitn condensed consolidated statement of profit or loss, statement
of comprehensive income, statement of changes in equity and statement of cash flows for the nine-month

_ period then ended. Management is responsible for the preparation and presentation of this interim condensed

consolidated financial information in accordance with Intetnational Accounting Standard 34, “Interim
Financial Reporting”, Our responsibility is to express a conclusion on this interim condensed consolidated
financial information based on out review.

Scape of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity.” A review of interim
financial information consists of making inquiries, primarily of petsons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become awate of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion .

Based on out review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial information is not prepated, in all material respects, in accordance
with International Accounting Standard 34, “Interim Financial Repotting”. '

Repott on teview of other legal and regulatory matters

Based on our review, the interim condensed consolidated financial information is in agreement with the
books of the Parent Company. We further report that, to the best of our knowledge and belief, no violations
of the Companies Law No. 25 of 2012, not of the Articles and Memorandum of Association of the Parent
Company, as amended, have occurred during the nine-month period ended 30 September 2014 that might
have had a material effect on the business or financial position of the Parent Company.

Abdullatif M. Al-Aiban (CPA) Abdullatif A.H, Al-Majid
(Licence No. 94-A) (Licence No. 70-A)
of Grant Thornton — Al-Qatami, Al-Aiban & Partners of Patker Randall (Allied Accountants)

Kuwait
12 November 2014

 Abdullatif Al-Majid & Co. B Patker Raadall



Mational Industries Group Holding - KPSC and Subsidiaries
Interim Condensed Consalidated Financial Information

30 September 2014 (Unaudited)

Interim condensed consolidated statement of profit or loss

Three months ended

Ning months ended

{Restated) (Restated)
30 Sept. 30 Sept. 30 Sept. 30 Sept.
Note 2014 2013 2014 2013
(Unaudited)  (Unaudited) {Unaudited) (Unaudited)
KD '000 KD 'G00 KD '000 KD '000
Continuing operations
Sales 25,490 23,159 83,112 75,485
Cost of sales (20,216} (18,587) {64,801) (58,650)
Gross profit 5,274 4,562 18,311 16,845
Income from investments 3 11,930 7489 38,524 39,663
Profit on disposal of associates 7 807 154 1,140 1,148
Share of results of associates 3,473 4,838 11,811 15,368
Realized gain on disposal of investment properties - - 563 -
Rent, interest and other income 4 1,449 2,372 4,248 6,867
Distribution costs (1,331} (1,011 {3,805) (3,126)
General, administrative and other expenses (5,799} {5,178} (18,342) (18,623)
{Loss)/gain on foreign cuirency exchange (1,954) 550 {2,315) (1,141)
13,84¢ 13,776 50,135 60,001
Finance costs (7,730) (8,0886) (22,902) (26,092}
Impairment in value of investment in associate 7 - - {111) (118)
Impairment in value of available for sale investments 8 (2,935) (6,610) (8,835} (17,059)
impairment in value of accounts receivables and
other assets - - {711) (627)
Profit/(loss) before taxation 3,184 (920) 17,576 16,105
Taxation and other statutory contributions 5 (256) (455) (1,122} (1,224)
Profit/(loss) from continuing operations 2,928 {1,375} 16,454 14,881
Discontinued operations
Profit/(loss) for the period from discontinued
operations 17 - 4 - (72)
Profit/{loss) for the period 2,928 (1,371) 16,454 14,809
Aittributable to :
Owners of the parent company 1,614 80 9,618 10,404
Non-controlling interests 1,314 {1,431) 6,836 4,318
2,928 (1,371) 16,454 14,809
Basic and diluted earnings per share
attributable to the owners of the parent
company 6
- From continuing operations 1.2 Fils - 7.3 Fils 7.9 Fils
- From discontinued operations - - - -
1.2 Flls - 7.3 Fils 7.9 Fils

The notes set out on pages 9 to 23 form an integral part of this interim condensed consolidated financial information.
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National Industries Group Helding - KPSC and Subsidiaries

nterivt Condensed Consolidated Financial Information

30 September 2014 (Unauditad)

Interim condensed consolidated statement of

comprehensive income

Three months ended

Nine months ended

{Restated)
30 Sept. 30 Sept.
2014 2013

{Unaudited)  {(Unaudited)}
KD '000 KD '000

(Restated)
30 Sept. 30 Sept.
2014 2013

(Unaudited) (Unaudited)
KD '000 KD '000

Profit/(loss) for the period 2,928 (1,371) 16,454 14,809
Qther comprehensive income:
- ltems to be reclassified to profit or loss in
subsequent periods:
Exchange differences arising on translation of
foreign operations 678 (2,687) 4,341  (2,722)
Available for sale Investments:
- Net changes in fair value arising during the period 59,149 10,616 55,098 3,720
- Transferred to interim condensed consolidated
statement of profit or loss on disposals (4,458) (4,004) {(11,131) (17,783}
- Transferred to interim condensed consolidated
staternent of profit or loss on impairment 2,935 8,610 8,835 17,089
Share of other comprehensive income of assoclates
- Change in fair value (3,112) 701 1,515 (873)
Total other comprehensive income fo be
reclassified to profit or loss in subsequent
periods ' 55,194 11,236 58,658 {690)
ftems not to be reclassified to profit or loss in
subsequent periods
Defined benefit plan actuariat gains/(loss) 670 (911) 947 (262)
Total other comprehensive income not being
reclassified to profit or loss in subsequent
periods , 670 911) 947 (2682)
Total other comprehensive incomes for the period 55,864 10,325 59,605 (952)
Total comprehensive income for the period 58,792 8,954 76,058 13,857
Total comprehensive income attributable to:
Owners of the parent company 43,588 7,845 55,099 7,341
MNon-controlling interests 15,204 1,108 20,960 6,516
76,059 13,857

