National International Holding Company K.S.C.P.
And its subsidiaries

State of Kuwait

Consolidated Financial Statements and Independent Auditor’s Report
For the year ended 31 December 2022



National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Financial Statements and Independent Auditor’s Report
For the year ended 31 December 2022

INDEX Page
Independent Auditor’s Report 1-4
Consolidated Statement of Financial Position 5
Consolidated Statement of Income 6
Consolidated Statement of Comprehensive Income 7
Consolidated Statement of Changes in Equity 8
Consolidated Statement of Cash Flows 9

Notes to the Consolidated Financial Statements 10-34



Deloitte & Touche
Al-Wazzan & Co.

Ahmed Al-Jaber Street, Sharq

Dar Al-Awadi Complex, Fioors 7 & 9
P.O. Box 20174, Safat 13062
Kuwait

Tel : +965 22408844, 22438060
Fax : +965 22408855, 22452080
www.deloitte.com

Deloitte.

Independent Auditor’s Report

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of National International Holding Company K.S.C.P (the “Parent
Company”) and its subsidiaries (the “Group”) which comprise the consolidated statement of financial position as at
31 December 2022, and the consolidated statement of income, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2022, 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’ Code of
Ethics for Professional Accountants (including International Independence Standards) (IESBA Code), and we have
fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. The following are the key audit matters are identified and how we addressed them in our
audit:

Key audit matter

How our audit addressed the key audit matter

Valuation of Investments in Unquoted Securities
Investments in securities primarily comprise investments
in unquoted securities of KD 18,968,396, which
represents 35% of the total assets as at 31 December
2022. These instruments are classified as financial assets
at fair value through profit or loss and financial assets at
fair value through other comprehensive income and are
measured at fair value with the corresponding fair value
change recognized in the consolidated statement of
income and in other comprehensive income
respectively. The Group uses an external expert to assist
it in determining the fair value for part of these
investments.

As disclosed in Note 4 “significant accounting judgement,
estimates and assumptions”, the valuation of
investments in unquoted securities uses inputs other
than observable market data and therefore are
inherently subjective. It also requires significant
judgement by management in determining the
appropriate valuation methodology and use of various
assumptions like cash flows, discount rates, market
information, market risk adjustments etc.

Given the inherent subjectivity and judgement required
in the valuation of such unquoted investments, we
determined this to be a key audit matter.

Audit procedures to address the Key Audit Matter:

e We evaluated the design and implementation of
controls over management’s valuation process.

e We evaluated the competence, capabilities,
qualifications and objectivity of management’s
expert engaged by the Group.

e We reviewed the engagement letter of the expert
with the Group to determine if the scope of their
work was sufficient for audit purposes.

e Together with our internal valuation specialists, we
benchmarked and challenged key assumptions in the
valuation model and determined if the models used
by the Group were appropriate.

e We re-performed, on a sample basis the
mathematical accuracy of the models used by the
Group.

e We agreed the data used in the valuation to
supporting documentation on a sample basis.

e We agreed the results of the valuation to the amount
reported in the consolidated financial statements.

e We assessed the disclosures in the consolidated
financial statements relating to this matter against
the requirements of IFRSs.




Deloitte.

Independent Auditor’s Report (continued)

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

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

Key Audit Matters (continued)

Key audit matter How our audit addressed the key audit matter

Impairment of Investments in Associates Audit procedures to address the Key Audit Matter:

As at 31 December 2022, the Group held investments in | ® We evaluated the design and implementation of

associates of KD 13,930,064 in the consolidated financial
statements which represents 26% of total assets.

Investments in associates are accounted for under the equity
method of accounting and are considered for impairment
when an impairment indicator is identified. The market value
of one of the investment in associate at the reporting date,
based on the quoted share price, was below the carrying
value of the investment. This is considered an indicator of
impairment under IFRS. Consequently, management
performed an impairment test by determining if the
recoverable amount of the investments exceeded their
carrying amount.

As disclosed in Note 4 “significant accounting judgement,
estimates and assumptions”, the impairment test of the
investments in associates performed by management is
significant to our audit because the assessment of the
recoverable amount requires significant management
estimates to be made and judgement to be applied,
especially due to the current inflationary pressures and the

relevant controls related to the valuation of
investments in associates.

We inspected published market information on the
share price, financial position and performance of the
associates to evaluate management's impairment
assessment and to identify whether there were any
additional indicators of impairment on other
associates not assessed for impairment.

Together with our internal valuation specialists, we
assessed the group's valuation methodology applied
in determining the recoverable amount as well as the
impact of the current inflationary pressures and the
high interest rate environment on markets and
business on the value in use calculation.

We discussed potential changes in key drivers with
management in order to evaluate whether the inputs
and assumptions used in the cash flow forecast were
suitable.

We re-performed the mathematical accuracy of the

high interest rate environment. Management used the value value in use calculations.

in use method to assess whether there is impairment in the | o e agreed the results of the value in use calculations
investments in associates. Assessment of the value in use
includes significant judgments and estimates concerning
future cash flows, growth rates taking into account
management’s view of future business prospects and
associated discount rates etc. Accordingly, we consider this
as a key audit matter.

for those investments to the amounts disclosed in the
consolidated financial statements.

e We assessed the disclosures in the consolidated
financial statements relating to this matter against the
requirements of {FRSs.

Other information

Management is responsible for the other information. Other information consists of the information included in the annual
report other than the consolidated financial statements and our auditor’s report thereon. The Group’s 2022 annual report
is expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we 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 when it becomes available 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.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

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

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

2
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Independent Auditor’s Report {(continued)

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

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

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

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

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

e 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 resuiting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

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

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

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

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

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

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

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current 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 Auditor’s Report (continued)

To the Shareholders of National International Holding Company K.S.C.P
State of Kuwait

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 the information that
we deemed necessary 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, as amended, and by the
Parent Company's Memorandum of Incorporation and Articles of Association, as amended, 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, as amended, or of the Parent Company’s Memorandum of Incorporation and Articles of Association,
as amended, have occurred during the financial year ended 31 December 2022 that might have had a material effect on
the business of the Group or on its consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any material violations of the
provisions of Law No. 7 of 2010, concerning the Capital Markets Authority and its related regulations, as amended, during
the year ended 31 December 2022, that might have had a material effect on the business of the Group or on its consolidated
financial position.

#

Talal Yousef Al-Muzaini
Licence No. 209 A
Deloitte & Touche, Al-Wazzan & Co.

Kuwait, 29 March 2023



National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Financial Position as of 31 December 2022
(All amounts are in Kuwaiti Dinar)

Notes 2022 2021
ASSETS
Cash and cash equivalents 5 1,136,072 1,529,660
Accounts receivable and other assets 6 2,476,783 2,488,044
Inventories 7 740,654 617,060
Investments at fair value through profit or loss 8 5,411,852 5,196,535
Investments at fair value through OCI 9 16,203,713 17,445,254
Investments in debt instruments at amortized cost 10 9,850,000 9,292,453
Investment in associates 11 13,930,064 13,639,644
Investment properties 12 . 953,788
Property and equipment 13 4,608,303 4,708,819
Total assets 54,357,441 55,871,257
LIABILITIES AND EQUITY
Liabilities
Bank facilities 14 2,953,739 2,708,533
Accounts payable and other liabilities 15 5,838,876 5,951,720
Total liabilities 8,792,615 8,660,253
Equity
Share capital 16 23,455,302 22,772,138
Share premium 2,813,184 2,813,184
Statutory reserve 17 1,498,868 1,322,233
Fair value reserve 9,153,180 11,253,231
Treasury shares 18 (1,616,019) (1,539,404)
Treasury shares reserve 616,198 490,638
Group'’s share in associates’ reserves (64,140) (328,110)
Retained earnings 1,390,447 2,002,419
Equity attributable to shareholders of the Parent Company 37,247,020 38,786,329
Non-controlling Interests 8,317,806 8,424,675
Total equity 45,564,826 47,211,004
Total liabilities and equity 54,357,441 55,871,257
The accompanying notes form an integral part of these consolidated financial statements.
A, AN > 4
Abd’u/lwahab Mohamed Al Wazzan Mamdouwﬁul Ghani El Sherbiny

Chairman Chief Executive Officer



National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Income for the year ended 31 December 2022
{All amounts are in Kuwaiti Dinar)

Notes 2022 2021

Revenues
Net investment income 19 977,195 786,227
Revenue from operating activities 20 4,320,538 3,343,906
Group's share from associate’s results 1,513,113 1,636,715
Other income 21 29,199 161,353
Net loss from investment properties 22 (14,352) (48,125)

6,825,693 5,880,076
Expenses
Cost of sales from operating activities 20 3,394,572 2,393,762
Other expenses 23 1,531,680 1,482,131
Finance costs 159,428 144,399

5,085,680 4,020,292
Profit for the year before deductions 1,740,013 1,859,784
Contribution to KFAS - (1,843)
National Labour Support Tax (4,736) (7,468)
Zakat (38) (2,684)
BOD remuneration (40,000) (50,000)
Net profit for the year 1,695,239 1,797,789
Attributable to:
Shareholders of the Parent Company 1,721,578 1,793,941
Non-Controlling Interests (26,339) 3,848

1,695,239 1,797,789
Basic and diluted earnings per share (fils) 24 7.82 8.47

The accompanying notes form an integral part of these consolidated financial statements.



