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Statement

31/12/2017
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(9%) 1.176.008 1.066.385 Net Profit (Loss) represents the amount
EEATE ST attributable to the owners of the parent
Company
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0 . .
Basic & Diluted Earnings per Share (fils)
Ugluzll &l |
(1%) 6,634,014 6,562,016 G e
Current Assets
&l | e
(2%) 22,762,262 22,295,541 253t st
Total Assets
Woluzll sLigllall
(1%) 911,635 905,333 e
Current Liabilities
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(4%) 1,495,455 1,434,192 3&‘3 o
Total Liabilities
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(2%) 20,845,067 20,439,227 Total Equity attributable to the owners of the
Parent Company
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(1%) 7,670,282 7,593,794 lalsbald

Total Operating Revenue
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(7%) 2,897,885 2,688,607 ipiele
Net Operating Profit (Loss)
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Net Profit (Loss) represents the amount
attributable to the owners of the parent
Company
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Basic & Diluted Earnings per Share (fils)
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Total Operating Revenue
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Net Operating Profit (Loss)

(11%) (324,319) (290,215)

(10%) (2.96) (2.65)

(6%) 1,647,963 1,547,987

(25%) 501,262 377,177

- Decrease in both gross profit for subsidiaries. Al S il dszdll mll ila (3 polasa)l -
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.S.C.P.

Report on the audit of the consalidated financial statements

Our qualified opinion

In our opinion, except for the effects of the matter described in the Basis for qualified opinion section of our report, the
consolidated financial statements present fairly, in all material respects, the consolidated financial position of Future Kid
Entertainment and Real Estate Company K.S.C.P. (the “Parent Company”) and its subsidiaries (together referred to as
“the Group”} as at 31 December 2018, and its consalidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards.

What we have audited

The Group’s consolidated financial statements comprise:

s the consolidated statement of financial position as at 31 December 2018;

@ the consolidated statement of income for the year then ended;

= the consolidated statement of comprehensive income for the year then ended;
= the consolidated statement of changes in equity for the year then ended;

= the consolidated statement of cash flows for the year then ended; and

= the notes to the consolidated financial statements, which include a summary of significant accounting policies.

Basis for qualified opinion

- As described in note 4.1.{b) to the consolidated financial statements, the Group’s trade receivables include an
amount of KD 337,628 which was not assessed for impairment in accordance with IFRS 9 “expected credit loss”. Had
this amount been included in the expected credit loss calculation, it would have resulted in an increase in the loss
allowance. Consequently, we were unable to determine whether any adjustments to the consolidated financial
statements might be necessary.

- As described in note 19 to the consolidated financial statements, the Group recognises operating revenues of KD
7,593,794 (2017: KD 7,670,282) on a cash received basis of accounting which is not in accordance with either the
revenue recognition principles under International Financial Reporting Standards (IFRS) or the Group’s own stated
policy set out in note 2.17. Management have not quantified the effect of this departure from IFRS and we have been
unable to satisfy ourselves with respect to the effect of this on the Group’s operating revenues, profit for the year
and retained earnings by any other means.

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 believe that the audit evidence we have obtained is sufficient and approprlate to provide a basis for our qualified
opinion.

Independence i

By CWTERHOUSE(COPERS @
We are independent of the Group in accordance with the International Ethics Standards Board fas Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) and the ethical requirements that areomleva_nfﬂb‘lébﬂﬁﬁﬂﬂ of the
consolidated financial statements in the State of Kuwait. We have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. 2 ] MAR 2018
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.S.C.P. (CONTINUED)

Report on the audit of the consolidated financial statements (Continued)

Our audit approach

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
consolidated financial statements. In particular, we considered where management made subjective judgements; for
example, in respect of significant accounting estimates that involved making assumptions and considering future events
that are inherently uncertain. As in all of our audits, we also addressed the risk of management averride of internal
controls, including among other matters consideration of whether there was evidence of bias that represented a risk of
material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
consolidated financial statements as a whole, taking into account the structure of the Group, the accounting processes
and controls, and the industry in which the Group operates.

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. In addition to the matters described in the Basis for qualified opinion section, we have
determined the matter described below to be the key audit matter to be communicated in our report.

D Tt e Fi c
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF

FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.S.C.P. (CONTINUED)

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 testing of goodwill

Refer to note 8 to the consolidated financial statements for the
related disclosures.

As a result of past acquisitions, the Group carries capitalised
goodwill with a value of KD 7,092,630 as at 31 December 2018.
Goodwill is not amortised but an annual impairment test is
performed to support management’s view of the carrying
value.