58,792 8,954

The notes set out on pages 9 to 23 form an integral part of this interim condensed consolidated financial information.
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National Industries Group Holding - KPSC and Subsidiaries 4
interim Condensed Consclidated Financial Information '
30 September 2014 (Unaudited)
position
30 Sept, 31 Dec. 30 Sept.
2014 2013 2013
Note {Unaudited) (Audited) {Unaudited)
KD 000 KD '000 KD 000
Assets
Non-current assets
Goodwill 9,428 9,221 8,927
Property, plant and equipment 70,689 70,712 68,074
investment in associates 7 300,078 294 408 292,947
Investment properties 55,050 49,943 29,159
Availabie for sale investments 8 722,913 873,285 654,032
Accounts receivable 2,220 2,086 2,211
Total non-current assets 1,160,378 1,099,653 1,056,350
Current assets
Inventories 21,166 31,908 29,281
Available for sale investments 8 75,430 75,958 85,326
Accounts receivable and other assets 52,188 66,174 54,687
Murabaha and wakala investments 13 596 4,500 -
Investments at fair value through profit or loss 9 65,543 65,199 61,881
Short-term deposits 13 3,17 2,061 4,362
Bank balances and cash 13 45,501 32,253 41,954
Total current asssts 274,141 278.053 277,491
Total assets 1,434,519 1,377,706 1,332,841
Equity and liabilities
Equity attributable to owners of the parent
Share capital 10 135,985 129,510 129,510
Treasury shares (30,375) (30,375) {30,375)
‘Share Premium 10 122,962 122,962 122,962
Cumulative changes In fair value 205,904 164,439 138,605
Other components of equity 11 21,621 18,562 15,624
Retalned earnings 14,850 10,344 13,143
Equity attributable to owners of the parent 471,047 415,432 380,469
Non-controlling interests 161,087 147,976 136,248
Total equity 632,084 563,408 525,717
Non-current labilities .
Long-term borrowings 12 388,301 529,632 428,660
Leasing creditors £94 131 178
Provisions ‘ 13,026 12,688 15,180
Total hon-current liabillfles 401,921 542,451 444,018
Current liabilities
Accounts payable and other fiabilities 44,346 48,398 51,510
Short-term borrowings 12 325,390 200,375 287,580
Due to banks 13 30,778 23,074 24,016
" Total current liabilities 400,614 271,847 363,108
Total liabilities 802,435 814,208 807,124
Total equity and liabilities 1,434,519 1,377,706 /Iﬁ&ﬂ \

[ ) \
-h___%
Sa'ad Mohammed Al-Sa'ad
Chairman

:.'.L,Il "L-.hnn
Luﬂm
NI Group

st e
Watisaal Induairies Grawp
{ Nowding

{S.AK.)

ma Ted-Hesgan
hief Executive Officer

The notes set out on pages 9 to 23 form an intogral part of this interim condensed consolidated financial information,
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Mational Industries Group Holding -KPSC and Subsidiaries 7
Interirn Condensed Consolldated Financial Information
30 Sentember 2014 (Unaudited) ’
Interim condensed consolidated statement of cash flows
{Restated)
Nine months Nine manths
ended 30 ended 30
Sept. 2014 Sept. 2013
(Unaudited) {Unaudited)
KD '00¢ KD '000
OPERATING ACTIVITIES
Profit before taxation 17,576 16,105
Adjustments for : .
Depreciation of property, plant and equipment 4,900 5,017
Realised gain on disposal of investment properties (563) -
Loss on disposal of property, plant and equipment - 19
Share of results of associates {11,811} {15,368)
Profit on disposal of asscclates {1,140) {1,148)
kmpairment in value of investments in assoclate 1114 118
Dividend income from availabie for sale investments (14,888) (19,739)
Effect on unwinding discount of account receivables - (283)
Impairment in value of available for sale investments 8,835 17,059
Impairment in vatue of accounts receivables and other assets 711 627
Profit on sale of available for sale investments (16,653) {16,743)
Net provision released 338 41
Finance costs 22,902 26,092
Interest/profit on bank balances, short-term deposits, wakala and
murabaha investments {357) (332)
9,981 11,465
Changes in operating assets and liabilities:
Inventories 742 (3,637)
Accounts receivable and other assets 13,815 2,723
Investments at fair value through profit or loss {344) 111
Accounts payable and cther liabilities (1,330) (464)
Cash from operations 22,864 10,198
Taxation paid (245} (208)
KFAS, Zakat & NLST paid (878) (565)
Net cash from operating activities 21,741 9,425

The notes set out on pages 9 io 23 form an integral part of this interim condsnsed consolidated  financial information.