National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Comprehensive Income for the year ended 31 December 2022
(All amounts are in Kuwaiti Dinar)

2022 2021
Net profit for the year 1,695,239 1,797,789
Other comprehensive income:
Items that may be reclassified subsequently to the consolidated
statement of income
Group's share of other comprehensive income of associates (255,126) (516,026}
Items that may not be reclassified subsequently to consolidated statement of
income:
Change in fair value of equity investments at fair value through OCI (2,180,581) 357,728
Group’s share of other comprehensive income of associates 114,858 28,306
(2,065,723) 386,034
Total other comprehensive loss for the year (2,320,849) (129,992)
Total comprehensive (loss) / income for the year (625,610) 1,667,797
Attributable to:
Shareholders of the Parent Company (518,741) 1,516,606
Non-Controlling Interests (106,869) 151,191
(625,610) 1,667,797

The accompanying notes form an integral part of these consolidated financial statements.
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National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Consolidated Statement of Cash Flows for the year ended 31 December 2022

(All amounts are in Kuwaiti Dinar)

Note

Cash flow from operating activities

Net profit for the year
Adjustments:

Group's share from associate’s results

Depreciation and amortization

Loss on sale of investment properties

Provision for employees’ end of service benefits

Net investment income

Reversal of expected credit losses

Change in fair value of investment properties

Finance costs

Operating loss before charges in working capital
Accounts receivable and other assets

Investments at fair value through profit or loss
Inventories

Accounts payable and other liabilities

Cash generated from operating activities

End of service benefits paid

Net cash (used in) / generated from operating activities

Cash flow from investing activities

Cash dividends received from investments at fair value through profit or loss 19
Cash dividends received from associate companies 11
Purchase of investments at fair value through OCI

Proceeds from sale of investments at fair value through OCI

Proceeds from sale of investment properties

Purchase of property and equipment

Net cash generated from / (used in) investing activities

Cash flow from financing activities

Net proceed from bank facilities

Finance costs paid

Dividends paid

Purchase of treasury shares

Proceeds from sale of treasury shares

Net cash generated (used in) / generated from financing activities

Decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year 5

The accompanying notes form an integral part of these consolidated financial statements.

2022 2021
1,695,239 1,797,789
(1,513,113) (1,636,715)

180,968 136,178

14,352 47,090
138,365 130,628
(977,195) (786,227)
- (78,000)

: 1,035

159,428 144,399
(301,956) (243,823)
(588,739) 1,130,030
(75,795) (2,527,305)
(123,594) 31,575
337,342 2,899,730
(752,742) 1,290,207
(20,045) (26,097)
(772,787) 1,264,110
308,176 89,009
1,082,425 -
(939,040) (693,091)
. 2,207

939,436 597,995
(80,452) (357,939)
1,310,545 (361,819)
245,206 6,175
(181,296) (144,272)
(1,044,201) (377,950)
(2,728,132) (82,318)
2,777,077 621,783
(931,346) 23,418
(393,588) 925,709
1,529,660 603,951
1,136,072 1,529,660




National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2022
(All amounts are in Kuwaiti Dinar otherwise stated)

1.

2.2
2.2.1

Corporate information

The Parent Company is a Kuwaiti Public Shareholding Company registered and incorporated in Kuwait on

14 January 1979 whose shares are listed on the Kuwait Stock Exchange and the Dubai Financial Market.

The registered office of the Parent Company is located at Al —Raya Tower 2, Floor 45, Abdulaziz Al-Sager Street,

P.O. Box 25825 Safat Kuwait.

The Parent Company’s main activities are:

1. Manage its subsidiaries or participate in managing other companies in which it owns shares, provide the
necessary support, incorporate subsidiaries, or own shares or interests in Kuwaiti or foreign shareholding
companies and limited liability companies as well as managing, lending and guaranteeing the same with third
parties;

2. Utilize its funds for trading in shares, bonds and other financial securities;

Own properties and movables necessary for executing the activities within the limits permitted by law;

4. Finance and extend loans to companies in which it owns shares or interests, and guarantee the same with
third parties provided that the ownership of the Holding Company is not less than 20% of the share capital
of the Borrowing Company

5. Ownintellectual property rights, including patents, trademarks or industrial forms, franchise rights and other
moral rights and its utilization and leasing to the subsidiaries or others whether in Kuwait or abroad;

The Parent Company shall be entitled to carry out the above-mentioned activities as a principal or by proxy. The

Parent Company may have an interest or participate in any form with the entities, which carry out similar

activities or which may assist it in achieving its objectives in the state of Kuwait or abroad. The Parent Company

may buy or merge such entities.

These consolidated financial statements include the financial statements of the parent company and its

subsidiaries, collectively referred to as "the Group" (Note 25.1).

The consolidated financial statements for the year ended 31 December 2022 have been authorized for issuance

by the Board of Director on 29 March 2023. The Ordinary General Assembly of the shareholders of the Parent

Company have the authority to amend these consolidated financial statements after issuance.

2

Basis of Preparation and Significant Accounting Policies

Basis of Preparation

These consolidated financial statements have been prepared in conformity with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board {IASB) and interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC), under the historical cost
basis of measurement except for the measurement of the fair value of investments in equity instruments
through profit or loss or through other comprehensive income, as well as investments properties as described
in the accounting policies below.

Going concern

The directors have, at the time of approving the consolidated financial statements, a reasonable expectation
that the Group have adequate resources to continue in operational existence for the foreseeable future. Thus,
they continue to adopt the going concern basis of accounting in preparing the consolidated financial
statements.

Application of new and revised International Financial Reporting Standards (IFRS)

Effective for the current year

The accounting policies used in the preparation of these consolidated financial statements are consistent with
those used in the previous year except for the following new and amended IASB Standards during the year:

Standard, interpretation, Description Effective
amendments date
Amendment to {FRS 16, As a result of the coronavirus (COVID-19) pandemic, rent Annual
‘Leases’ — COVID-19 concessions have been granted to lessees. In May 2020, the IASB  periods
related rent concessions published an amendment to IFRS 16 that provided an optional beginning on
Extension of the practical  practical expedient for lessees from assessing whether a rent or after
expedient concession related to COVID-19 is a lease modification. On 31 1 April 2021

March 2021, the IASB published an additional amendment to
extend the date of the practical expedient from 30 June 2021 to
30 June 2022. Lessees can select to account for such rent
concessions in the same way as they would if they were not lease
modifications. In many cases, this will result in accounting for the
concession as variable lease payments in the period(s) in which
the event or condition that triggers the reduced payment occurs.

10



National International Holding Company K.S.C.P.
And its subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2022
(All amounts are in Kuwaiti Dinar otherwise stated)

2.2.2

A number of narrow-
scope amendments to
IFRS 3, IAS 16, 1AS 37 and
some annual
improvements on IFRS 1,
IFRS 9, IAS 41 and IFRS 16

Amendments to IFRS 3, ‘Business combinations’ update IFRS 3
so that it refers to the 2018 Conceptual Framework instead of
the 1989 Framework. They also add to IFRS 3 arequirement that,
for obligations within the scope of IAS 37 Provisions, Contingent
Liabilities and Contingent Assets, an acquirer applies IAS 37 to
determine whether at the acquisition date a present obligation
exists as a result of past events. For a levy that would be within
the scope of IFRIC 21 Levies, the acquirer applies IFRIC 21 to
determine whether the obligating event that gives rise to a
liability to pay the levy has occurred by the acquisition date
Amendments to |AS 16, ‘Property, plant and equipment’ prohibit
a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while
the company is preparing the asset for its intended use. Instead,
a company will recognise such sales proceeds and related cost in
statement of income.

Amendments to IAS 37, ‘Provisions, contingent liabilities and
contingent assets’- Cost of Fulfilling a Contract

The amendments specify that the cost of fulfilling a contract
comprises the costs that relate directly to the contract. Costs
that relate directly to a contract consist of both the incremental
costs of fulfilling that contract (examples would be direct labour
or materials) and an allocation of other costs that relate directly
to fulfilling contracts (an example would be the allocation of the
depreciation charge for an item of property, plant and
equipment used in fulfilling the contract).

