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= Independent auditors' report

T
AT To the shareholders of
Arzan Financial Group for Financing and Investment - KPSC
%_:3 Kuwait
- |
- | Report on the Consolidated Financial Statements
[_ We have audited the accompanying consolidated financial statements of Arzan Financial Group for Financing
E- | and Investment - Kuwaiti Public Shareholding Company (“the parent company”) and its subsidiaries
(collectively “the group™), which comprise the consolidated statement of financial position as at 31 December
i 2015, and the consolidated statement of profit or loss, consolidated statement of profit or loss and other
| comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows
- for the year then ended, and a summary of significant accounting policies and other explanatory information.
= Management’s Responsibility for the Consolidated Financial Statements
B Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as adopted for use in the State of
i | Kuwait 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.

Aunditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Arzan Financial Group for Financing and Investment — KPSC and its subsidiaries as at 31
December 2015, and their financial performance and cash flows for the year ended 31 December 2015 in
accordance with International Financial Reporting Standards as adopted for use in the State of Kuwait.

Report on Other Legal and Regulatory Matters

In our opinion, proper books of account have been kept by the parent company and the consolidated
financial statements, together with the contents of the report of the parent company’s board of directors
relating to these consolidated financial statements, are in accordance therewith. We further report that we
obtained all the information and explanations that we required for the purpose of our audit and that the
consolidated financial statements incorporate all information that is required by the Companies Law No. 1 of
2016 and the executive regulations of Law No. 25 of 2012 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 and the executive regulations or of the
parent company’s memorandum of incorporation and articles of association, as amended, have occurred
during the year ended 31 December 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 consolidated financial
statements with respect to the separation of the powers of the chief executive officer and the chairman.

We further report that, during the course of our audit and to the best of our knowledge and belief, we have
not become aware of any material violations of the provisions of Law 7 of 2010, as amended, relating to the
Capital Markets Authority and its related regulations during the year ended 31 December 2015.

We further report that, during the course of our audit, we have not become aware of any material violations,
during the year ended 31 December 2015, of the provisions of Law No.32 of 1968, as amended, concerning
currency, the Central Bank of Kuwait and the organisation of banking business, and its related regulations.

e
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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 Rédl Middle East
Burgan — International Accountants
Kuwait

29 March 2016
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- 31 December 2015
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=i : .
Consolidated statement of profit or loss
i |
-
= Year ended Year ended
31 Dec. 31 Dec.
Notes 2015 2014
KD KD
Revente
Income from instalment credit debtors 7 2,877,350 1,446,213
Rental income 175,179 153,676
Interest income 253,066 276,254
Profit on sale of investments at fair value through profit or loss 17,584 425,007
Change in fair value of investments at fair value through profit or loss (954,137) (367,103)
(Loss)/profit on sale of available for sale investments (357,943) 408,677
Profit on sale of properties held for trading - 223,283
Loss on disposal of subsidiaries 6.1 (102,494) -
Share of results of associates 18 1,377,871 (237,382)
Profit on sale of investment in associate - 406,143
Dividend income 8 2,705,198 1,866,189
Brokerage income 535,135 452 472
Advisory fees 1,486,759 963,804
(Loss)/gain on foreign currency exchange (124,281) 205,753
Reversal of provision for instalment credit debtors — net 13 - 4,661,703
Other income 364,854 494 425
8,254,141 11,379,114
Expenses and other charges
Staff costs (2,601,604) (2,279,178)
General and administrative expenses (1,514,648) (1,643,704)
Finance costs 9 (1,016,472) (996,773)
Depreciation (290,332) (205,360)
Provision for instalment credit debtors 13 (549,168) <
Impairment of available for sale investments 17 (7,267,257) (692,314)
Impairment of investment in real estate under development 19 (657,270) -
Impairment of associate - (597,529)
(13,896,751) (6,414,858)
(Loss)/profit for the year before provisions for contribution to
KFAS, National Labour Support Tax, Zakat and directors’
remuneration (5,642,610) 4,964,256
Contribution to Kuwait Foundation for the Advancement of Sciences
(KFAS) - (34,934)
Provision for National Labour Support Tax (NLST) - (92,809)
Provision for Zakat - (19,173)
(Loss)/profit for the year (5,642,610) 4,817,340
Attributable to:
Shareholders of the parent company (6,998,370) 3,608,053
Non-controlling interests 1,355,760 1,209,287
(5,642,610) 4,817,340
Basic and diluted (loss)/earnings per share attributable to the
shareholders of the parent company (Fils) 10 (8.783) 4527