National industries Group Holdiné ~K P3G and Subsidiaries
Interim Condensed Consolidated Financial Information
30 Sepiember 2014 (Unaudited)
Interim condensed consolidated statement of cash flows
(continued)
(Restated)
Nine months Nine months
ended 30 ended 30
Note Sept. 2014 Sept. 2013
{Unaudited) {Unaudited)
KD 000 KD '000
INVESTING ACTIVITIES
Purchase of property, plant and equipment (4,502) (4.021)
Purchase of investment properties {(9,683) (3,900)
Proceeds from sale of investment properties 5,139 -
Proceeds from disposal of associates 4,276 6,299
Addition to investment in associates (1,831) (6,696)
Dividend received from associates 7,349 8,201
Purchase of available for sale investments {21,972) {19,957)
Proceeds from sale of available for sale investments 34,319 57,832
Decrease in wakala investments maturing after three months 3,904 11,293
(Increase)/decrease in block balances (1,186) 3,854
Dividend income received from available for sale investments 14,868 19,738
Interest/profit received from bank balances, short-term deposits,
wakala and murabaha investments ' 255 168
Net cash from investing activities 30,936 72,912
FINANCING ACTIVITIES
Finance lease receipts/(payment) 500 (14)
Net increase/(decrease) in long-term borrowings {20,723) (4,107)
Net decrease in short-term borrowings 4,407 (59,911)
Dividend paid to owners of the parent (83) (44)
Finance costs paid (22,930} {25,239}
Decrease in non-controlling interests (7,899) (12,068}
Net cash used in financing activities (46,728) (101,373)
Nat increase/(decrease) in cash and cash equivalents 5,949 {19,036}
Translation difference . 65 (14)
6,014 (19,050)
Cash and cash equivalents at beginning of the period 9,816 37,608
Cash and cash equivalents at end of the period 13 15,830 18,558

The noter set ont on pages 9 to 23 form an integral part of this interim condensed consolidated finanwal information.



National Industries Group Holding - KPSC and Subsidiaries 9
Interim Condensed Consdlidated Financial Information
30 September 2014 (Unaudited)

Notes of the interim condensed consolidated financial
information

1 incorporation and activities

National Industries Group Holding — KPSC (‘the parent company’) was incorporated in 1961 as a Kuwaiti
shareholding company in accordance with the Commercial Companies Law in the State of Kuwait and in
April 2003, its status was transformed to a ‘Holding Company’. The parent company along with its
subsidiaties are jointly referred to as “the Group”. The parent company’s shares are traded on the Kuwait
Stock Exchange and Dubai Financial Market.

The main objectives of the parent company are as follows:

- Owning stocks and shares in Kuwaiti or non-Kuwaiti shareholding companies and shares (n Kuwnaiti or
non-Kuwaiti limited lability companies and participating in the establishment of, lending to and
managing of these companies and acting as a guarantor for these companies.

- Lending money to companies in which it owns 20% or more of the capital of the bottowing company,
along with acting as guarantor on behalf of these companies.

- Owning industrial equities such as patents, industrial trademarks, royalties, or any othet related rights,
and franchising them to other companies or using them within or outside the State of Kuwait.

- Owning real estate and moveable propetty to conduct its operations within the limits as stipulated by
law. ' :

- Employing excess funds available with the company by investing them in investment and real estate
portfolios managed by specialised companies.

The Companies Law issued on 26 November 2012 by Dectree Law no 25 of 2012 (the “Companies Law”),
which was published in the Official Gazette on 29 November 2012, cancelled the Commercial Companies
Law No 15 of 1960. The Companies Law was subsequently amended on 27 March 2013 by Law No. 97 of
2013,

On 29 September 2013, Ministry of Commerce and Industry issued its regulation No. 425/2013 regarding the
Executive by-laws of the Companies Law, All existing companies ate tequired to comply with articles of these
by-laws within one year from the date of its issuance.

The address of the parent company’s registered office is PO Box 417, Safat 13005, State of Kurwait,

The board of directors of the parent company approved this intetim condensed consolidated financial
information for issue on 12 November 2014,

2 Basis of preparation and significant accounting policies

Basis of preparation
The interim condensed consolidated financial information of the Group has been prepated in accordance
with International Accounting Standard 34 “Intetim Financial Reporting”.

The interim condensed consolidated financial information has been presented in Kuwaiti Dinars which is the
functional currency of the parent company.



Mational Industries Group Holding - KPSC and Subsidiarios 10
Interim Condensed Consolidated Financial Information
30 September 2014 (Unaudited)

Notes of the interim condensed consolidated financial
information (continued)

2 Basis of preparation and significant accounting policies (continued)

Basis of preparation (continued) ,
The interim condensed consolidated financial information does not include all information and disclosures
required for complete financial statements prepared in accotdance with the International Financial Reporting
Standatds. In the opinion of the patrent company’s management, all adjustments consisting of normal
recurting acctuals considered necessaty fot a fair presentation have been included.

