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Report on review of interim condensed consolidated financial information

To the board of directors of
Arzan Financial Group for Financing and Investment - KPSC
Kuwait

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
Arzan Financial Group for Financing and Investment - KPSC (a Kuwaiti Public Shareholding Company) (the
“parent company”) and its subsidiaries (together the “group”) as at 30 June 2015 and the related interim condensed
consolidated statements of profit or loss, profit or loss and other comprehensive income, changes in equity and
cash flows for the six-month period then ended. Management 1s responsible for the preparation and pr_esentation of
this interim condensed consolidated financial information in accordance with the basis of presentation set out in
Note 2. Our rcsponslbﬂlty is to express a conclusion or? this interim condensed consolidated financial information
based on our review.

Scape of review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidated financial information is not prepared, in all material respects, in accordance with the basis
of presentation set out in Note 2.

Report on review of other legal and regulatory requirements

Based on our review, the interim condensed consolidated financial information is in agreement with the books of
the parent company. We further report that, to the best of our knowledge and belief, no violations of the
Companies Law No. 25 of 2012 and its executive regulations or of the Articles of Association and Memorandum of
Incorporation of the parent company, as amended, have occurred during the six-month period ended 30 June 2015
that might have had a material effect on the business or financial position of the parent company, except for the
matter discussed in note (1) to the interim condensed consolidated financial information with respect to the
separation of the powers of the chief executive officer and the chairman.

We also report that during our review and to the best of our knowledge and belief, nothing has come to our
attention that indicates any material violations to Law No. (7) of 2010 relating to the Capital Markets Authority and
the instructions thereto, during the six-month period ended 30 June 2015.

We further report that, during the course of our review, we have not become aware of any material violations
during the six-month period ended 30 June 2015 of the provisions of Law No. 32 of 1968, as amended, concerning
currency, the Ce nk of Kuwait and the organisation of banking business, and its related regulations.
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Abdullatif M. Al-Aiban (CPA) Ali A. Al-Hasawi
(Licence No. 94-A) (Licence No. 30-A)
of Grant Thornton — Al-Qatami, Al-Aiban & Partners of Rodl Middle East
Burgan — International Accountants
Kuwait
14 July 2015
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Arzan Financial Group for Financing and Investment - KPSC
interim Condensed Consolidated Financial Information

30 June 2015 (Unaudited)

Interim condensed consolidated statement of profit or loss

Three months ended

Six months ended

30 June 30 June 30 June 30 June
2015 2014 2015 2014
Notes (Unaudited) (Unaudited) (Unaudited) (Unaudited)
KD KD KD KD
Revenue
Income from instalment credit debtors 759,585 345,865 1,761,469 466,850
Rental income 38,734 40,678 83,721 81,355
Interest income 64,300 51,126 132,012 292,844
Profit on sale of investments at fair value through
profit or loss 2,100 197,060 16,367 294,058
Change in fair value of investments at fair value
through profit or loss 121,855 (5667,967) 97,533 288,176
(Loss)/profit on sale of available for sale
investments (107,186) (61,543) (96,187) 569,513
Share of results of associates 19 232,528 711,908 612,330 798,804
Reversal of provision for instalment credit debtors-
net - 896,145 - 870,757
Dividend income 703,261 433,341 1,903,437 1,393,289
Brokerage income 152,078 82,324 305,269 167,602
Advisory fees 634,137 38,876 1,127,523 361,642
Gain/(loss) on foreign currency exchange 13,477 72,928 (19,250) 41,814
Other income 109,272 92,581 203,272 126,119
2,724,141 2,333,322 6,127,496 5,752,823
Expenses and other charges
Staff costs (734,798) (502,853) (1,412,419) (1,142,175)
General and administrative expenses (391,059) (347,538) (1,133,095) (778,158)
Finance costs (285,472) (439,453) (514,770) (919,737)
Provision for instalment credit debtors (98,873) - (142,018) =
Depreciation (72,543) (49,087) (139,326) (96,221)
(1,582,745) (1,338,931) (3,341,628) (2,936,291)
Profit for the period before provisions for
contribution to KFAS, National Labour
Support Tax and Zakat 1,141,396 994 391 2,785,868 2,816,532
Contribution to Kuwait Foundation for the
Advancement of Sciences (KFAS) (11,921) (28,165) (25,735) (28,165)
Provision for National Labour Support Tax (NLST) (15,718) (14,390) (50,912) (58,735)
Provision for Zakat (10,857) (4,166) (17,133) (12,2386)
Profit for the period 1,102,900 947,670 2,692,088 2,717,396
Attributable to:
Shareholders of the parent company 584,988 846,625 2,136,444 2,653,201
Non-controlling interests 517,912 101,045 555,644 64,195
1,102,900 947,670 2,692,088 2,717,396
Basic and diluted earnings per share attributable
to the shareholders of the parent company
(Fils) 6 0.734 1.062 2.681

3.327

The notes set out on pages 8 to 23 form an integral part of this interim condensed consolidated financial information.
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Arzan Financial Group for Financing and Investment - KPSC
interim Condensed Consolidated Financial Information

30 June 2015 (Unaudited)

(8]

Interim condensed consolidated statement of profit or loss
and other comprehensive income