Annual improvements make minor amendments to IFRS 1, ‘First-
time Adoption of IFRS’, IFRS 9, ‘Financial instruments’, IAS 41,
‘Agriculture’ and the lllustrative Examples accompanying IFRS
16, ‘Leases’.

Standards issued but not yet effective
At the date of authorization of these consolidated financial statements, the Group has not applied the
following new and revised IFRS Standards that have been issued but are not yet effective:

Standard, interpretation,
amendments

Amendments to IAS 1,
Presentation of financial
statements’, on
classification of liabilities

Description

The amendments clarify that the classification of liabilities as
current or non-current is based on rights that are in existence at
the end of the reporting period, specify that classification is
unaffected by expectations about whether an entity will exercise
its right to defer settlement of a liability, explain that rights are
in existence if covenants are complied with at the end of the
reporting period, and introduce a definition of ‘settlement’ to
make clear that settlement refers to the transfer to the
counterparty of cash, equity instruments, other assets or
services.

Note that the IASB has issued a new exposure draft proposing
changes to this amendment.

The IASB is currently considering further amendments to the
requirements in 1AS 1 on classification of liabilities as current or
non-current, including deferring the application of the January
2020 amendments.
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IAS 1 Presentation of The amendments change the requirements in IAS 1 with regard  Annual
Financial Statements and  to disclosure of accounting policies. The amendments replace periods
IFRS Practice Statement 2 ali instances of the term ‘significant accounting policies” with  beginning on
Making ‘material accounting policy information’. Accounting policy or after

Materiality Judgements—
Disclosure of Accounting
Policies

information is material if, when considered together with other
information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary
users of general purpose financial statements make on the basis
of those financial statements.

The IASB has also developed guidance and examples to explain
and demonstrate the application of the ‘four-step materiality
process’ described in IFRS Practice Statement 2.

1 January
2023

Narrow scope The amendments aim to improve accounting policy disclosures  Annual
amendments to IAS 1, and to help users of the financial statements to distinguish periods
IFRS Practice statement 2  between changes in accounting estimates and changes in beginning on
and IAS 8 accounting policies. or after

1 January
2023

Amendment to IAS 12- The amendments introduce a further exception from the initial  Annual
deferred tax related to recognition exemption. Under the amendments, an entity does periods
assets and liabilities not apply the initial recognition exemption for transactions that  beginning on
arising from a single give rise to equal taxable and deductible temporary differences. or after

transaction

1 January
2023.

IFRS 17, ‘Insurance This standard replaces IFRS 4, which currently permits a wide Annual
contracts’, as amended in  variety of practices in accounting for insurance contracts. IFRS  periods
June 2020 17 will fundamentally change the accounting by all entities that beginning on
issue insurance contracts and investment contracts with or after
discretionary participation features. 1 January
2023.
The amendment relates to insurers’ transition to the new
A narrow-scope . . . Annual
Standard only—it does not affect any other requirements in .
amendment to the IERS 17 periods
ition requirements . . . . inning on
FranSItlo ”eq r IFRS 17 and IFRS 9 Financial Instruments have different beginning
in IFRS 17 “Insurance ., . . . or after
” transition requirements. For some insurers, these differences
Contracts . . ) . 1 January
can cause temporary accounting mismatches between financial 2023

assets and insurance contract liabilities in the comparative
information they present in their financial statements when
applying IFRS 17 and IFRS 9 for the first time.

The amendment will help insurers to avoid these temporary
accounting mismatches and, therefore, will improve the
usefulness of comparative information for investors. It does this
by providing insurers with an option for the presentation of
comparative information about financial assets.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s consolidated financial statements for the period of initial application and adoption of these new
standards, interpretations and amendments may have no material impact on the consolidated financial
statements of the Group in the period of initial application.
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23
2.3.1

Significant accounting policies
Basis of consolidation
Subsidiaries

The consolidated financial statements incorporate the financial statements of the Parent Company and entities
controlled by the Parent Company and its subsidiaries. Control is achieved when the Company (a) has power over
the investee (b) is exposed, or has rights, to variable returns from its involvement with the investee and (c) has
the ability to use its power to affects its returns.

The Group reassess whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three components of controls listed above.

Consolidation of a subsidiary begins when the Parent Company obtains control over the subsidiary and ceases
when the Parent Company losses control over subsidiary. Specifically, income and expenses of subsidiary
acquired or disposed of during the year are included in the consolidated statement of income or other
comprehensive income from the date the Parent Company gains control until the date when the Parent Company
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Parent
Company and to the non-controlling interest. Total comprehensive income of subsidiaries is attributed to the
owners of the Parent Company 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 transactions, balances, income and expenses are eliminated in full on consolidation.

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing controi over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's interests and the non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Parent Company.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss and is calculated as the
difference between:

(A) The aggregate of the fair value of the consideration received and the fair value of any retained interest,

(B) The previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests.

All amounts previously recognised in other comprehensive income in relation to that subsidiary are accounted

for as if the Group had directly disposed of the related assets or liabilities of the subsidiary. The fair value of

any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value

on initial recognition for subsequent accounting under IFRS 9, when applicable, the cost on initial recognition

of an investment in an associate or a joint venture.

Business combinations

Acquisitions of businesses combination are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair
value at the acquisition date, except deferred tax assets or liabilities, liabilities or equity instruments related
to share based payment arrangements and assets that are classified as held for sale in which cases they are
accounted for in accordance with the related IFRS.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer's previously heid equity interest in the
acquiree over the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities
assumed. If, after reassessment, the net of the acquisition-date amounts of the identifiable assets acquired
and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer's previously held interest in the acquiree (if any),
the excess is recognised immediately in profit or loss as a bargain purchase gain.
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Non-controlling interests may be initially measured either at fair value or at the non-controlling interests'
proportionate share of the recognised amounts of the acquiree's identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (the date when the Group obtains control) and the resulting
gain or loss, if any, is recognised in the consolidated statement of income. Amounts, which have previously
been recognised in other comprehensive income, are reclassified to the statement of income as if that interest
was disposed off.

Business combinations involving entities under common control are excluded from IFRS 3 (revised)'s scope.
Management could use predecessor accounting. Predecessor accounting may lead to differences on
consolidation between the consideration given and the aggregate book value of the assets and liabilities (as at
the date of the transaction) of the acquired entity. The differences are included in equity in retained earnings
or in a separate reserve.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units
(or groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired.

If the recoverable amount of the cash-generating unit is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwill ailocated to the unit and then to the other assets
of the unit pro rata based on the carrying amount of each asset in the unit. Any impairment loss for goodwill
is recognised directly in profit or loss. An impairment loss recognised for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Investments in associates

An associate 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 control or joint control over
those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial statements
using the equity method of accounting, except when the investment, or a portion thereof, is classified as held
for sale, in which case it is accounted for in accordance with IFRS 5. Under the equity method, an investment
in an associate is initially recognised in the consolidated statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the profit or loss and other comprehensive income of the
associate. When the Group’s share of losses of an associate exceeds the Group’s interest in that associate
(which includes any long-term interests that, in substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of further losses. Additional losses are recognised only
to the extent that the Group has incurred legal or constructive obligations or made payments on behalf of the
associate.

On acquisition of the investment in an associate, any excess of the cost of the investment over the Group’s
share of the net fair value of the identifiable assets and liabilities of the investee is recognised as goodwill,
which is included within the carrying amount of the investment. Any excess of the Group’s share of the net fair
value of the identifiable assets and liabilities over the cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the investment is acquired.

The requirements of IAS 28 are applied to determine whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment in accordance with IAS 36 “Impairment of Assets”
(Note 4).
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2.3.2

When a Group entity transacts with an associate of the Group, profits and losses resulting from the
transactions with the associate are recognised in the Group’s consolidated financial statements only to
the extent of interests in the associate that are not related to the Group.

Financial instruments
Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised
immediately in consolidated statement of income.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.

Classification of financial assets

The financial assets are classified as follows:

- Amortised cost

- Equity instruments designated as at FVTOCI

- Financial assets at FVTPL

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

e The financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at FVTOCI:

e The financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at FVTPL.

Despite the aforegoing, the Group may make the following irrevocable election at initial recognition of a
financial asset:

e The Group may irrevocably elect to classifying in fair value of an equity investment in other comprehensive
income if certain criteria are met; and

e The Group may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria
as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant periods.