The pteparation of interim condensed consolidated financial information requires ‘management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In pteparing this interim condensed consolidated financial information, the significant judgements made by
management in applying the group’s accounting policies and the key sources of estimation uncertainty were
the same as those that applied to the annual audited consolidated financial statements as at and fot the year
ended 31 December 2013.

Opetating results for the nine months period ended 30 September 2014 ate not necessarily indicative of the
results that may be expected fot the financial year ending 31 December 2014. For fusther details, refer to the
annual consolidated financial statements and its zelated disclosutes for the year ended 31 December 2013,

Changes to accounting policies

Adoption of new IASB Standards and amendments during the period

The accounting policies adopted in the preparation of the intetim condensed consolidated financial
information are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2013, except for the adoption of new standards and
amendments effective as of 1 January 2014.

Standard or Interprelation Effective for annual periods beginning
IAS 32 Financial Instruments: Presentation - Amendments 1 January 2014
IAS 36 Impairment of Assets- Amendments 1 January 2014
Investment Entities — Amendments to IFRS 10, IFRS 12 and IAS 27 1 January 2014

Novation of Derivatives and Continuation of Hedge Accounting 1 January 2014
(Amendments to IAS 39)
IFRIC 21 Levies 1 January 2014

The nature and the impact of applying each new standard/amendment is described below:

IAS 32 Financial Instruments: Presentation - Amnendments

The amendments to TAS 32 add application guidance to address inconsistencies in applying IAS 32’s critetia
for offsetting financial assets and financial liabilities in the following two areas:

o the meaning of ‘cutrently has a legally enforceable right of set-off
e that some gross settlement systems may be considered equivalent to net settlement.

The amendments are required to be applied retrospectively. The adoption of the amendment did not result in
any matetial impact on the Group’s interim condensed consolidated financial information.



Mational industries Group Holding — KPS and Subsidiaries . "
interim Condensed Consclidated Financial information
30 September 2014 {Unaudiied)

Notes to the interim condensed financial information
(continued)

2 Basis of preparation and significant accounting policies (continued)

IAS 36 Impairment of Assets- Amendments

The amendments to [AS 36 reduces the citcumstances in which the recoverable amount of assets or cash-
generating units is required to be disclosed, clarify the disclosutes required, and to introduce an explicit
requiremnent to disclose the discount rate used in determmmg impairment (or reversals) where recoverable
amount (based on fair value less costs of disposal) is determined using a present value technique. The -
adoption of this amendment did not have any significant impact on the financial position or petformance of
the Group.

Investment Entities — Amendments to IFRS 10, IFRS 12 and TAS 27

The Amendments define the term ‘investment entity’, provide supporting guidance and require investment
entities to measure investments in the form of controlling interests in another entity at fair value through
profit or loss. These amendments have no impact on the Group, since none of the entities in the Group
qualifies to be an investment entity under IFRS 10.

Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)
The Amendment makes it clear that there is no need to discontinue hedge accounting if a hedging derivative
is novated, provided certain criteria are met.

A novation indicates an event where the original parties to a derivative agree that one or more clearing
counterparties replace their original counterpatty to become the new counterparty to each of the parties. In
order to apply the amendments and continue hedge accounting, novation to a central counterparty (CCP)
must happen as a consequence of laws ot regulations or the introduction of laws or regulations. The adoption
of this amendment did not have any significant impact on the financial position ot performance of the
Group.

IFRIC 21 ‘Levies’ (IFRIC 21)

IFRIC 21 clarifies that:
» the obligating event that gives tise to the Hability is the activity that triggers the payment of the levy,
as identified by the government’s legislation. If this activity arises on specific date within an
accounting period then the entire obligation is recognised on that date
» the same recognition principles apply in the annual and interim financial statements.

IFRIC 21 has been applied retrospectively in accordance with its transitional provisions but the adoption of
this amendment did not have any significant impact on the financial position or petformance of the Group.

The Group has not early adopted any other standard, intetpretation or amendment that has been issued but
not yet effective.

3 Income from investments
“Three months ended Nine months ended
(Restated) : {Restated)
30 Sept. 30 Sept. 30 Sept. 30 Sept.
2014 2013 2014 2013
{Unaudited) {Unaudited) (Unaudited) {Unaudited)
KD '000 KD '000 KD '000 KD '000
Dividend income:
- From investments at fair value through profit or loss 567 13 830 220
- From available for sale investments 685 1,616 14,868 19,739
Profit on sale of available for sale investments 7,412 3,511 16,653 16,743
Realised gains on investments at fair value through
profit or loss 911 186 1,258 442
Unrealised gain on investments at fair value through
profit or loss 2,355 2,183 4,915 2,519
11,830 7,489 38,524 39,663