Three months ended

Six months ended

30 June 30 June 30 June 30 June
2015 2014 2015 2014
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
KD KD KD KD
Profit for the period 1,102,900 947,670 2,692,088 2,717,396
Other comprehensive income/(loss): ’
Iltems that will be reclassified subsequently to
consolidated statement of profit or loss:
Exchange differences arising on translation of
foreign operations 1,635,754 (18,138) 1,117,037 (38,586)
Available for sale investments:
- Net change in fair value arising during the period 323,665 (6,012,856) 764,667 (8,702,102)
- Transferred to consolidated statement of profit or
loss on sale 8,155 37,679 8,155 (428,925)
Total other comprehensive income/(loss) for
the period 1,967,574  (5,993,315) 1,889,859 (9,169,613)
Total comprehensive income/(loss) for the
period 3,070,474  (5,045,645) 4,581,947  (6,452,217)
Attributable to:
Shareholders of the parent company 1,203,929 (5,232,617) 3,172,326 (6.669,319)
Non-controlling interests 1,866,545 186,972 1,409,621 217,102
3,070,474 (5,045,645) 4,581,947 (6,452,217)

The notes set out on pages 8 to 23 form an integral part of this interim condensed consolidated financial information.
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Arzan Financial Group for Financing and Investment - KPSC 4
Interim Condensed Consolidated Financial Information
30 June 2015 (Unaudited)
Interim condensed consolidated statement of financial
position
30 June 31 Dec. 30 June
2015 2014 2014
Notes (Unaudited) (Audited) (Unaudited)
KD KD KD
Assets
Cash and cash equivalents 7 6,270,229 9,566,645 9,941,842
Instalment credit debtors 8 15,740,235 14,549,898 11,044,093
Investments at fair value through profit or loss 9 7,685,205 5,640,753 6,875,652
Accounts receivable and other assets 4,998,714 6,200,635 5,278,941
Due from related parties 20 731,098 1,002,023 783,537
Properties held for trading 1,503,625 1,510,290 1,844,450
Available for sale investments 10 91,370,800 87,044,475 66,658,124
Investment in associates R 51,053,947 53,143,043 54,574,058
Investment in real estate under development 12 4,765,920 = =
Investment properties 1,861,591 1,891,123 1,920,654
Property and equipment 3,362,146 3,155,709 2,871,417
Total assets 189,343,510 183,704,594 161,792,768
Liabilities and equity
Liabilities
Due to banks 13 4,452,881 2,683,248 3,291,255
Accounts payable and other liabilities 7,249,196 7,119,902 6,780,478
Due to related parties 20 334,297 424 547 400,568
Term loans 14 10,101,349 11,660,000 9,180,000
Murabaha payable 15 5,200,000 5,200,000 6,000,000
Provision for employees’ end of service benefits 810,494 721,432 610,855
Total liabilities 28,148,217 27,809,129 26,263,156
Equity
Share capital 80,288,257 80,288,257 80,288,257
Share premium 27,142,826 27,142,826 27,167,395
Treasury shares 16 (557,080) (557,080) (529,299)
Legal reserve 375,497 375,497 -
Voluntary reserve 375,497 375,497 -
Foreign currency translation reserve 275,777 12,717 (187,775)
Fair value reserve 2,957,010 2,184,188 5,434,834
Retained earnings 5,060,143 2,923,699 2,653,201
Total equity attributable to the shareholders of the
parent company 115,917,927 112,745,601 114,826,613
Non-controlling interests 45,277,366 43,149,864 20,702,999
Total equity 161,195,293 155,895,465 135,529,612
189,343,510 183,704,594 161,792,768

Total liabilities and equity

Jassem Hasan Zainal
Chairman and Chief Executiv

e Officer

The notes set out on pages 8 to 23 form an integral part of this interim condensed consolidated financial information.
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frzan Financial Group for Financing aud bavaestiment - BPSC K
Enterim Condensed Consolidatad Financiat nformation
G4 Fune 2045 {Unaodited)
L] L]
Interim condensed consolidated statement of cash flows
Six months Six months
ended 30 ended 30
June 2015 June 2014
Notes {Unaudited) (Unaudited}
KD KD
QOPERATING ACTIVITIES
Profit for the period 2,692,088 2,717,396
Adjustments:
interest income {132,012} {292 844)
Dividend income (1,903,437} (1,393,289)
Loss/(profit) on sale of available for sale investmenis 96,187 {569.513)
Share of results of associates 11 {612,330} (798,804)
Provision/(reversal of provision} for instalment credit debtors — net 142,018 {870,757)
Depreciation 139,326 96,221
Finance costs 514,770 919,737
Provision for employees’ end of service benefits 209,612 81,389
1,146,222 {110,464)
Changes in operating assets and liabilities:
instalment credit debtors {1,332,355) {719,070)
Invesiments ai fair value through profit or loss {2,044,452) 1,244,541
Held to maturity investments - 283,050
Accounts receivable and other assets {963,999) (545,109)
Due from / to related parties 180,675 (262,563)
Accounts payable and other liabilities 129,294 (711,652)
Employees' end of service benefits paid (64,255} (50,389)
Net cash used in operating activities {2,948,870) (871,656)
INVESTING ACTIVITIES
Net purchase of property and equipment (316,231} {214,977)
Purchase of available for sale investments (17,700,315} (1.533,630)
Praceeds from sale of available for sale investments 14,042,470 2,287,807
Dividend income received 1,903,437 1,393,289
Dividend received from associates 11 824,923 276,599
interest income received 132,012 292,844
Net cash (used in)/from investing acfivities - (1,113,704} 2,501,932
FINANCING ACTIVITIES
Net change in due o banks 1,769,633 916,600
Repayment of term loans {1,558,651) (6,820,000)
Repayment of murabaha payable - {800,000)
Purchase of treasury shares - {112,459)
Sale of treasury shares - 130,413
Proceeds from disposal of partial interests in subsidiaries 717,881 3,866,268
Finance costs paid (514,770} {919,737)
Net cash fromf{used in) financing activities 414,093 (3,738,815
Net decrease in cash and cash equivalents (3,648,481) (2,108,635)
Foreign currency adjustment 352,065 (11,665)
Cash and cash equivalents at beginning of the period 9,666,645 12,062,146
Cash and cash equivatents at end of the period 6,270,229 9,941,842
Non-cash transaction (note 12}
Invesiment in real estate under development 4,765,920 -
Accounts receivable and other assets (2,165,920)
Investment in associates {2,600,000)

e notes set out on pases 8w 23 form an integral part of this interoi condensed consolidated finaneial information.