For financial instruments other than purchased or originated credit-impaired financial assets, the effective
interest rate is the rate that exactly discounts estimated future cash receipts (including all fees and points paid
or received that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial recognition. For
purchased or originated credit-impaired financial assets, a credit-adjusted effective interest rate is calculated
by discounting the estimated future cash flows, including expected credit losses, to the amortised cost of the
debt instrument on initial recognition.
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The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss
allowance. On the other hand, the gross carrying amount of a financial asset is the amortised cost of a financial
asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured subsequently
at amortised cost and at FVTOCI. For financial instruments other than purchased or originated credit-impaired
financial assets, interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset, except for financial assets that have subsequently become credit-impaired. For
financial assets that have subsequently become credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset. If, in subsequent reporting periods, the
credit risk on the credit-impaired financial instrument improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the effective interest rate to the gross carrying amount of
the financial asset.

For purchased or originated credit-impaired financial assets, the Group recognises interest income by applying
the credit-adjusted effective interest rate to the amortised cost of the financial asset from initial recognition.

The calculation does not revert to the gross basis even if the credit risk of the financial asset subsequently
improves so that the financial asset is no longer credit-impaired.

Interest income is recognised in statement of income.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured
at FVTPL. Specifically:

e Investments in equity instruments are classified as at FVTPL, unless the Group designates an equity
investment that is neither held for trading nor a contingent consideration arising from a business
combination as at FVTOCI on initial recognition.

e Debt instruments that do not meet the amortised cost criteria or the FVTOCI criteria are classified as at
FVTPL. In addition, debt instruments that meet either the amortised cost criteria or the FVTOCI criteria may
be designated as at FVTPL upon initial recognition if such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would arise from measuring assets or liabilities or
recognising the gains and losses on them on different bases.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value
gains or losses recognised in profit or loss to the extent they are not part of a designated hedging relationship.

Equity instruments designated as at FVTOC!

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to

designate investments in equity instruments as at FVTOCI. Designation at FVTOCI is not permitted if the equity

investment is held for trading or if it is contingent consideration recognised by an acquirer in a business

combination to which IFRS 3 applies.

A financial asset is held for trading if:

e |t has been acquired principally for the purpose of selling it in the near term; or

e On initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has evidence of a recent actual pattern of short-term profit-taking; or

e |t is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective
hedging instrument).

Investments in equity instruments designated as at FVTOCI are initially measured at fair value plus transaction

costs. Subsequently, they are measured at fair value with gains and losses arising from changes in fair value

recognised in other comprehensive income and accumulated in the investments revaluation reserve. The

cumulative gain or loss will not be reclassified to statement of income on disposal of these investments,

instead, they will be transferred to retained earnings.

Dividends on these investments in equity instruments are recognised in consolidated statement of income

when the Group’s right to receive the dividends clearly represent a recovery of part of the cost of the

investment. Dividends are included in the ‘investment income’ in consolidated statement of income.
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Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period. Specifically, for equity
instruments measured at FVTOCI, exchange differences are recognised in other comprehensive income in the
investments revaluation reserve.

Impairment of financial assets

The Group recognizes loss allowances for ECLs customers’ receivables, bank accounts, and purchased or

originated credit impaired financial assets those are not measured at FVTPL. No impairment loss is recognised

on equity investments.

With the exception of POCI financial assets (which are considered separately below), and customers

receivables for which the provision matrix method is used as a simplified approach, ECLs are required to be

measured through a loss allowance at an amount equal to:

- 12-month ECL that result from those default events on the financial instrument that are possible within 12
months after the reporting date, (referred to as Stage 1); or

- Full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the life of the financial
instrument, (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that financial

instrument has increased significantly since initial recognition. For all other financial instruments, ECLs are

measured at an amount equal to the 12-month ECL.

Purchased or originated credit-impaired (POC!) financial assets

For POCI an entity shall only recognise the cumulative changes in lifetime expected credit losses since initial

recognition. At each reporting date, an entity shall recognise in profit or loss the amount of the change in

lifetime expected credit losses as an impairment gain or loss.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another party. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Group retains substantially all the risks
and rewards of ownership of a transferred financial asset, the Group continues to recognise the financial asset
and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognised in consolidated statement of
income.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by an entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by an entity are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the Group's own equity instruments is recognised and deducted directly in equity. No gain or
loss is recognised in statement of income on the purchase, sale, issue or cancellation of the Group's own equity
instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at
FVTPL.
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23.5

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not 1) contingent consideration of an acquirer in a business combination, 2) held-
for trading, or 3) designated as at FVTPL, are subsequently measured at amortised cost using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at the
end of each reporting period, the foreign exchange gains and losses are determined based on the amortised
cost of the instruments. These foreign exchange gains and losses are recognised in the ‘other gains and losses’
line item in consolidated statement of income for financial liabilities that are not part of a designated hedging
relationship.

Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,

cancelled or they expire. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable, is recognized in consolidated statement of income.

Inventories

Finished goods are stated at the lower of weighted average cost. The cost of finished products includes direct
materials, direct labour and fixed and variable manufacturing overhead and other costs incurred in bringing
inventories to their present location and condition.

Spare parts are not intended for resale and are valued at cost after making allowance for any obsolete or slow
moving items. Cost is determined on a weighted average basis.

All other inventory items are valued at the lower of cost and net realisable value using the weighted average
method after making provision for any slow moving and obsolete stocks. Purchase cost includes the purchase
price, import duties, transportation, handling and other direct costs.

Investment properties

Investment properties are properties which have been acquired to earn rentals for long-term periods or for
capital appreciation. Investment properties are recognized upon acquisition at cost, including transaction
costs. Subsequently, investment properties are re-measured at fair value through independent authorized
appraisers and the lowest valuation shall be considered. Gains and losses arising from changes in the fair value
are recognized in the consolidated statement of income.

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from the disposal. Any gain or loss arising
on derecognition of the property (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the consolidated statement of income in the period in which the
property is derecognised.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and any impairment in value.
Depreciation is calculated on a straight-line basis over the estimated useful life of the applicable asset.

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 in the consolidated statement of income as the
expense is incurred.
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2.3.6

2.3.7

238

2.3.9

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 carrying
amount of the asset) is included in the consolidated statement of income 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.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired.
If any such indication exists, or when annual impairment testing for an asset is required, the Group makes an
estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or a
cash-generating unit’s fair value less costs to sell and its value in use and 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 and then its recoverable amount is assessed as part of the cash-generating unit to which it
belongs.

Where the carrying amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset (or
cash-generating unit) is considered impaired and is written down to its recoverable amount by recognizing
impairment loss in the consolidated statement of income.

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
(or cash-generating unit). In determining fair value less costs to sell, an appropriate valuation model is used.
These calculations are corroborated by available fair value indicators.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment loss is reversed only if there has been a change in
the estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognised. If that is the case, the carrying amount of the asset is increased to its recoverable amount. That
increased amount cannot exceed the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
consolidated statement of income.

Treasury shares

The Parent Company’s own shares are accounted for as treasury shares and are stated at cost. When the
treasury shares are sold, gains are credited to a separate account in equity (treasury shares reserve} which is
non-distributable. Any realised losses are charged to the same account to the extent of the credit balance on
that account. Any excess losses are charged to retained earnings then reserves. Gains realised subsequently
on the sale of treasury shares are first used to offset any previously recorded losses in the order of reserves,
retained earnings and the treasury shares reserve account. No cash dividend are distributed on these shares.
The issue of bonus shares increases the number of treasury shares proportionately and reduces the average
cost per share without affecting the total cost of treasury shares.

Employees’ end of service benefits

The Group provides end of service benefits to its expatriate employees in accordance with 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 in accordance with relevant labour law and the employees’
contracts. The expected costs of these benefits are accrued over the period of employment. This liability, which
is unfunded, represents the amount payable to each employee as a result of termination on the reporting
date.

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 of the obligation amount can be made.
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2.3.10

2.3.11

2.3.12

Foreign currencies

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’). The consolidated
financial statements are presented in ‘Kuwaiti Dinars’ (KD), which is the Group’s functional and presentation
currency.

Transactions and balances

Foreign currency transactions are translated into Kuwaiti Dinars using the exchange rates prevailing at the
dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Foreign exchange gains and losses are resulted
from the settlement of such transactions and from the translation at year-end in the consolidated statement
of income.

Revenue recognition
Dividend income is recognized when the right to receive the dividend is established.

Interest income / interest expense is calculated by applying the effective interest rate to the gross carrying
amount of the non-credit impaired financial assets (i.e., the amortized cost of the financial asset prior to the
adjustment for any expected credit loss allowance) or the amortized cost of the financial liabilities. For financial
assets which are credit impaired, interest income is calculated by applying the effective interest rate to the
amortized cost of credit impaired financial asset (i.e., the gross carrying amount less the expected credit loss).
For purchased or originated credit-impaired financial assets (POCI), the effective interest rate reflects the
expected credit losses in determining the expected future cash flows expected to be received from the
financial asset.

Revenues from services and goods of an activity are recognized at point in time, when the entity meets
performance obligation through transferring the right of use promised to the customer.