Mational industries Group Holding - KPSC and Subsidiaries 12
Interim Condensed Consolidated Financial Information
30 September 2014 {Unaudited)
Notes of the interim condensed consolidated financial
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4 Rent, interest and other income
' Three months ended Nine months ended
(Restated) (Restated)
30 Sept. 30 Sept. 30 Sept. 30 Sept.
2014 2013 2014 2013
{Unaudited) {Unaudited) {Unaudited)} {Unaudited)
KD '000 KD '000 KD '000 KD '000
Interest/profit on bank balances, short term
deposits, wakala and murabaha investments 140 69 357 332
fncome from financing of future trade by customers 101 107 269 358
Net income from hotel operation and IT services of
subsidiaries 554 599 1,569 1,618
Effect of unwinding of discount on receivables - 47 - 283
Rental income 390 398 1,147 1,240
Reversal of impairment provision on wakala
investment - 874 - 874
Reversal of impairment provision on accounts
receivable - - - 694
Management, placement fees and other income 264 278 906 1,468
1,449 2,372 4,248 8,867
5 Taxation and other statutory contributions
(2) Taxation of foreign subsidiaries* .
Three months ended Nine months ended
{Restated) (Restated)
30 Sept. 30 Sept. 30 Sept. 30 Sept.
2014 7 2013 2014 2013
{Unaudited) {Unaudited} (Unaudited) (Unaudited)
KD '000 KD '000 KD '000 KD '000
Current tax expense .
Current period charge (58) (362) {208) {(440)
Total (58) (362) (208) (440}
(b) KFAS, NLST and Zakat of local subsidiaries **
Contributions to Kuwait Foundation for
Advancement of Science (KFAS) (47) 5 (198) (173)
Provision for National Labour Support Tax
{NLST) (95) {68) {495) (438)
Provision for Zakat (58) (30) (221) (173)
{198) (83) (914) (784)
(256) {455) {1,122} (1,224)

*The above tax is calculated based on the tax law adopted in United Kingdom.

#*The contributions and provisions are on profit of local subsidiaries, wheteas no contribution and provision
for the parent company was recognised in the current period (2013: Nil) as the net taxable results attributable

to the parent company was a loss.
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Notes of the interim condensed consolidated financial
information (continued)

6 Basic and diluted earnings per share attributable to the owners of the

parent
Earnings per share are calculated by dividing the profit for the period attributable to the owners of the parent
company by the weighted average number of shares outstanding dusing the period as follows:

Three months ended Nine months ended
(Restated) {Restated}
30 Sept. 30 Sept. 30 Sept. 30 Sept. .
2014 2013 2014 2013
(Unaudited) {Unaudited) {(Unaudited) (Unaudited)
Profit /{loss) for the period aftributable to the
owners of the parent (KD '000)
- from continuing operations 1,614 56 9,618 10,566
- from discontinued operations - 4 - (72)
Total 1,614 60 9,618 10,494
Weighted average number of shares
outstanding during the period {excluding
treasury shares) — shares 1,325,056,997 1,325,056,897 1,325,056,997 1,325,056,997
Basic and diluted éarnings per share
- from continuing operations 1.2 Fils - 7.3 Fils 7.9 Fils
- from discontinued operations - - - -
Total 1.2 Fils - 7.3 Fils 7.9 Fils

The weighted average numbers of shates outstanding during the previous petiods have been restated to add
the bonus shares issued during the period (Note 10).

The eatnings pet share reported duting the previous period for the three months and nine months ended 30
September 2013 wetre Nil and 8.3 Fils respectively.

7 Investment in associates
The movement in associates during the period/year is as follows:

30 Sept. 31 Dec. 30 Sept.
2014 2013 2013
{Unaudited) {Audited} (Unaudited)}

KD '000 KD '000 KD '000
Balance at 1 January ’ 294,406 287,497 287,497
Additions during the period/year 1,831 10,820 7,114
Share of results 11,811 18,398 15,368
Share of other comprehensive income 1,515 2,702 (973}
Dividend received (7,349} {8,201) {8,201)
Disposal of associates (3,136) 6,131} {5,151)
Impairment in value {111) (118) (118)
Reclassification - {5,084) -
Foreign currency translation adjustment 1,850 (3,349 (2,888)
Other adjustments (739) (2,128) 299
Balance at the end of the period/year 300,078 294,406 292,947
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Notes of the interim condensed consolidated financial
information (continued)

7 Investment in associates (continued)

A major portion of an associate with a carrying value of KIDD93,019 thousand (31 December 2013: KID90,233
thousand and 30 September 2013: KID87,758 thousand) have been subject to an exchangeable options to the
lenders of the group.

Duting the petiod, the group partially disposed an insignificant stake in one of its quoted associate’s which
resulted in a gain of K1D1,140 thousand.

8 Available for sale investments
30 Sept. 31 Dec. 30 Sept.
2014 2013 2013
(Unaudited) (Audited) {Unaudited)
KD '000 KD'000 KD '000
Non Current '
Managed funds 165,163 155,127 172,381
Unguoted equity participations 176,234 177,823 195,749
Quoted shares 381,516 340,335 285,002
722,913 673,285 654,032
Current )
Quoted shares 75,430 75,958 85,326
798,343 749,243 739,368

a) The quoted shares classified as current represents the remaining investments from those which were
transferred from investments at fair value through profit ot loss as of 1 July 2008.

b) At the end of the period, the group recognised a total impairment loss of KD8,835 thousand (30
September 2013: KD17,059 thousand) for cettain quoted and unquoted shares.

¢) Quoted shares with a fair value of KDD192,339 thousand (31 December 2013: KD169,526 thousand and
30 September 2013: KD141,725 thousand) are secured against term loans. .