Brzan Pinancial Group for Financing and Investment - WESC g
Interim Condensed Consolidated Financizl Information
30 Sune 2015 (Unaudited)

Notes to the interim condensed consolidated financial
information

1 incorporation and activities

Arzan Financial Group for Financing and Investment — KPSC (the “parent company”) was incorporated in
Kuwait on 15 April 1980 in accordance with the Companies Law under the name of International Transport
Equipment Company - KSC (Closed). On 14 December 1996 an extraordinary general assembly resolved to
change the name of the parent company to International Mutrabaha Company — KSC (Closed). Lates, on 24
Aptil 2002 an extraordinary general assembly resolved to change the name of the parent company to
International Finance Company — KPSC and to expand ils permifted activities,

The extraordinary general assembly held on 24 July 2013 approved (o change the name of the parent
company from International Finance Company — KSCC to Arzan Financial Group for Financing and
Investment — KKPSC which has been registered in the commercial register under No. 20629 on 11 November
2013,

The parent company is listed on the Kuwait Stock fixchanpe and is governed under the directives of Central
Bank of Kuwait and Capital Markets Authority.

The group comprises the parent company and its subsidiaries (together referred as “the group™).

The exteaordinary general assembly held on 26 June 2014 approved the amendment of the parent company’s
objectives to become as follows:

- Invest in various economic sectors through the incorporation or participation in the incorporation of
various companies or institutions practicing similar or complementary activitics to the company’s
objectives for its account and for the account of third parties inside or outsice the State of Kuwail.

- Manage local or foreign various companies and institutions and market the investment services and
products owned by them or by thitd parties inside or outside the State of Kuwait.

- Own and acquire the right of disposal of whatever it deems necessary thereto of movable and
immovable property or any parts thercof %or any franchising rights the company deems they are
necessary or approptiate to the nature of its activity or to the development of its funds, excluding
trading in goods for its account.

- Conduct all business telated to securities trading for its account and for the account of third parties
inside ot outside the State of IQuwait, including sale, purchase and marketing of securities of shares
and sukuks and other securities issued by local and foreign government and private companics,
institutions and bodies and practice the related financial mediation and brokerage activities.

- Manage the funds of individuais and local or foreign public and private companies, institutions and
bodies and invest these funds in various economic sectors through investment and real estate
postfolios inside or outside the State of Kuwait,

. Provide economic advice refated to investment and hold courses, issue brochures of various
investment activities for individuals, local and foreign companies and institations.

- Prepare and provide technical, economic and assessment studies and consultations and prepare
feasibility studies for various lavestment activifics and other studics, examining the technical,
financial and administrative aspects related o these activities For its account or for the account of

third parties inside or outside the State of Kuwair,




frzan Financial Groun for Financing and nvestment - KPEG G
Interim Condensed Sonsolidated Financial Information
30 dune 2015 {Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

1 incorporation and activities (continued)

- Establish 2nd manage the collective investment systems and local and foreign investment funds of all
kinds and contribute to their establishment for the account of the company and for the account of
third parties in accordance with the regulating laws, rules and conditions specified by the competent
regulatory authorities; put its stakes or units to subscription so that the company’s contributions to
the share capital of the collective investment system of the investment fund shall not be less than the
minimum limit specified by the regulatory authorities; sell or purchase stakes or units in the local or
foreign collective investment systems or investment funds for its account and for the account of
third patties or market same, ptovided the necessary approvals are obtained from the competent
regulatory authoritics; act as investment custodian, investment monitor and investment advisor In
general for the investment funds inside or outside the State of Kuwait in accordance with the
regulating laws.

- Tnvest funds for its account and for the account of third pasties in the various aspects of investment
inside or outside the State of Kuwait and acquire movable and immovable assets.

- Act as the issuance manager for the securities issued by the local and foreign government and private

companies, institutions and bodies and act as the subscription agent, listing advisor, investment
custodian and monitor, including publications management and commitments of subscription

operations management, receiving applications and covering subscription thereto.

- Pesform all advisory services that help develop and strengthen the ability of financial and monetary

- | market in the State of Kuwait and meet its requirements within the limits of the law and the decisions
or instructions issued by the competent regulatory authorities (after obtaining the necessary

B | approvals from those authorities), provided this does not result in granting funding by the company

L i any way.

= - Mediate in financing operations, structure and manage the financing arrangements of the Jocal and

. 9 international companies, institutions, bodiss and projects in the various economic Sectors in

accordance with the rules and conditions specified by the competent regulatory authorities.
s - Camry out all the works related to the activities for the arrangement and management of
consolidation, acquisition and separation operations for the loca! and foreign govesrnment and private

companies, institutions and bodies.

. | - Trade in ransportation means and related heavy equipment.
B - Pinance the purchases of capital goods, durable and non-durable goods.
F‘g _ - Lease capital and durable goods.
" | - Grant short and medium term loans to natural and judicial persons.
- Petform real estate investment opetrations aiming at the management and development of residential
“% lands and building of cesidential and commercial units and complexes for the purpose of selling them
E_ . _ in cash or on installments or leasing same.
= - Manage ali kinds of financial portfolios, invest and develop funds by employing them locally and

internationally for the account of the company or for the account of its clients, in additon to lending

and borrowing operations.