The notes set out on pages 10 fo 68 form an integral part of these consolidated financial statements.
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::l Consoclidated Financial Statements
31 December 2015
13 . .
- Consolidated statement of profit or loss and other
. comprehensive income
=
=
=
=3
=3
» Year ended Year ended
;; 31 Dec. 31 Dec.
2015 2014
= KD KD
- (Loss)/profit for the year (5,642,610) 4,817,340
= Other comprehensive (loss)/income:
ltems that will be reclassified subsequently to consolidated statement of profit
= orloss:
Exchange differences arising on translation of foreign operations (730,177) (984,935)
?_3 Share of other comprehensive loss of associates - (214)
Available for sale investments:
ﬁ - Net change in fair value arising during the year (3,707,557) (12,550,598)
- Transferred to consolidated statement of profit or loss on sale (191,218) (523,174)
- - Transferred to consolidated statement of profit or loss on impairment 7,267,257 692,313
[ 3 Total other comprehensive income/(loss) for the year 2,638,305 (13,366,608)
- | Total comprehensive loss for the year (3,004,305) (8,549,268)
Ty Attributable to:
Shareholders of the parent company (3,825,089) (8,764,621)
ﬁ-_j Non-controlling interests 820,784 215,353
(3,004,305) (8,549,268)

The notes set out on pages 10 to 68 form an integral part of these consolidated financial statenents.
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Consolidated statement of financial position
) |
- |
l,,. 1 Notes 31 Dec. 31 Dec.
- 2015 2014
- | KD KD
Assets
[L-; Cash and cash equivalents 12 7,307,640 9,566,645
[‘ Instalment credit debtors 13 13,494,741 14,549,898
" Investments at fair value through profit or loss 14 6,720,274 5,640,753
;g Accounts receivable and other assets 15 6,780,171 6,200,635
i Due from related parties 32 676,801 1,002,023
- | Properties held for trading 16 1,313,947 1,510,290
Available for sale investments 17 91,573,129 87,044,475
L Investment in associates 18 50,604,203 53,143,043
B Investment in real estate under development 19 4,108,650 -
Investment properties 20 1,832,060 1,891,123
Property and equipment 21 3,396,711 3,155,709
Total assets 187,808,327 183,704,594
Liabilities and equity
Liabilities
Due to banks 22 1,661,901 2,683,248
Accounts payable and other liabilities 23 7,814,601 7,119,902
Due to related parties 32 295,257 424 547
Term loans 24 12,770,000 11,660,000
Murabaha payable 25 10,823,538 5,200,000
Provision for employees’ end of service benefits 805,014 721,432
Total liabilities 34,170,311 27,809,129
Equity
Share capital 26 80,288,257 80,288,257
Share premium 26 27,142,826 27,142,826
Treasury shares 27 (559,233) (557,080)
Legal reserve 28 375,497 375,497
Voluntary reserve 28 375,497 375,497
Foreign currency translation reserve (182,484) 12,717
Fair value reserve 5,552,670 2,184,188
(Accumulated losses)/retained earnings (4,090,547) 2,923,699
Total equity attributable to the shareholders of the
parent company 108,902,483 112,745,601
Non-controlling interests 44,735,533 43,149,864
Total equity 153,638,016 155,895,465
Total liabilities and equity 187,808,327 183,704,594

-

Jassem Hasan Zainal
Chairman and Chief Executive Officer

The notes set out on pages 10 to 68 form an integral part of these consolidated financial statements.
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