9 ‘Investments at fair value through profit or loss
30 Sept. 31 Dec. 30 Sapt.
2014 2013 2013
{Unaudited) {Audited) {Unaudited)
KD '000 KD '000 KD '000
Held for trading :
Quoted shares and debt instruments 37,935 38,113 35,893
Designated on initial recognition ;
Local funds 9,321 11,030 10,879
International managed portfolios and funds ' 18,287 16,056 15,109
27,608 27,086 25,088
65,543 65,199 61,881

Quoted shares, held by local subsidiaries, with a fair value of KDD12,810 thousand (31 December 2013
KD11,502 thousand and 30 September 2013: KD12,842 thousand) are secured against botrowings.
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Notes of the interim cohdensed consolidated financial
information (continued)

10 Share capital and share premium

a) As of 30 September 2014, authorized issued and fully paid share capital in cash of the parent company
comptised of 1,359,853,075 shares of 100 Fils each (31 December 2013 and 30 September 2013:
1,295,098,167 shares).

b) At the Annual General Meeting held on 28 May 2014, the shareholders approved 5% bonus shares on
outstanding shares as at the date of the AGM, which represented 64,754,908 shares of 100 Fils each
amounting to KID6,475 thousand.

¢) Share premium is not available for distribution.

d) On 5 March 2014, the shareholders of one of the subsidiaties of the Group decided to further decrease
its share capital by KD9,000 thousand out of which KD3,912 thousand pertains to non-controlling
interests. An amount of KD3,580 thousand has been paid to non-controlling interests and the balance
amount is shown under accounts payable and other liabilities.

11 Other components of equity

Foreign
. Gain on Sale currency
Statutory General of treasury translation
reserve reserve shares reserve reserve Total
KD ‘000 KD ‘000 KD ‘0600 KD ‘000 KD ‘600
Balances at 1 January 2014 2,603 1,892 18,452 (4,395) 18,552
Other comprehensive income: )
Currency franslation differences - - - 3,069 3,069
Balances at 30 September 2014 2,603 1,892 18,452 (1,326) 21,621
Balances at 1 January 2013 l 1,232 507 18,452 (3,270) 16,921
Other comprehensive income:
Currency translation differences - - - {1,297} (1,297)
Balances at 30 September 2043 1,232 507 18,452 (4,567) 15,624

12 Long term and short term borrowings

(2} During the petiod, the group has reclassified Islamic financing arrangements amounting to KID101,607
thousand and conventional borrowings amounting to KID25,000 thousand to short term borrowiags
from long term borrowings as these loans are maturing within one year.

(b) During 2011 and 2012, a local subsidiaty of the Group restructured its financing arrangements with local
banks and accordingly loans amounting to KD116,032 thousand (net of repayment of KID38,678
thousand) were converted into secured long term facilities. As per loan restructuring agreements, these
loans are required to be fully secured. As of 30 September 2014, these are partly secured and the process
of identification and securitization of the required balance investment portfolio is currently underway.
The subsidiary is cutrently in process of rescheduling existing repayment plan of its loans amounting to
KD116,032 thousand including KD38,678 thousand due within one year and IKD77,355 thousand due
after one year. Subsequent to the tepotting date, the subsidiary has teceived a rollover confirmation
from the lead bank to reschedule K1315,624 thousand that was due in the last week of September 2014
till end of January 2015 and from another lender bank for another amount of KID2,750 thousand that
was due in October 2014 till end of December 2014. These two lending banks have already confirmed
in principle approval to a rescheduling, The rescheduling is expected to be formalised by the end of the
current year and affect the existing repayment plan and amounts due within one year.
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Notes of the inte'rim condensed consolidated financial
information (continued)

13 Murabaha and wakala investments and cash and cash equivalents

13.1 Murabaha and wakala investments

30 Sept. 31 Dec. 30 Sept.
2014 2013 2013
(Unaudited) (Audited) (Unaudited)
KD'000 KD '000 KD '000
Due from a local Islamic investment company/ due from related
parties _ 14,324 14,324 14,324
Provision for impairment in value {14,324) (14,324) (14,324)
Placed with local Islamic bank 596 4,500
596 4,500

No profit was recognised on impaired wakala investments during the cutrent period (31 December 2013 and
30 September 2013: Nib. :

Wakala investment of KID14,324 thousand (31 December 2013: KID14,324 thousand and 30 September 2013
KD14,324 thousand) placed with a local Islamic investment company matured in 2008. The investee
company defaulted on settlement of these balances on the maturity date. Full provision has been made for
these teceivables in accordance with the Central Bank of Kuwait credit provisioning rules.

Duting previous yeats, one of the local subsidiaty’s of the gtoup violated Articles 148 and 151 of the
Cotnmercial Companies Law of 1960 when it assumed the financial and legal obligations on wakala
investments of KID9,968 thousand that the subsidiary had placed with an investment company in a fiduciary
capacity under a wakala agreement with certain related parties, despite having no such obligation under the
wakala agreement. The Group had initiated legal proceedings against the parties to recover KID9,968
thousand including profits thereon. Duting the period, the court of appeal has ordered the related parties to
pay KD8,285 thousand with 7% profits thereon to the Group. However, the related parties submitted appeals -
to the court of cassation against the order of the coutt of appeal. The legal proceeding relating to KI>1,683
thousand aze still in process.