Rental income is recognized in accordance with the accounting policy No. 2.3.12 “Leases”.

Leases

Where the Group as a lessee

The Group assesses whether contract is or contains a lease, at inception of the Contract. The Group recognizes
a right of use asset and a corresponding lease liability on the date on which the lessor makes the asset available
for use by the Group (the commencement date).

On that date, the Group measures the right of use at cost, which comprises of:

e the amount of the initial measurement of the lease liability.

e any lease payments made at or before the commencement date, less any lease incentives received
e any initial direct costs, and

e an estimate of costs to be incurred to restoring the underlying asset to the condition required by the terms
and conditions of the lease as a consequence of having used the underlying asset during a particular
period; this is recognised as part of the cost of the right of use asset when the Group incurs the obligation
for those costs, which may be at the commencement date or as a consequence of having used the asset
during a particular period.

At the commencement date, the Group measures the lease liability at the present value of the lease payments
that are not paid at that date. On that date, the lease payments are discounted using the interest rate implicit
in the lease, if that rate can be readily determined. If that rate cannot be readily determined, the Group uses
its incremental borrowing rate.

Lease payments included in measurement of the lease liability comprise the following payments for the right
to use the underlying asset during the lease term that are not paid at the commencement date:

e fixed payments (including in-substance fixed payments), less any lease incentives receivable

e variable lease payment that are based on an index or a rate

e amounts expected to be payable by the lessee under residual value guarantees

e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
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e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

Payments associated with leases of short term leases and low-value assets are recognized on a straight-line
basis as an expense in consolidated statement of income.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on
which it is located or restore the underlying asset to the condition required by the terms and conditions of the
lease, a provision is recognised and measured under IAS 37. To the extent that the costs relate to a right-of-
use asset, the costs are included in the related right-of-use asset, unless those costs are incurred to produce
inventories.

Subsequent Measurement

According to usage nature of the leased asset, the Group classifies the asset within a group of related assets.
If the asset meets the definition of real estate investment “IAS 40”, the Group measures the asset based on
the accounting policy adopted in measuring real estate investments owned by the Group. However, if the asset
meets the definition of property, plant and equipment, the Group measures the asset as per the accounting
policy adopted in measuring the property, plant and equipment.

Generally, after the commencement date, the Group measures the right-of-use asset at cost less accumulated
depreciation and impairment losses. Depreciation is calculated on a straight line basis over the shorter of the
asset's useful life and the lease term. The Group determines whether a right of use asset is impaired and
recognizes any impairment loss identified in the consolidated statement of income. The depreciation starts at
the commencement date of the lease.

The Group applies 1AS 36 to determine whether a right-of-use asset is impaired and accounts for an identified
impairment loss.

After the commencement date, the Group measures lease liability by increasing the carrying amount to reflect
interest on the lease liability and reducing the carrying amount to reflect the lease payment made.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset) whenever:

e Thelease term has changed or there is a significant event or change in circumstances resulting in a change
in the assessment of exercise of a purchase option, in which case the lease liability is remeasured by
discounting the revised lease payments using a revised discount rate.

e The lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using an unchanged discount rate {unless the lease payments change is due to a change in a
floating interest rate, in which case a revised discount rate is used).

e Alease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured based on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the effective date of the modification.

Each lease payment is allocated between the liability and the finance cost. The finance cost is charged to
consolidated statement of income over the lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period. The constant periodic rate of interest is the discount
rate used at the initial measurement of lease liability.

For a contracts that contain a lease component and one or more additional lease or non-lease components,
the Group allocates the consideration in the contract to each lease component on the basis of the relative
stand-alone price of the lease component and the aggregate stand-alone price of the non-lease components.

Sale and leaseback

The Group enters into sale and leaseback transactions whereby it sells certain assets to a third-party and
immediately leases them back. Where sale proceeds received are judged to reflect the fair value, any gain or
loss arising on disposal is recognised in the consolidated statement of income, to the extent that it relates to
the rights that have been transferred. Gains and losses that relate to the rights that have been retained are
included in the carrying amount of the right of use asset recognised at commencement of the lease. Where
sale proceeds received are not at the fair value, any below market terms are recognised as a prepayment of
lease payments, and above market terms are recognised as additional financing provided by the lessor.
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2.3.13

A)

Where the Group as the lessor

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a
finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised on a straight-line basis over the lease term.

When a contract includes lease and non-lease components, the Group applies IFRS 15 to allocate consideration
under the contract to each component.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale. All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Financial risk management

Financial risk

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. Market risk is subdivided into interest rate
risk, foreign currency risk and equity price risk. It is also subject to operating risks. The independent risk control
process does not include business risks such as changes in the environment technology and industry. They are
monitored through the Group’s strategic planning process. The Board of Directors are ultimately responsible
for the overall risk management approach and for approving the risk strategies and principles.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. Management of the Group attempts to control credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continually assessing the
creditworthiness of counterparties.

The maximum credit risk is limited to the carrying values of financial assets as follows:

2022
Notes Credit Rating Calculation  Total value ECL Net Carrying
Internal  External Method of exposure Value
Cash at banks and financial 5 (i) A1/ A2 12 Months 1,135,856 - 1,135,856
institutions
Accounts receivable and 6 (ii) - Lifetime 2,347,102 (252,445) 2,094,657
other assets
Investment in debt 10 (ii) = Lifetime 9,850,000 - 9,850,000
instruments at amortized
cost
2021
Notes Credit Rating Calculation  Total value ECL Net Carrying
Internal  External Method of exposure Value

Cash at banks and financial 5 (i) A1/ A2 12 Months 1,529,543 - 1,529,543
institutions
Accounts receivable and 6 (ii) - Lifetime 2,342,210 (252,445) 2,089,765
other assets
Investment in debt 10 (ii) - Lifetime 9,292,453 - 9,292,453
instruments at amortized
cost
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(i)

(i)

B)

Q)

Although cash and cash equivalents is subject to impairment study as per IFRS 9 requirements, the impact of
ECL calculation is immaterial.

The Group applies the simplified approach in IFRS 9 to measure expected credit losses for all accounts
receivables and investment in debt instruments at amortized cost over the lifetime of the instrument. The
Group determines the credit losses for this item using provision matrix, which was estimated based on the
past experience of credit losses on the outstanding receivables that are adjusted to reflect the current and
future economic conditions.

The following table shows credit risk related to trade receivables as per provision matrix:

31 December 2022 31 December 2021
Aging brackets of trade receivables gross Expected Expected gross Expected Lifetime
carrying credit credit carrying credit ECL
amount lossrate  loss rate amount loss rate
at default at default
From 0 to 90 days 1,165,511 0.94% 10,956 1,390,843 0.53% 7,434
From 91 to 120 days 345,158 1.12% 3,866 141,365 1.59% 2,248
From 121 to 180 days 202,890 1.59% 3,226 119,998 2.89% 3,468
From 181 to 365 days 411,025 2.89% 11,879 483,661 6.81% 32,952
Above 365 days 222,518 100% 222,518 206,343 100% 206,343
2,347,102 252,445 2,342,210 252,445

The Group does not grant credit facilities unless it meets the normal requirements and activities of the Group,
taking into consideration the financial position, previous transactions and reputation of the customers.

The movement represents provisions for expected credit losses as follows:

2022 2021
Balance as at the beginning of the year 252,445 330,445
Reversal of provision during the year - (78,000)
Balance as at the end of the year 252,445 252,445

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its net funding requirements. Liquidity risk can
be caused by market disruptions or credit downgrades which may cause certain sources of funding to dry up
immediately. To guard against this risk, management has diversified funding sources and assets are managed
with liquidity in mind, maintaining a healthy balance of cash and cash equivalents, and readily marketable
securities.

The liquidity profile of financial liabilities reflects the projected cash flows which includes future finance costs
over the life of these financial liabilities. The table below summarizes the maturity profile of the Group’s
financial liabilities as at 31 December based on contractual undiscounted repayment obligations.

Less than 3to12 Over Total

3 months months 1 year
2022
Bank facilities 15,738 2,237,684 700,317 2,953,739
Accounts payable and other liabilities 208,854 618,822 5,011,200 5,838,876
Total liabilities 224,592 2,856,506 5,711,517 8,792,615

Less than 3to 12 Over Total

3 months months 1 year
2021
Bank facilities - 1,634,000 1,074,533 2,708,533
Accounts payable and other liabilities 26,361 684,657 5,240,702 5,951,720
Total liabilities 26,361 2,318,657 6,315,235 8,660,253
Market risk

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individual investment or its issuer or factors affecting all
investments traded in the market.
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Market risk is managed on the basis of pre-determined asset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industry concentration, a continuous
appraisal of market conditions and trends and management’s estimate of long and short term changes in fair
value.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of financial instrument will fluctuate because
of changes in market interest rates. The Group is exposed to interest rate risk on its bank overdrafts and
borrowings.