Srzan Financial Sroup for Fingncing sund Invesiment « KPS i
fnterim Condensed Consolidated Financial information
3 dune ZO0ME {(Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

1 Incorporation and activities (continued)

- Mediate in the operations of lending, borrowing, brokerage and wagrantees against commission or
pﬂ.y.

- Finance and mediate in international and local trade operations.

» Manage and create mutual investment funds according to the law and after approval by the
cotnpetent authorities.

- Mediate in investment in the international instruments and secatities.

- Invest in real estate, industrial and agricultural sectors and other economic sectors, whether digectly
or through contribution to the incorporation of specialized companies or purchase of the shares of
these companies.

- Sell and purchase foreign currencies and trade in precious metals only for the account of the
company.

- Conduct researches and studies for private and public real estate projects and for: the employment of
funds for its account or for the account of third parties.

- Trade in securities such as shares and investment certificates and the like,

"The company may have an interest or participate in any aspect with the companies, institutions and bodics
performing similar works or which might assist it in the achievement of its objectives in Kuwait or alwoad.
The company may also open branches inside and outside the State of Kuwait in such a way thal does nol
contradict with the company’s law and the instructions of the competent regulatory authorities.

The Companies Law issued on 26 November 2012 by Decree Law no 25 of 2012 (the “Companics Taw™),
which was published in the Official Gazette on 29 November 2012, cancelled the Commercial Companics
Law No 15 of 1960. The Companies Law was subsequently amended on 27 March 2013 by Law No. 97 of
2013. On 29 September 2013, Ministry of Commerce and Industry issued its regulation No. 425/2013
regarding the Exccutive by-laws of the Companies Lalv. All existing companies ate required to comply with
articles of these by-laws within one year from the date of its issuance.

At 30 June 2015, the parent company has not complied with the requirement of the new law relating to the
separation of the powers between the chief executive officer and the chairman. The parent company will hold
a board of directors meeting to comply with this requirement.

The address of the parent company’s registered office is PO Box 26442, Safat 13125, State of Kuwait.

The parent company’s board of directors approved this interim condensed consolidated financial information
for issue on 14 July 2015.

2 Basis of presentation

The interim condensed consolidated financial information of the proup for the six-month period ended 30
June 2015 has been prepared in accordance with TAS 34, “Inwrim Financial Reporting”, except for
regulations of the State of uwait for financial services institutions repulated by the Central Bank of Kuwait
(CBIS) as noted below.
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Notes to the interim condensed consolidated financial
information (continued)

2 Basis of presentation (continued)

These regulations require adoption of all International Financial Reporting Standards (IFRS) except for the
IAS 39 requirement for collective impairment provision, which has been replaced by the CBIs requirement
for a minirmum general provision. The impairment provision for loans and advances complies in all material
respects with the specific provision requirements of the CBIC and IFRS. According to the CBIK requirements
the basis of making peneral provisions on facilities at the rate of 1% for cash facilities and 0.5% for non cash
facilities,

The accounting policies used in the preparation of the interim condensed consolidated financial information
ate consistent with those used in preparation of audited consolidated financial statements for the year ended
31 December 2014, except for adoption of relevant new standards, amendments to certain standards and
interpretations discussed below.

This interim condensed consolidated financial information 1s presented in Kuwaiti Dinars {IK1D) which is the
functional currency of the parent company.

This interim condensed consolidated financial information does not include all information and disclosures
required for complete financial statements prepared in accordance with the International Financial Reporting
Standards. In the cpinion of management, all adjustments consisting of normal recurring accruals considerced
necessary for a fair presentation have been included.

Operating results for the interim pericd are not indicative of the results that may be expected lor the year
ending 31 December 2015. For further details, refer to the consolidated financial statements and their relared
disclosures for the year ended 31 December 2014

3 Changes in accounting policies

3.1 New and amended standards adopted by"the group

A number of new and revised standatds are effective for annual periods beginning on or after 1 January 2015
Information on these new standards is presented below:

Standard or Interpretation Lxffective for annnal periods beginning

IAS 19 Defined Benefit Plans: Employee Contributions -Amendments 1 July 2014
Annual Imptrovements to IFRSs 2010-2012 Cycle 1 July 2014
Anpual Improvements to IFRSs 2011-2013 Cycle 1 July 2014

IAS 19 Defined Benefit Plans: Employee Contributions - Amendments

The Amendments to IAS 19 Employee Benelits clarfy the requirements that relate to how contributions
from employees or third parties that are linked 1o sepvice should be attributed to periods of service. In
addition, it pesmits a practical expedient if the amount of the contributions is independent of the number of
years of service, in that conlributions, can, but are not required, to be recognised as a reduction in the service
cost in the period in which the related service is rendered.

The amendment did not have any material impact to the proup’s interin condensed consolidated financial
information.
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Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies {continued)
3.1 New and amended standatds adopted by the group (continued)

Annual Improvements to IFRSs 2010-2012 Cycle:

(i) Amendments to ITRS 3-Contingent consideration that does not meet the definition of an equity instrumment is
subsequently measured at each reporting date fair value, with changes recognised in consolidated statement of
profit or loss.

(#) Amendments to IFRS 13- The addition to the Basis for Conclusions confirms the cxisting measurement
treatment of short-term receivables and payables.

(i) Amendments i TFRS 8- Disclosures are required regarding judgements made by management in aggregating
operating segments (i.e. description, economic indicators).

A reconciliation of reportable segments’ assets {o total entity assets is required if this is regularly provided to
the chief operating decision maker.

(i) Amendments to LAS 16 and LAS 38- When itetns are revalued, the gross carrying amount is adjusted on 2
consistent basis to the revaluation of the net carrying amount.