13.2 Cash and cash equivalents

30 Sept. 31 Dec. " 30 Sept.
2014 2013 2013
(Unaudited) {Audited) {Unaudited)

KD '000 KD '000 KD '000
Short-term deposits 3,717 2,061 4,362
Bank balances and cash 45,501 32,253 41,954
Due to banks : {30,778) (23,074) {24,018)
18,440 11,240 22,300
Less: Blocked balances {2,610) {1.424) (3,742)

Cash and cash equivalents for the purpose of interim

condensed consolidated statement of cash flow 15,830 9,816 18,558
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Interim Condensed Consolidated Financial Information
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Notes of the interim coridensed consolidated financial
information (continued)

15 Related party transactions

Related parties represent associates, directors and key management personnel of the Gtroup, and other related
parties such as major shareholders and companies in which directors and key management personnel of the
Group are principal ownets or over which they ate able to exercise significant influence ot joint control. Pricing
policies and terms of these transactions ate approved by the Group’s managetment,

Details of significant related party transactions and balances ate as follows: -

30 Sept. 31 Dec. 30 Sept.
2014 2013 2013
(Unaudited) (Audited) (Unaudited)
KD ‘000 KD '000 KD ‘000
Balances included in interim condensed consolidated statement
of financial position
Due from related parties (included in accounts receivable and other
assets)
- Due from assoclate companies ' 1,679 2,331 5,255
- Due from other related parties 916 1,068 1,059
- Due from key management personnel 233 233 233
Due to related parties (included in accounts payable and other
liabilities)
- Due to associates 788 279 9,688
- Due to other related parties ' 2,653 1,698 375
Long term borrowings — murabaha payable to an assoclate '
(included in short term borrowings as of 30 September 2014) 15,047 . 15,069 15,076
Three months ended Nine months ended
30 Sept. 30 Sept. 30 Sept. N 30 Sept.
2014 2013 2014 2013
(Unaudited) (Unaudited) {Unaudited) (Unaudited)
KD ‘000 KD 000 KD ‘000 KD '000
Transactions included in interim condensed
consolidated statement of profit or loss
Finance cost charged by an associate 188 249 559 740
Management fees and placement fees earned -
from related parties ‘ - 18 8 142
Cost of raw materials — from associates 1,026 493 3,093 3,008
Compensation of key management personnel
- of the group .
Short term employee benefits 559 797 2,144 2,479
End of service benefits 492 175 1,676 226
1,051 972 3,820 2,705

16  Financial instruments

Financial instruments comprise of financial assets (accounts receivable and other assets, available for sale
investments, mutabaha and wakala investments, investment at fair value through profit or loss, short term
deposits and bank balances and cash) and financial liabilities (due to banks, short term and long term
borrowings, leasing creditors and accounts payable and other liabilities). -

Except for certain available for sale investments which are carried at cost (KD60,467 thousand), the catrying
amounts of other financial assets and liabilities as at 30 September 2014, approximate their fair values.
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16 Financial instruments (continued)

Fair value hierarchy for financial insttuments measured at fair value
The following table presents the financial assets and liabilities which are measured at fair value in the interim

condensed consolidated statement of financial position in accordance with the fair value hierarchy.

This hierarchy groups financial assets and labilities into nine levels based on the significance of inputs used in
measuring the fair value of the financial assets and liabilities. The fait value hierarchy has the following levels:

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: inputs other than quoted prices included within Level 1 that ate obsetvable for the asset or

liability, either directly (i.e. as prices) or indirectly (i.e, detived from prices); and

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The level within which the fAnancial asset or liahility is classified is determined based on the lowest level of

significant input to the fair value measurement.

The financial assets and liabilities measuted at fair value in the statement of financial position are grouped

into the fair value hierarchy as follows;

At 30 September 2014
Total
Level 1 Level 2 Level 3 Balance
Note KD'000 KD’000 KD’000 KD'000

Assets af fair value
Available for sale investments
-Managed funds

Private equity funds ¢ - - 53,702 53,702

Other managed portfolio c - 9,078 94,341 103,420
-Unquoted equity participations d - - 123,808 123,808
-Quoted shares a 456,946 - - 456,946
Investment at fair value through profit or loss
-Quoted shares a 37,935 - - 37,935
-Local funds b - 9,321 - 9,321
-International managed partfolios and funds e - - 18,287 18,287
Totzl assets 494,881 18,400 290,138 803,419

At 31 December 2013
Total
Level 1 Level 2 ievel 3 Balance
Note KD'000 KD'000 KD'000 KD'000

Assets at fair value )
Available for sale investments
-Managed funds )

Private equity funds c - - 54,610 54,610

Other managed funds c - 8,942 82,355 91,297
-Unquoted equity participations d - - 126,496 126,496
-Quoted shares a 416,293 - - 416,293
[nvestment at fair value through profit or loss
-Quoted shares a 37,837 - - 37,837
- Quoted debt instruments a 276 - - 276
-Local funds b - 11,030 - 11,030
-Intarnational managed portfolios and funds e - - 16,056 18,056
Total assets 454 406 19,972 279,517 753,895
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information (continued)