The Group’s goodwill is recognised in three Cash Generating
Units (CGUs): Future Kid for Games and Toys Company W.L.L.
(KD 4,806,798), Jazeera Entertainment Enterprises Company
K.S.C. (KD 2,051,733) and Discovery Al-Sief Company W.L.L.
(KD 234,099).

For the year ended 31 December 2018, management have
performed an impalrment assessment over the goodwill
balance by:

1-  Calculating the value in use for each CGU using a
discounted cash flow model. These models used cash
flows (revenues, expenses and capital expenditure) for
each CGU for S years with a terminal growth rate applied
to the Sth year. These cash flows were then discounted
to the net present value using the Company’s weighted
average cost of capital (“WACC"); and

2-  Comparing the resulting value in use of each CGU to their
respective carrying amounts.

As a result of this view, management concluded that no
impairment charge was necessary for 2018.

Management also performed a sensitivity analysis over the
value in use calculations by varying the assumptions used
{growth rates, terminal growth rate and WACC) to assess the
impact on the valuations.

We considered this area to be a key audit matter as the
goodwill amount is significant, the impairment models are
complex, require significant management judgment and are
based on assumptions that are affected by expected future
market conditions.

We tested management’s key assumptions
underlying the cash flow forecasts such as
revenue growth and corroborated them through
comparison to management’s internal forecasts,
long term and strategic plans that were approved
by the Board, external data and historical
performance. We also involved our internal
valuation expert to evaluate the applied weighted
average cost of capital (“WACC") calculated by
management and to assist us with the audit of the
impairment calculation model. An independent
WACC calculation was prepared and compared to
the WAAC that was used by management. The
audit of the model included testing whether the
impairment methodology applied was in
accordance with general practice and whether
the model was mathematically accurate.

We performed sensitivity calculations around the
key assumptions used in the model to ascertain
the extent of change in those assumptions that
either individually or collectively would be
required for the goodwill to be impaired; and

We assessed the adequacy of the disclosures,
particularly concerning sensitivities within the
notes to the consolidated financial statements.




INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.5.C.P. (CONTINUED)

Report on the audit of the consolidated financial statements (Continued)

Other information

Management is responsible far the other information. The other information comprises the report of the Board of
Directors (but does not include the consolidated financial statements and our auditor’s report thereon), which we
obtained prior to the date of this auditor’s repart, and the Parent Company’s complete Annual Report, which is expected
to be made available to us after that date.

Qur opinion an the consolidated financial statements does not cover the other information and we do not and 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 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.

If, based on the wark we have performed, on the other information that we obtained prior to the date of this auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report that fact.
As described in the Basis of Qualified Opinion section above, the Group’s trade receivables include an amount of KD
337,628 which was not assessed for impairment in accordance with IFRS 9 “expected credit loss”. [n addition, the Group
recognises operating revenues on a cash received basis of accounting which is not in accordance with either the revenue
recognition principles under International Financial Reporting Standards (IFRS) or the Group’s own stated policy.

Therefore, we are unable to conclude that the other information is not materially misstated with respect to these matters.

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 nternational Financial Reporting Standards, 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.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.S.C.P. (CONTINUED)

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 scepticism
throughout the audit. We also:

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

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

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and refated
disclosures made by management.

= 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 auditor’s 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.

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

= Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an 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 contro! that we identify during
our audit.
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INDEPENDENT AUDITOR'’S REPORT TO THE SHAREHOLDERS OF
FUTURE KID ENTERTAINMENT AND REAL ESTATE COMPANY K.S.C.P. (CONTINUED)

Report on the audit of the consolidated financial statements (Continued)

Auditor’s responsibilities for the audit of the consolidated financial statements (Continued)

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.

Report on other legal and regulatory requirements

Furthermore, in our opinion, proper books of accounts have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Board of Directors relating to these consolidated
financial statements, are in accordance therewith. We further report that, except for the matter referred to in the Basis
for qualified opinion section, 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 Companies’ Law no.
1 of 20186, its executive bylaws and by the Parent Company's Memorandum and Articles of Association, that an inventory
count was duly carried out and that, to the best of our knowledge and belief, no violations of the Companies’ Law no. 1
of 2016, its executive bylaws nor of the Parent Company’s Memorandum and Articles of Association have occurred during
the year ended 31 December 2018 that might have had a material effect on the business of the Group or on its
consolidated financial position.

Ahmed Mohammed Abdulrahman Al-Rasheed
License No. 39 A
PricewaterhouseCoopers (Al-Shatti & Co.)

(Date)
Kuwait
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