(v) Amendments to 145 24- Entites that provide key management personnel services to a reporting entity, or
the reporting entity’s parent, are considered to be related parties of the reporting entity.

The amendments did not have any material impact to the group’s interim condensed consolidated fnancind
information.

Annual Improvements 2011-2013 Cycle
(i) Amendments o IFRS 71-the amendment to the Basis for Conclusions clarifics that an entity preparing, its
IFRS financial statements in accordance with IFRS 1 js able to use both:

e ITRSs that are currently effective )

o [FRSs that have been issued but are not yet effective, that permits eatly adoption

The same version of each IFRS must be applied to all periods presented.

(i) Amendments to IFRS 3- IFRS 3 is not applied to the formation of a joint arrangement in the fmancial
statements of the joint arrangement itself.

(iii) Amendments to IFRS 13- the scope of the portfolio exemption (IFRS 13.52) includes all items that have
offsetting positions in market and/or counterparty credit risk that are recognised and measured in accotrdance
with TAS 39/IFRS 9, irrespective of whether they meet the definition of a financial asset/liability.

in) Amendments 1o 1AS 40 - Claifying the interrelationship of IFRS 3 and TAS 40 when classifying property as
an investment property or owner-occupied property

The amendments did not have any material impact to the gronp’s interim condensed consolidated financiai

information.
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Notes to the interim condensed consolidated financial
information (continued)

3 Changes in accounting policies (continued)

3.2 IASB Standards issued but not yet effective

b At the date of authotisation of this interim condensed consolidated financial information, certain pew
= standards, amendments and interpretations to existing standards have been published by the IASI but are
not yet effective, and have not been adopted early by the group.

Management anticipates that all of the relevant pronouncements will be adopted in the group’s accounting
policies for the first period beginning afeer the effective date of the pronouncements.

4 Judgement and estimates

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

In preparing this interim condensed consolidated financial information, the significant judgements made by
management in applying the group’s accounting policies and the key sources of estimation uncertainly were
the same as those that applied to the annual audited consolidated finatcial statements as at and for the year
ended 31 December 2014,

5 Establishment of subsidiary

During the period, the group established a new subsidiary under the name of Arzan VC T Limited in the
United Arab Fmirates with an amount of KD255,012 representing its 100% ownership interest i the
subsiciary,

Upto the reporting date, the subsidiary did not commence its operations.

6 Basic and diluted earnings per share attributable to the shareholders
of the parent company

Basic and diluted earnings per share is computed by dividing the profit for the period attzibutable to the

shareholders of the parent company by the weighted average number of shares outstanding duting the period

less treasury shares.

The parent company had no outstanding dilutive shares.

Three manths ended Six months ended
30 June 30 June 30 June 30 June
2015 2014 2015 2014
{Unaudited} {Unavudited) {Unaudited) (Unaudited}

Profit for the period aitributable to the

shareholders of the parent company — KD 584,988 846,625 2,136,444 2,653,201
Weighted average number of shares

outstanding during the period {exciuding

treasury shares) 796,849,164 797,548,440 796,849,164 797 465,521

Basic and difuted earnings per share
attributable to the shareholders of the
parent company (Fils) 0.734 1.062 2.681 3.327




T
i

Arzan Financial Group for Finencing and investment - KPS0 14
Interinn Condensed Consolidated Financial Information
30 dune 2015 (Unaudited)

Notes to the interim condensed consolidated financial
information (continued)

7 Cash and cash equivalents
36 June 31 Dec. 30 June
2015 2014 2014
(Unaudited) (Audited) (Unaudited)
KD KD KD
Cash and bank balances 2,969,007 6,460,709 7,132,190
Term deposiis — 1 o 3 months 3,301,222 3,105,936 2,809,662
6,270,229 9,566,645 9,941,842

The term deposits casry effective interest rate of 1.75% (31 December 2014: 1.75% and 30 June 2014: 1.75%)
per annum.

8 Instalment credit debtors
30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited} (Audited) {Unaudited}
KD KD KD
Gross instalment credit debtors 18,772,781 17,168,587 24,308,083
Deferred income (1,874,435) (1,603,343} (1,177,904)
16,898,346 15,565,244 23,130,179
Specific provision for doubtfut debts (921,943) (708,325) (10,030,152)
General provision for doubtful debts (236,168) (307,021) (2,065,934)
15,740,235 14,549,898 11,044,003
Gross instalment credit debtors are repayable as follows:
30 June 31 Dec. 30 June
H 2015 2014 2014
{Unaudited} (Audited} {(Unaudited)
KD KD KD
Within one year 10,140,975 8,434,343 18,155,081
More than a year 8,631,806 8,734,244 5,153,002
18,772,781 17,168,587 24,308,083

The effective anaual interest rate earned on instalment credit debtors ranged from 2.5% to 8% per annum (31
December 2014: 2.5% to 8% and 30 June 2014: 3% to 9%).

The provision for doubtful debts is in zgreement, in all material respect, with the specific provision
requirernents of the Central Bank of Kuwait and IFRS. Furthermore, a general provision of 1% on instalment
credit balances, where no specific provision is made, is taken in accordance with the instructions of the
Central Bank of Kuwait.

Included within the gross installment credit debtors is an amount of KI2320,499 (31 December 2014
KD1,144,873 and 30 June 2014: KID3,113,425) in respect of related pattics (note 20). This amount is secured
by way of pledge of certain local and foreign shares.
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Notes to the interim condensed consolidated financial
information (continued)

9 Investments at fair value through profit or loss
30 June 31 Dec. 30 June
20186 2014 2014
{Unaudited) (Audited) {Unaudited)
KD KD KD
Local quoted shares 2,264,368 2,020,898 2,189,863
Foreign quoted shares 70,487 103,001 - 185,788
Investment in managed porifolios 5,349,750 3,516,854 4,490,000
7,685,205 5,640,753 6,875,652

An investment portfolio with a carrying value of KI5,349,750 (31 December 2014 KID32,516,854 and 30
June 2014 K134,490,000) is pledged against term loans (note 14).