As at 31 December 2022, if the interest rate on bank facilities increase by 0.5%, with all other variables held
constant, the profit for the year would have been decreased by KD 14,769 (KD 18,534 - 2021).

Foreign currency risk

The table below indicates the effect of a reasonably possible movement of the currency rate against the
Kuwaiti Dinars on profit for the year and other comprehensive income, with all other variables held constant:

Increase/decrease Effect on Effect on other
in foreign currency profit for comprehensive
rate the year income
2022
US Dollars +/-5% 32 9,822
Euro +/-5% 30 635,232
Increase/decrease Effect on Effect on other
in foreign currency profit for comprehensive
rate the year income
2021
US Dollars +/-5% 32 11,197
Euro +/-5% 44 644,133

Equity price risk arises from the change in fair values of equity investments. The Group manages this risk
through diversification of investments in terms of industry concentration.

The following table demonstrates the sensitivity of the quoted investments’ values to reasonably possible
changes in equity prices, with all other variables held constant. The effect of decreases in equity prices is
expected to be equal and opposite to the effect of the increases shown.

The effect on Group’s results (as a result of a change in the fair value of investments at fair value through profit
or loss at 31 December) due to a reasonably possible change in market indices, with all other variables held
constant is as follows:

2022 2021
. . . Effect on
Change in Effect on profit Change in
Market indices equity price for the year equity price  profit for the year
Kuwait +/-5% 270,593 +/-5% 121,612

3.2 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 maximize shareholders’ value.
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The Capital structure of the Group consists of net debt (borrowings offset by cash and bank balances) and
equity of the Parent Company comprising issued capital, reserve and retained earnings.

2022 2021
Total borrowings 2,953,739 2,708,533
Less: cash and cash equivalents (1,136,072) (1,529,660)
Net debt 1,817,667 1,178,873
Total equity 37,247,020 38,786,329
Total capital 39,064,687 39,965,202
Gearing ratio% 5 3

The Group manages its capital structure and makes adjustments to it in light of changes in business conditions.
The Group’s current strategy is to maintain the external finance at minimum.

Fair values of financial instruments
The fair values of financial assets and financial liabilities are determined as follows:
e Level one: Quoted prices in active markets for identical financial instruments.

e Level two: Quoted prices in an active market for similar instruments. Quoted prices for identical assets or
liabilities in market that are not active. Inputs other than quoted prices that are observable for assets and
liabilities.

e Level three: Inputs for the asset or liabilities that are not based on observable market data.

The table below gives information about how the fair values of the financial assets are determined:

Financial assets Fair value as at Fair value Valuation Significant unobservable Relationship of
hierarchy technique(s) and input(s) unobservable inputs
Key input(s) to fair value

31/12/22 31/12/21
Investments at fair value

through profit or loss

Quoted shares 2,647,169 2,432,248 1 Bid prices - =
Unquoted 2,764,683 2,764,287 3 i} Peer market i) Peer market priceto i) Changes in market
shares price to book book value factorand ~ multiple and
value of similar discount for lack of discount rate will
companies in the market availability result change in fair
same industry ii) Discount rate and value
i) Discounted growth rate ii) The higher the
future cash discount rate, the
flows lower the fair value

Investments at fair value

through OCl
Local and foreign 16,203,713 17,445,254 3 i) Peer market i) Peer market price to i) Changes in market
equity securities price to book book value factorand  multiple and
“unquoted” value of similar discount for lack of discount rate will
companies in the market availability result change in fair
same industry it) Discount rate and value
ii) Discounted growth rate ii) The higher the
future cash discount rate, the
flows lower the fair value

The following table shows a reconciliation of the opening and closing amount of level 3:

2022 2021
Balance as at 1 January 20,209,541 16,726,920
Additions 939,040 3,077,467
Change in fair value during the year (2,180,185) 405,154
Balance as at 31 December 18,968,396 20,209,541
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The fair values of other financial assets and financial liabilities approximately equal its book value as at the
consolidated financial statements date. Investments in debt instruments at amortized cost amounted by KD
9,850,000 as at 31 December 2022 (KD 9,292,453 — 2021) are recognized using the effective interest rate
method.

4, Significant accounting judgement, estimates and assumptions

In the application of the Group's accounting policies, the Management is required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

Judgements:

Classification of financial instruments

On acquisition of an investment, the Group decides whether it should be classified as "FVTPL” or "FVTOCI".
The Group follows the guidance of IFRS 9 on classifying its investments.

The Group has classified its investments in equity instruments mainly as "FVTOCI" as these investments are
strategic investments, and are not traded actively.

The Group also classified the investments in debt instruments which were acquired during the year under the
financial assets at amortized cost. The Group has adopted the guidelines of IFRS 9, which resulted in
classification of such instruments as investments in debt instruments "purchased or originated credit-
impaired”.

Sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year:

Fair value measurements and valuation techniques

Certain assets and liabilities of the Group are measured at fair value for the purposes of preparing the financial
statements. The Group’s management determines the main appropriate techniques and inputs required for
measuring the fair value. In determining the fair value of assets and liabilities, management uses observable
market data as appropriate, in case no observable market data is available the Group uses an external valuer
qualified to do the valuation. Information regarding the required valuation techniques and inputs used to
determine the fair value of financial assets and liabilities is disclosed in notes 3.3.

Impairment in value of financial assets

The Group estimates the expected credit losses for all financial assets carried at amortized cost or fair value
through profit or loss, except for equity instruments. The determination of expected credit losses implies
significant use of internal and external data and assumptions. The amount of expected credit losses is affected
by changes in expected economic conditions and other factors. The experience of the Group's expected
historical credit losses as well as an expectation of economic conditions may not be considered evidence of a
customer's actual exposure to default in the future. Please refer to note 2.3.2 impairment of financial assets
for more information. The assessment of the relationship between observed historical default rates and
expected economic conditions, as well as expected credit losses, is significant estimation.

In respect of debt instruments classified at credit impaired level that are measured at amortized cost, the
Group estimates the expected cash flows of the recoverable amounts on an annual basis which are considered
to be a component of material uncertainty and require a high degree of appreciation. The effective interest
rate adjusted for credit risk is also a process that requires the exercise of significant judgments and estimates.
Impairment losses on these financial instruments are determined on the basis of the difference between the
discounted cash flows and the carrying amount (Note 10).
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Impairment of associates

Impairment testing of the associate is carried out when there is an indication of such impairment. Impairment
is assessed for the entire carrying value of the Group’s investment in the associates including goodwill,
therefore no impairment study for goodwill is required independently.

The impairment of the associate is assessed based on estimate of value in use. The calculation of the value in
use requires that the management estimate the expected future cash flows and an appropriate discount rate
to calculate the present value. An impairment loss may arise materially when the actual future cash flows are
less than expected.

The recovery value of the investment in associates had been determined, based on value in use calculations,
using cash flow projections based on financial budgets as follows:

2022 2021
Specialties Group Holding Company
Financial budgets cover period (years) 2023-2027 2022-2026
Discount rate (weighted average cost of capital) 9.64% 8.64%
Terminal growth rate 2% 5%

The discount rate reflects the current market assessment of risks specific to associates.

The Group has performed a sensitivity analysis by varying these input factors by a reasonably possible margin
and assessing whether the change in input factors result in investment being impaired.

Contingent liabilities

Contingent liabilities arise as a result of past events that are determined to exist only on the occurrence or
non-occurrence of an uncertain future event or events that are not entirely within the Group's control.
Provisions are recognized against liabilities when the loss is considered to be probable and can be estimated
reliably. The determination of whether or not a provision should be recorded against any contingent liability
is based on management's judgment.

5. Cash and cash equivalents
2022 2021
Cash at banks and financial institutions 265,745 1,429,428
Cash at clearing company 870,111 100,115
Cash on hand 216 117
1,136,072 1,529,660
6. Accounts receivable and other assets
2022 2021
Trade receivables 2,347,102 1,742,210
Due from selling of investment properties (*) - 600,000
Advance paid to acquire an investment - 150,000
Other receivables 382,126 248,279
2,729,228 2,740,489
Expected credit losses (252,445) (252,445)
2,476,783 2,488,044
(*) The remaining amount due from selling of investment properties was settled against credit balance due to
a creditor.
7. Inventories
2022 2021
Finished goods 259,322 229,436
Raw and packing materials (net of provision) 481,332 387,624
740,654 617,060
The cost of inventories recognized as expense in cost of sales during the current year in respect of operation
was KD 2,945,476 (KD 1,802,963 — 31 December 2021).
8. Investments at fair value through profit or loss
2022 2021
Quoted shares 2,647,169 2,432,248
Unquoted shares 2,764,683 2,764,287
5,411,852 5,196,535
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10.