16 Financial instruments (continued)

Fair value hierarchy for financial instruments measured at fair value (continued)

Fair value measurements
The Group measurement of financial assets and liabilities classified in level 3 uses valuation techniques inputs
that are not based on obsetvable market date. The financial instruments within this level can be reconciled
from beginning to ending balances as follows:

30 Sept. 31 Dec.
2014 2013

{Unaudited} {Audited)

KD ‘000 KD '000
Qpening balance 279,517 319,317
Net change in fair value recognised in other comprehensive income 294 (1,143)
Impairment recognised in profit or loss "(2,888) (8,748)
Net change in fair value recognised in profit or loss 824 2,115
Net addition/(disposals) during the period/year . 12,391 {33,529)
Reclassified from carried at cost to fair valued investments - 1,505
Closing balance ‘ 290,138 279,517

Changing inputs to the level 3 valuations to reasonably possible alternative assumption would not change
significantly amounts recognised in profit ot loss, total assets or total liabilities or total equity.

Measurement at fair value
The methods and valuation techniques used for the purpose of measuting fair value, which are unchanged
compared to the previous reporting period and ate as follows:

Financial insttuments in level 1

a) Quoted shares & debt instruments (level 1)

Quoted shares and debt instruments represent all listed equity securidies and debt instruments which are
publicly traded in stock exchanges. Fair values have been determined by reference to their quoted bid ptices
at the reporting date. '

Financial instruments in level 2 & 3

b) Local funds (level 2)

The underlying investments of these funds mainly comptise of local quoted shares and money market
instruments and the fair value of the investment has been determined based on net asset values reported by
the fund manager as of the reporting date. '

c) Foreign funds (level 2) _

The underlying investments in these private equity funds mainly represent foreign quoted and unquoted
securities. Information for these investments is limited to periodic financial reports provided by the
investment managers. These investments are carried at net asset values reported by the investment managers.
Due to the nature of these investments, the net asset values reported by the investment managers represent
the best estimate of fair values available for these investments.

Other managed portfolios (level 3) .

The undetlying investments of other managed portfolios represent foreign quoted and unquoted securities
managed by specialized portfolioc managers. They are valued based on periodic reports received from the
portfolio managers.
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information (continued)

16 Financial instruments (continued)
Financial instruments in level 2 & 3 (continued)

d) Unquoted equity participations (level 3)

The consolidated financial statements include holdings in unlisted secutities which are measured at fair value.
Fair value is estimated using discounted cash flow model or other valuation techniques which include some
assumptions that are not supportable by observable market prices or rates.

¢) International managed pottfolios and funds (level 3)
The undetlying investments of international managed pottfolios and funds represent quoted and unquoted
securities. They are valued based on fund managets’ report.

17 Discontinued operations

‘The Group’s discontinued operations comprise of operations of two of its subsidiaries (Diamond H Conttols
Lirnited disposed in October 2013 and BD Electric (Shenzhou) Limited put into liquidation in Septembet
2013) and the operating losses of those two subsidiaries are summarised below:

Three months Nine months
ended 30 ended 30
Sept. 2013 Sept. 2013

KD '000 KD 000

Sales ‘ 328 788
Cost of sales (297) (683)
Gross profit . \ : 32 105
Distribution costs 14 (42)
General, administrative and other expenses 37 (87)
9 (24)

Finance costs ‘ (5) (48
Profit/{loss} for the period from discontinued operations 4 (72)
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18  Annual general assembly and dividend distributions
The Annual General Assembly of the Patent Company’s shareholders held on 28 May 2014, approved the
Consolidated financial statements for the year ended 31 December 2013.

The AGM also approved distribution of bonus shares of 5% of the Parent Company’s paid up shate capital
to the share holders registered in the Parent Company’s tecotd as at the AGM date for the year ended 31
December 2013,

19 Fiduciary assets

One of the subsidiaries of the Group manages mutual funds, portfolios on behalf of related and third parties,
and maintains securities in fiduciaty accounts which are not reflected in the interim condensed consolidated
statement of financial position. Assets under management at 30 September 2014 amounted to KID7,774
thousand (31 December 2013: K1D6,804 thousand and 30 September 2013: K1D7,901 thousand) of which
assets managed on behalf of related parties amounted to KD5,542 thousand (31 December 2013: KD4,234
thousand and 30 September 2013: KID4,349 thousand).
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Notes of the interim condensed consolidated financial
information (continued)

20 Capital commitments

At the reporting date the group had commitments for the purchase of investments and the acquisition of
propetty, plant and equipment totalling to KID25,005 thousand (31 December 2013: KD25,438 thousand and
30 September 2013: K1D23,225 thousand).

21 Comparative information 7

The comparative interim condensed consolidated statement of profit ot loss has been re-presented as if an
operation discontinued duting the previous yeat has been discontinued from the start of the comparative yeat
(refer note 17). '

In addition certain other comparative figures has been reclassified to conform to the presentation in the
cutrent year, and such reclassification does not affect previously reported net assets, net equity and net results
for the period or net decrease in cash and cash equivalents.