10 Available for sale investments
30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited} (Audited} {Unaudited)
KD KD KD
Local quoted shares 28,048,059 27,308,384 30,107,600
Local unquoted shares 10,193,427 10,497,873 11,665,250
Forgign unquoted shares 38,746,415 34,938,968 8,909,395
Investment in managed porifolios 14,023,093 14,037,510 15,679,340
Investment funds 359,806 260,740 276,533
94,370,800 87,044,475 66,658,124

The unguoted investments include investments with a cattying value of KD28,108,202 (31 December 2014
KI1D24,481,820 and 30 June 2014 K12,279,302) stated at cost due to unavailability of reliable sources 10
determine their fair values, Management studies and cash flow expectations for these investments do nol

indicate any impairment for these investments.
£

Quoted and unquoted local shares and investment in managed portfolios with an aggregate cartying value of
KD 28,490,822 (31 Decernber 2014: KD28,844,009 and 30 June 2014 K1D31,672,816) are pledged against
due to banks, term loans and murabaha payable (notes 13, 14 and 15).

114 Investment in associates
Below is the movement in the investment in asseeiates during the pei'iod/ year:
30 June 31 Dec. 30 June
2015 2014 2014
(Unaudited) (Audited) (Unaudited)
KD KD KD
At 1 January 53,143,043 54,071,423 54,071,423
Additions - 4,611,600 -
Disposals (note 12) {2,600,000) {2,308,954) -
Share of resulls 612,330 (237,382) 798,804
Share of other comprehensive l0ss - (214) -
impairment of associate - (597,529) -
Reduction of an associate’s capital {175,354) (337,151) (289,657)
Dividends from associates (824,923) (1,579,162) (276,599)
Foreign currency translation of foreign associates 898,851 (479,588) 270,087

51,053,947 53,143,043 54,574,058
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information (continued)

12 Investment in real estate under development

This represents the parent company’s 33.54% share in the ownership of the right of use of land located in Al
Dubaiya and leased from the Ministry of Finance in Kuwait. The right of use of land is jointly owned by the
parent company and other investors through a real estate portfolio agreement. Under the agreement, the real
estate is being developed by one of the other investors, which is & company specialized in the field of real
estate investments.

The group was party to a legal dispute for recovery of a receivable arising out of 2 sale of the right of use of
fand in a prior year. The buyer had defaulted after paying initial consideration. An out of court settlement
was reached last year which gave the investors ownership interest in the right of use of land. As the legal
formalities were completed during the period, the group derecognised its investment in associate of
KID2,600,000 {note 11) and receivable of KD2,165,920 and reclassified to investment in real estate uader
development.

13 Due to banks

This represents credit facitities granted to the group from a local bank in the form of overdraft facilities. The
credit facilities carry interest rate of 4.5% per annum (31 December 2014: 4.5% per annum and 30 june 2014
4.5% per annum) and payable on demand. Credit facilities are granted against pledge of certain available for
sale investments {note 10).

14 Term loans
Term loans are repayable to local and foreign banks in different periods and bear interest at annual rates
ranging from 4,5% to 5.5% (31 December 2014 4.5% to 5.5% and 30 Tune 2014: 4.5% to 5.5%).

ILoans are repayable as follows:

30 June 31 Dec. 30 June
2015 2014 2014
(Unaudited) (Audited) {Unaudited)
KD KD KD
Within one year : 10,101,349 8,880,000 5,390,000
After one year - 2,770,000 3,790,000
10,101,349 11,660,000 9,180,000

Loans ate secured by the pledge of investments at fair value through profit or loss and available for sale
investments (notes 9 and 10).

15 Murabaha payable

This represents Islamic financing obtained from a local financial institution, carrying an effective profit rate of
5.00% (31 December 2014: 5.00% and 30 June 2014 5.00%). This financing is secured by way of morigage of
certain available for sale investments (note 10).

Murabaha payable 1s due as follows:

30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited) (Audited} {Unaudited}
KD KD KD
Within cne year 1,040,000 - 6,000,000
After one year 4,160,000 5,200,000 -

5,200,000 5,200,000 6,000,000
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information (continued)

16 Treasury shares
30 June 31 Dec. 30 June
20158 2014 2014
(Unaudited) {Audited} (Unaudited)
KD KD KD
Number of treasury shares 6,033,382 6,033,392 5,260,000
Percentage of ownarship 0.751% 0.751% 0.655%
Market value (KD) ' 262,453 286,586 347,160
Cost (KD} 557,080 557,080 529,299

Reserves of the parent company equivalent to the cost of the treasury shates have been eatrmarked as non-
distributable.

17 Annual general assembly
The Annual General Assembly of the shareholders held on 28 May 2015 approved the consolidated financial
staternents for the year ended 31 December 2014 without any dividend.

i8 Fiduciary accounts

Investment portfolios managed by the group and assets held in trust or in a fiduciary capacity and related
liabilities are not treated as the group's assets or liabilities and accordingly are not included in the interim
condensed consolidated financial position. Total fiduclary assets as al the financial position date were
KI>4,029,109 (31 December 2014: KID3,978,021 and 30 June 2014 KI2.559,455).

19 Segmental information

Operaling segments are identified based on internal management reporting information that 1s regularly
reviewed by the chief operating decision malker in qrder to allocate resources Lo the segment and to assess its
performance, and is reconciled to group profit or lass. The measurement policies the group used for segment
reporting under IFRS § are the same as those used in its annual audited consolidated financial statemenits.