11.

Fair value hierarchy disclosures for investments are provided in {(Note 3.3).

Investments at fair value through profit or loss include securities with fair value of KD 2,764,683 as at
31 December 2022 (KD 2,764,287 - 31 December 2021) pledged as collateral against credit facilities granted
by a local bank.

Investments at fair value through profit or loss include securities with fair value of KD 995,739 as at
31 December 2022 pledged as collateral against the amount due to a margin trading broker.

Investments at fair value through OCI

2022 2021
Unquoted foreign equity securities 12,901,085 13,106,610
Unguoted local equity securities 3,302,628 4,338,644
16,203,713 17,445,254

Fair value hierarchy disclosures for investments are provided in (Note 3.3).

Investments at fair value through OCI are not subject to impairment, and their cumulated changes in fair value
included in the investments revaluation reserve is not subsequently reclassified to statement of income.

Investments in debt instruments at amortized cost

During 2018, the Group acquired credit impaired debt instruments (sukuk) for contractual amount of
KD 10.5M.

The Group's management expects to obtain future cash flows during 2023 amounted by KD 9,850,000.
The present value of expected cash flows of the acquired debt instruments is estimated based on discount rate
of 6%.

The Interest income recorded during the current year from these instruments are amounted to KD 557,547
(KD 741,797 -2021).

Investment in associates

Country of Principal 2022 2021
Company name incorporation activity
% Carrying % Carrying
value value
Coast Development and
Investment Company Kuwait Investment 31.65 6,715,527 31.65 6,695,785
Specialties Group Holding
Company Kuwait Investment Holding 31.54 7,214,537 31.54 6,943,859
13,930,064 13,639,644
The movement over investment in associates summarized as below:
2022 2021
Opening balance 13,639,644 12,490,649
Share of results 1,513,113 1,636,715
Share of other comprehensive losses (140,268) (487,720)
Cash dividends (1,082,425) -
13,930,064 13,639,644

The Group's share in the results and other comprehensive losses of the associates is calculated based on the
audited financial statements for the year ended 31 December 2022.

The fair value based on quoted price (level 1) for the investment in Coast Development and Investment
Company and Specialties Group Holding Company is KD 12,216,967 as at 31 December 2022
(KD 15,308,007 — 2021) and KD 5,506,380 (KD 6,187,500 - 2021) respectively.

The Group’s 98% of its owned shares of Specialties Group Holding Company are pledged against credit facilities
granted by a local bank.

During the current year, the Group carried out a review of the recoverable amount of an associated company
“Specialties Group Holding Company”. The fair value less costs of disposal is less than the value in use and
hence the recoverable amount of this associate has been determined on the basis of value in use. The
recoverable amount approximately equals to the carrying value, accordingly no impairment in value was
recorded.
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12,

13.

The following is summary of the financial information of the associates based on the latest available financial

statements which have been prepared in accordance with IFRS:
Coast Development and Investment Company

Revenues

Profit for the year

Other comprehensive {loss) / income for the year

Total comprehensive income / (loss) for the year attributable to

shareholders

Total assets

Total Liabilities
Non-controlling interests
Total equity

Ownership %

Associate’s carrying value

Specialties Group Holding Company

Revenues

Profit for the year

Other comprehensive income / {loss) for the year

Total comprehensive income for the year attributable to shareholders
Total assets

Total Liabilities

Non-controlling interests

Total equity

Ownership %

Less: impairment losses
Associate’s carrying value

Investment properties

2022 2021
3,976,260 5,449,843
2,730,846 3,919,495

(343,358) (1,516,979)
2,384,980 2,415,690
26,501,936 26,686,496
5,283,842 5,511,872
> 18,906
21,218,094 21,155,718
31.65 31.65
6,715,527 6,695,785
2022 2021
16,483,110 22,339,773
2,029,312 1,473,691
82,645 (12,265)
2,111,957 1,461,426
41,688,445 37,013,640
13,844,799 9,771,608
278,878 535,470
27,564,768 26,706,562
31.54 31.54
8,693,928 8,423,250
(1,479,391) {(1,479,391)
7,214,537 6,943,859

During the current year, the Group disposed investment properties with a carrying value of KD 953,788 which
resulted loss from sale amounted to KD 14,352 included in the consolidated statement of income for the

current year (KD 48,125 — 2021).

Property and equipment

Machinery Other Projects
Leasehold -
Lands Buildings 'fmd assets under_ Total
equipment constructions
Cost
As at 1 January 2021 3,360,597 237,205 625,253 458,761 644,867 5,326,683
Additions - 850 2,344 87,350 267,395 357,939
As at 31 December 2021 3,360,597 238,055 627,597 546,111 912,262 5,684,622
Additions . - 16,473 418 63,561 80,452
Disposals - - - (4,094) - (4,094)
As at 31 December 2022 3,360,597 238,055 644,070 542,435 975,823 5,760,980
Accumulated depreciation
As at 1 January 2021 67,121 109,249 342,644 320,611 - 839,625
Charge for the year - 19,272 45,217 71,689 - 136,178
As at 31 December 2021 67,121 128,521 387,861 392,300 - 975,803
Charge for the year - 18,092 39,934 122,939 - 180,965
Disposals - - - (4,091) - (4,091)
As at 31 December 2022 67,121 146,613 427,795 511,148 - 1,152,677
Net book values
As at 31 December 2022 3,293,476 91,442 216,275 31,287 975,823 4,608,303
As at 31 December 2021 3,293,476 109,534 239,736 153,811 912,262 4,708,819
Annual depreciation rates 4%-20% 5%-33.33% 33.33% -
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14.

15.

16.

17.

Buildings are constructed on lands leased from the Public Authority for Industry, State of Kuwait for a period
ending 2024 and 2025. The Group has mortgaged nine plots to local banks against bank facilities
(Note 14).

The fair value of leasehold lands and buildings build on amounting to KD 3,860,000 as of 31 December 2022
(KD 3,860,000 - 2021) based on valuation from independent authorized valuer.

Bank facilities

2022 2021
Bank overdraft 529,917 651,828
Wakala and murabha payable 2,423,822 2,056,705
2,953,739 2,708,533

The effective average interest rate on Wakala and murabaha payable is 3.5% - 4.5% (3.5% - 4.5% - 2021).
Following is the maturity of the bank facilities;

2022 2021
Within 1 year 2,253,422 1,634,000
More than 1 year 700,317 1,074,533
2,953,739 2,708,533
The bank facilities are granted to the Group against the following assets;
2022 2021
Investments at fair value through profit or loss (Note 8) 2,764,683 2,764,287
Investment in an associate (Note 11) 7,074,883 6,804,982
Property and equipment (Note 13) 4,217,181 4,259,728

14,056,747 13,828,997

In addition to that, the Group has pledged 48.46% of the shares of Al Ahlia Chemical Company “the Subsidiary”
of the Group (Note 25).

Accounts payable and other liabilities

2022 2021

Trade payables 1,069,093 808,711
Advances received 208,854 26,361
Accrued expenses 618,822 684,657
Dividends payables 233,741 208,429
Employees’ end of service benefits 989,873 871,553
Lease liability 198,633 236,672
Due to a margin trading broker 378,750 -
Other liabilities 2,141,110 3,115,337

5,838,876 5,951,720

Share capital

On 30 May 2022, the Parent Company’s General Assembly approved distributing bonus shares dividends of 3%
for the year ended 31 December 2021. The number of issued and fully paid-up shares were increased by issuing
6,831,641 bonus shares amounting to KD 683,164. On 3 July 2022, the increase of share capital by issuing
bonus shares was registered in the Commercial Register.

The authorized, issued and full paid up share capital becomes KD 23,455,302 distributed over 234,553,016
shares as of 31 December 2022 (KD 22,772,138 distributed over 227,721,375 shares as of 31 December 2021),
at a nominal value of 100 fils per share, and all shares are paid in cash.

Reserves

Statutory reserve

As required by the Companies Law and the Parent Company’s Articles of Association, 10% of the profit for the
year before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration has been transferred to
statutory reserve. The Parent Company may resolve to discontinue such annual transfers when the reserve
totals 50% of the issued share capital. Distribution of the statutory reserve is limited to the amount required
to enable the payment of a dividend of 5% of paid up share capital to be made in years when retained earnings
are not sufficient for the payment of a dividend of that amount.
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General reserve

As required by the Parent Company’s Articles of Association, 10% of the profit for the year before contribution
to KFAS, NLST, Zakat and Board of Directors’ remuneration is required to be transferred to general reserve
based on recommendation of the Board of Directors and subject to the approval of the General Assembly of
the Parent Company’s shareholders. Such annual transfer may be increased or discontinued by a resolution of
the General Assembly of the Parent Company’s shareholders upon recommendation from the Parent
Company’s Board of Directors.