The group’s principal tracling activities are carried out within the State of Kuwait and all of the group’s assets
and liabilities are located in Kuwait in addition to GCC, Middle Bast and other countries. The group operates
in four business segments; instalment credit, investments, financial brokerage and real estate. The segmental
analysis of total revenues, profit for the period, total assets and total liabilities for the business segments are as
follows:
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il :
e ] 19  Segmental information (continued)
ﬁ& instaiment Financial Real estate
credit Investments brokerage investrment Total
i KD KD KD KD KD
- Six months ended 30 June 2015
o Total revenues 1,902,949 3,970,987 169,839 83,721 6,127,496
Profit/{loss) for the period 333,910 2,423,720  (118,451) 52,909 2,692,088
Three months ended 30 June 2015
Total revenues 853,039 1,766,142 66,226 38,734 2,724,141
(Loss)/profit for the period (89,793) 1,221,530 (52,256) 23,418 1,102,900
As at 30 June 2015
Total assets 21,625,881 140,995,686 15,990,807 10,731,136 189,343,510
Totai liabilities 18,084,165 7,093,571 2,870,481 - 28,148,247
Net assets 3,541,716 133,902,115 13,020,326 10,731,136 161,195,293
Six months ended 30 June 2014
Total revenues 1414506 4,150,938 106,025 81,355 5,752,823
(Loss)/profit for the period (44,431) 2,832,791 (121,393) 50,429 2,717,396
Three months ended 30 June 2014
Total revenues 1,303,199 898,334 91,111 40,678 2,333,322
Profit for the period 558,097 358,028 6,407 25,138 947,670
As at 30 June 2014
Total assets 04.248,389 113,080,038 18,090,235 6,365,105 161,792,768
Total liabiiities 15,536,700 8,082,548 2,643,907 - 26,263,156
Net assets 8,711,689 105,006,490 15,446,328 6,365,105 135,629,612
20 Related party balances and transactions

Related parties represent associates, major sharcholders, directors and key management personncl of the group,
and entities controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of
these transactions are approved by the group’s management. Transactions between the parent company and its
subsidiaries which ate related parties of the parent company have been ecliminated on consolidation and are not
disclosed in this note,

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

30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited} (Audited} (Unaudited)
KD KD KD
interim condensed consolidated statement of financial position
Instalment cradit debtors-gross (note 8} 320,499 1,144,873 3,113,425
Due from related parties 731,098 1,002,023 783,537
Due to shareholders (inciuded in accounts payable and other
liabilities) 224,030 224,030 224,030

Due o retaled parties 334,297 424,547 400,568
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20 Related party balances and transactions (continued)

Three months ended Six months ended
30 June 30 June 30 June 30 June
2015 2014 2015 2014
(Unaudited) (Unaudited) {Unaudited) (Unaudited)
KD KD KD KD
Interim condensed consolidated statement of
profit or loss
Income from instalment credit debtors 4,502 45 583 20,995 80,665
Key management compensation:
Salaries and other short term benefits 184,738 74,128 299,316 148,256
End of service benefits 24,599 7.877 33,899 15,754

21 Fair value measurement

21.1  Fair value hierarchy
Fair value represents the price that would be received to seli an asset or paid to transfer a liability in an
orderly transaction between tnatket participants at the measurement date.

Einancial assets and fnancial liabilities measured at fair value in the consolidated statement of financial
position are grouped into three Levels of a fait value hierarchy. The three Levels are defined based on (he
observability of significant inputs to the measurement, as follows:

o Level 1 fair value measurements are those desived from quoted prices (unadjusted) in active markets for
identical assets or liabilities;

o Level 2 fair value measurements ate those derived from inputs other than quoted prices that ate observable
for the asset or liability, cither directly {i.e. as prices) o indirectly (i.e. detived from prices); and

e Level 3 fair value measugements are those derived from valuation techniques that include inputs for the
asset ot Jiability that are not based on observablt matket dasa (unobservable inputs).

The carrying amounts of the group’s financial assets and liabilitics as stated in the consolidated statement of
financial position are as follows:

30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited) (Audited} (Unaudiied)

KD KD KD

Financial assets:

Loans and receivables at amortised cost:

Cash and cash equivalents 6,270,229 9,566,645 9,041,842

Instalment credit debtors 15,740,235 14,549,898 11,044,093

Accounts receivable and other assets 4,998,714 6,200,635 5,278,941

Due from related parties 731,098 1,002,023 783,537

Investments at fair value through profit or loss:

Investments at fair value through profit or loss — al fair value 7,685,205 5,640,753 6,875,652

Available for sale investments:

Available for saie investments - at fair value 63,262,598 62,662,656 64,378,822

Avaitable for sale investments — at cost 28,108,202 24,481,820 2,279,302

Total 126,796,281 124,004,429 100,582,189
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21 Fair value measurement (continued)

21.1  Fair value hierarchy (continued)

30 June 31 Dec. 30 June
2015 2014 2014
{Unaudited) {Audited) {Unaudited)

KD KD K&

Financial liabilities:

Financial liabilities at amortised cost:

Due to banks 4,452,881 2,683,248 3,291,255

Accounts payable and other lizbilities 7,249,196 7,118,902 6,780,478

Due to related parties 334,287 424,647 400,568

Term loans 10,101,349 11,660,000 §,180,000

Murabaha payable 5,200,000 5,200,000 6,000,000

Provision for employees’ end of service benefits 810,494 721,432 610,855

Total 28,148,217 27,809,129 26,263,156

Management considers that the cartying amounts of loans and receivable and all financial liabilities, which are
stated at amortised cost, approximate thewr fair values.

The level within which the financial asset o iiability is classified is determined based on the lowest level of
significant input to the fair value measurement.

The financial assets and liabilities measured at fair value on a recurring basis in the consolidated statement ol
financial position age grouped into the fair value hierarchy as follows:

30 June 2015 (Unaudited)

Level 1 Level 2 Level 3 Total
: KD KD KD KD

Investments at fair value through profit or loss:

Local quoted shares 2,264,968 - - 2,264,968
Foreign quoted shares 70,487 - - 70,487
Investment in managed portfolios 5,348,750 - - 5,349,750
Available for sale investments:

Local guoted shares 28,048,058 - - 28,048,059
Local unguoted shares - - 9,473,972 9,473,972

Foreign unguoted shares - - 11,357,668 11,357,668
investment in managed portfolios 1,687,693 - 12,335,400 14,023,093
Investment funds . - 359,806 - 359,806

37,420,957 359,806 33,167,040 70,947,803




21.2 Fair value measutement of financial instruments

Measurement at fair value

The methods and valuation techniques used for t

the previous reporting period.

a) Quoted securities

All the listed equity securities are publicly traded on a recognize
determined by referring to their quoted bid prices at the reporiing date.

he purpose of measuring fair value are unchanged ¢
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information (continued)
21 Fair value measurement (continued)
211 Fair value hierarchy (continued)
31 December 2014 (Audited)
Leve! 1 Level2  Level 3 Total
KD KD KD KD

Investments at fair value through profit or loss:
Local quoted shares 2,020,898 - - 2,020,898
Foreign quoted shares 103,001 - - 103,001
!nvestment in managed portfolios 3,516,854 - - 3,616,854
Available for sale investments:
Local quoted shares 27,309,384 - - 27,300,384
Local unguoted shares - - 9,907,012 9,907,012
Foreign unauoted shares - - 11,048,010 11,048,010
Investment in managed portfolios 1,702,109 - 12,335,400 14,037,509
tnvestment funds - 260,740 - 260,740

34 652,246 260,740 33,290,422 68,203,408
30 June 2014 {Unaudited)

Level 1 Level 2 Level 3 ~ Total
KD KD KD KD

Investments at fair value through profit or loss:
Local quoted shares 2,189,863 - - 2,189,863
Foreign quoted shares 195,789 - - 195,788
Investment in managed porifolios 4,490,000 - - 4,480,000
Available for sale investments:
Local quoted shares 30,107,60C - - 30,107,600
Loca! ungquoted shares - . 24203030 24,203,030
Foreign unquoted shares - - 7,756,018 7,756,018
Investment in managed portfolios 2,035,840 - - 2,035,640
investment funds - 276,534 - 276,534

39,018,892 276,534 31,959,048 71,254 474
There have been no transfers between levels duting the reporting period.

ompared 1o

d stock exchange. Fair value has been
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21 Fair value measurement (continued)
212 Fair value measutement of financial instruments (continued)

Measurement at fair value (continued)

b) Managed funds

The undetlying investments of managed funds primarily comptise of quoted and unguoted securities. The fair
value of the quoted underlying securities has been determined by reference (o their quoted bid prices at the
reporting date. The fair value of the unquoted uaderlying secutities has been determined using valuation
technigues that are notmally used by fund managers. All significant inputs into the model are based on
obscervable market prices

<) Unquoted securities

Unlisted sceutities are measured at fair value estimated using various models like discounted cash flow maodel,
and market multiples which include some assumptions that are not supportable by observable market prices ar
cates or the latest financial statements or information available on these investments the future financial flows of
which are unpredictable.

Level 3 fair value measurement

The group's financial assets and liabilities classified in Level 3 uses valuation techniques based on significant
inputs that are not based on observable matket data. The firancial instruments within this level can be
seconciled from beginning to ending balances as follows:

30 June 31 Dec. 30 June

2015 2014 2014
(Unaudited) {Audited) (Unaudited)

KD KD KD
Opening Balance R 33,290,422 29,038,143 20,038,143
- Change in fair value * - 2,476,159 2,020,805
- Purchases 581,986 876,120 -
- Sale (705,368) - -
Closing balance 33,167,040 33,290,422 31,959,048

Gains or losses recognized in the consolidated statement of profit or Joss for the period/year are included in
change in [air value of investments at fair value throu rh profit ot loss.

Changing inputs to the level 3 valuations to reasonably possible alternative assumptions would not change
significantly amounts recognized in the consolidated statement of profit or loss, total assets, total liabilities or
total equity.

The impact on interim condensed consolidated statement of profit or loss and interim condensed consolidated
statement of profit or loss and other comprehensive income would be immaterial if the relevant risk variable
used to fair value the level 3 investments were changed by 5%.

22 Financial risk management
All aspects of the group’s financial risk management objectives and policies are consistent with those
disclosed in the annual audited consolidated financial statements for the year ended 31 December 2014
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Notes to the interim condensed consolidated financial
information (continued)

23 Change in the group’s ownership interest in subsidiaries

During the period, the group disposed of 3%, 15%, 2% and 3% of its interests in Hilltop 1 UK Limited,
Hilltop 3 UK Limited, Hilltop 4 UK Limited and Hilltop Germany, respectively, reducing its continuing
interests to 6.614%, 17.518%, 9.949% & 7.515% respectively. The group continued to exercise contro} over
these subsidiaries.

The proceeds on disposals amounting to I{1>717,881 were received in cash. The amounts received which
represent the proportionate share of the cartying amount of the net assets of the subsidiaries disposed of
have been transferred to non-controlling interests. The part disposals did not resuit into any gain ot loss.
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