18. Treasury shares
2022 2021
Number of shares 13,449,885 13,818,717
Percentage of issued shares (%) 6 6
Market value (KD) 1,708,135 2,086,626
The Parent Company is required to retain reserves and retained earnings equivalent to the cost of treasury
shares throughout the year, in which they are held by the Parent Company, in accordance with the instructions
of the relevant regulatory authorities. These shares are not pledged.
During the current year, the Group has signed a Liquidity Agreement with the market provider (Liquidity
Provider) for providing liquidity to the issuer’s securities listed in Boursa Kuwait. During previous year, the
Group has signed a Liquidity Agreement with the market maker (Liquidity Provider) for providing liquidity to
the issuer’s securities listed in Dubai Financial Market.
19. Net investment income
2022 2021
Investments at fair value through profit or loss
Realised gain 250,994 63,288
Change in fair value ‘ (139,522) (107,867)
Dividends income 308,176 89,009
419,648 44,430
Investments in debt instruments at amortized cost
Interest income 557,547 741,797
977,195 786,227
20. Gross profit from operating activities
2022 2021
Sales 4,320,538 3,343,906
Cost of sales (3,394,572) (2,393,762)
925,966 950,144
The breakdown of sales is as follows:-
2022 2021
Sale of manufactured materials (Points at time) 3,727,893 2,923,029
Sale of trading materials (Points at time) 592,645 420,877
4,320,538 3,343,906
The breakdown of cost of sales is as follows:-
2022 2021
Material costs 2,945,476 1,802,963
Staff costs 326,161 243,833
Depreciation 48,819 57,099
Others 74,116 289,867
3,394,572 2,393,762
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21.

22,

23.

24,

25.
25.1.1

Other income

2022 2021
Other income 29,199 83,353
Reversal of ECL provision - 78,000
29,199 161,353
Net loss from investment properties
2022 2021
Loss on sale (14,352) (47,090)
Change in fair value - (1,035)
(14,352) (48,125)
Other expenses
2022 2021
Staff cost 1,105,140 963,651
Others 426,540 518,480
1,531,680 1,482,131

Basic and diluted earnings per share

Basic earnings per share is calculated by dividing the net profit for the year by the weighted average number
of ordinary shares outstanding during the year (excluding treasury shares). Diluted earnings per share is
calculated by dividing the profit for the year by the weighted average number of ordinary shares outstanding
during the year (excluding treasury shares) plus the weighted average number of ordinary shares that would
be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares. As at 31
December, the Parent Company had no outstanding dilutive potential shares.

The basic earnings per share is calculated based on the profit for the year divided by the weighted average
number of shares outstanding, less treasury shares, during the year is as follows:

2022 2021
Net profit for the year (KD) 1,721,578 1,793,941
Weighted average number of ordinary shares outstanding during the year
(excluding treasury shares) 220,016,821 211,745,847
Basic and diluted earnings per share (fils) 7.82 8.47

Basic and diluted shares earnings per shares for comparative periods has been adjusted to reflect the effect of
bonus shares issued during the current year (Note 16).

Investment in subsidiaries

Subsidiaries

The consolidated financial statements includes the financial statements of the Parent Company and its
subsidiaries, together referred to as “the Group” as follows:

Country of Principal Effective interest
incorporation activity (%)

Company Name 2022 2021
Al-Ola National Real Estate Company sole Real estate
proprietorship Kuwait activities 100 100
Al-Ghad Project Management Company sole Real estate projects
proprietorship Kuwait management 100 100
Al-Ghad International General Trading W.L.L. Kuwait General Trading 100 100
Asoul Sukuk Musharaka for General Trading
W.L.L Kuwait General Trading 100 100
Smart Wood for General Trading Company W.L.L Kuwait General Trading tag 54.8
Ahlia Chemicals Company K.S.C.C. Kuwait Manufacturing 62.6 62.6

The financial statements of the subsidiaries have been consolidated based on audited financial statements as
at 31 December 2022.

During previous year, the Parent Company sold a stake of 25% from Smart Wood for General Trading in
exchange for acquiring unquoted shares with an amount of KD 2.4 million, no gain or loss resulted from this
transaction.
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25.1.2 Subsidiaries in which non-controlling interests hold significant rights

26.

27.

Below is a summary of the financial information of the Group's subsidiaries in which non-controlling interests
hold significant rights:

Al Ahlia Chemicals Company K.S.C.C 2022 2021

Current assets 3,413,563 2,527,566
Non-current assets 7,051,343 7,050,988
Current Liabilities 2,407,375 1,878,143
Non-current Liabilities 844,328 498,915
Total Equity 7,213,203 7,201,496
Revenues 4,320,538 3,143,906
Net profit for the year 18,247 101,532
Net change in cash flows 25,810 (12,245)
Smart Wood for General Trading Company W.L.L 2022 2021

Current assets 643 651
Non-current assets 12,704,809 12,882,831
Current Liabilities 837 837
Total Equity 12,704,615 12,882,645
Revenues - 27
Net loss for the year (73,370) (75,498)
Net change in cash flows (10) 42

Related party transactions

These related party is the main shareholders, directors, executive officers and key management personnel of
the Group and close members of their families and companies of which they are principal owners or over which
they are able to exercise control or significant influence. The Parent Company’s management approves pricing
policies and terms of these transactions with the related party.

In addition to the mentioned in Note 25.1, Balances and transactions with related parties included in the
consolidated financial statements are as follows:

2022 2021

Transactions: (Key Management Compensation)

Salaries and short-term benefits 334,104 323,022
Employees’ end of service benefits 56,077 56,030
Board of Directors’ remuneration 40,000 50,000
Board committee remuneration 6,200 4,800
Balances arising from such transactions

Accrued expenses 82,474 94,022
Employees’ end of service benefits 414,679 358,602
Board of Directors’ remuneration 40,000 50,000

Segmental information

The Group is classified into business units based on their products and services, and has three reportable
operating segments as follows:

" Financial investing activities comprise participation in financial and real estate funds and managing the
Group’s liquidity requirements; and

= Real estate investing activities comprise investing and trading in real estate and construction or
development of real estate for the purpose of sale in the ordinary course of business and other related real
estate services.

= |ndustrial activities comprise manufacturing and selling of chemical products.
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28.

29.

30.

The segment reporting information is as follows:

2022
Industrial Real estate Financial Unallocated Total
activities investing investing
activities activities
Segments revenues 4,320,538 (14,352) 2,490,308 29,199 6,825,693
Segments expenses (4,025,314) - (1,105,140) - (5,130,454)
Total segments’ results 295,224 (14,352) 1,385,168 29,199 1,695,239
Segments assets 8,961.812 - 45,395,629 - 54,357,441
Segment liabilities 2,953,739 - 5,838,876 - 8,792,615
2021
Industrial Real estate Financial Unallocated Total
activities investing investing
activities activities
Segments revenues 3,343,906 (48,125) 2,422,942 161,353 5,880,076
Segments expenses (3,118,636) - (963,651) - (4,082,287)
Total segments’ results 225,270 (48,125) 1,459,291 161,353 1,797,789
Segments assets 9,343,583 953,788 45,573,886 - 55,871,257
Segment liabilities 2,708,533 - 5,951,720 - 8,660,253

Cash dividends

On 29 March 2023, the Parent Company’s Board of Directors proposed distributing cash dividends of 5%
( 5 fils per share), bonus shares dividends of 1% for the year ended 31 December 2022. In addition, the Board
of Directors proposed distributing Board of Directors’ remuneration amounting to KD 40,000 for the year
ended 31 December 2022 subject to the Shareholders’ approval at the general assembly meeting.

On 30 May 2022, the Parent Company’s General Assembly of shareholders approved the consolidated financial
statements for the year ended 31 December 2021 and approved the Board of Directors’ proposal of
distributing cash dividends of 5% (5 fils per share), bonus shares dividends of 3% for the year ended
31 December 2021 and Board of Directors’ remuneration amounting to KD 50,000 for the same year.

Commitments and contingent liabilities

2022 2021
Letters of guarantee 293,317 293,317
Letters of credit and acceptance 245,533 150,837

538,850 444,154

Legal cases

The judgements were issued by Court of Appeal and Court of Cassation in favor of the Group concerning the
lawsuits of nullifying the share capital increase as well as a call for holding the extraordinary general assembly
meeting relating to a subsidiary owned by 62.6%. In addition, there are first instance judgments in favor of the
Group in one of the related lawsuits deliberated before Capital Markets Court. Based on the Attorney’s
opinion, it is likely that all lawsuits shall be adjudicated in favor of the Group. The net carrying amount of
investment in the Subsidiary is amounting to KD 4.5 million approximately as at 31 December 2022.

34



