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Financial Year Ended on

3| December 2018

2018 jowns 31
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Company Name

CCSUATION

Kuwait Finance & Investment Company (K.s.C. P)

(g-p. o) leiiadly Jogaill AckssSIh asy 2l

' Board of Directors Meeting Date

S99 pudza pleazl s

28 March 2019

2019 L. 28

31/12/2017

31/12/2018

Oled!
Statement

-37% 226,687

142,342
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Net Profit (Loss) represents the amount

attributable to the owners of the parent
Company

0.7

0.5
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Basic & Diluted Earnings per Share (fils)

20,684,601

26,053,579
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Current Assets

57,153,978

5,898,403

57,765,536
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Total Assets

6,362,354
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Current Liabilities

17,745,958

1% | 38,388,098

-21% 5,718,400

-42% 1,830,359

1%

Annual Financial Statement — Kuwaiti
Company (KWD)
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Total Equity attributable to the owners of the
Parent Company

4,523,905

1,061,398
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Net Operating Profit (Loss)
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rative Period Current Peri Statement
31/12/2017 31/12/2018
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629% 72,796 118,028 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)

The decrease in net profit is mainly due to the following: dl gl 880 il Gle (alass] cue pop
— Decrease in group share of profit from associate’s Byhie sy SE LS (Jlael Bl § Legenll Las @ oalasmyl —
results compared with the comparative year. il Bl

— Decrease in rent income compared with the
comparative year.
— Increase in finance income.
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)

Report on the Audit of the Consolidated Financial Statements

Ouwr opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Kuwait Finance and Investment Company K.S.C. (Public) (the
“Parent Company”) and its subsidiaries (together referred to as “the Group") as at 31 December 2018,
and its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted for use by the State of
Kuwait,

What we have audited

The Group’s consolidated financial statements comprise:

= 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 consalidated 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 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion,

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical
requirements that are relevant to our audit of the consolidated financial statements in the State of
Kuwait. We have fulfilled our other ethical responsibilities in accordance with these requirements
and the JESBA Code.

Our audit approach
Overview

o  Measurement of Expected Credit Losses
¢  Recoverability of the carrying amount of intangible assets
* Impairment testing of investment in an associate

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 override 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.
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)
Report on the Audit of the Consolidated Financial Statements (continued)

QOur audit approach (continued)

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

Key audit matter

Measurement of Expected Credit Losses
(“ECL”)

Refer to note 10 to the consolidated financial

statements for the related disclosures.

Management adopted IFRS 9 “financial
instruments” with effect from 1 January 2018.
The new impairment model requires the
recognition of impairment provisions based on
expected credit losses (ECL) rather than only
incurred credit losses as is the case under IAS
39 “financial instruments”, The adoption of the
ECL model under IFRS 9 has resulted in an
increase in the impairment provision by KD 390
thousand, which has been recognized as an
adjustment to the opening balance of retained
earnings at 1 January 2018. On the initial
application of IFRS ¢ management has
evaluated and disclosed the information
required by IFRS 7 and IFRS 9.

The Group applies ECL on all its financial
instruments measured at amortised cost and
debt instruments measured at fair value
through other comprehensive income,

The Group exercises significant judgements and
makes a number of assumptions in developing
its ECL models, which includes probability of
default computation separately for retail and
corporate portfolios, determining loss given
default and exposure at default, forward looking
adjustments and staging criteria.

For defaulted exposures, the Group exercises
judgements to estimate the expected future
cash flows related to individual exposures,
including the value of collateral.

Measurement of ECL is considered as a key
audit matter as the Group applies significant
judgments and makes a number of assumptions
in the staging criteria applied to the financial
instruments as well as in developing ECL
models for calculating its impairment
provisions.

forming our opinion thereon, and we do not provide a separate o

inion on these matters,

How our audil addressed the Key audit
matter

We performed the following audit procedﬁ'r'é's',:' i

We tested the completeness and accuracy of the
data used in the calculation of ECL.

We involved our internal specialists to assess the
following areas:

s Conceptual framework used for developing the
Group's impairment policy in the context of its
compliance with the requirements of IFRS 9 and
Central Bank of Kuwait “CBK” guidelines and
regulations.

¢ ECL modelling methodology and calculations

used to compute the probability of default (PD),
loss given default (LGD), and exposure at
default (EAD) for the Group’s classes of
financial instruments.

¢ Reasonableness of the assumptions made in
developing the modelling framework including
assumptions used for estimating forward
looking scenarios and significant increase in
credit risk.

» Appropriateness of the Group's application of
the staging criteria.

We assessed the consolidated financial statement
disclosures to ensure compliance with IFRS 7 and
IFRS 9.
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)
Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Key audit maller

Recoverability of the carrying amount of

intangible assets
Refer to notes 3 and 14 to the consolidated
financial statements for the related
disclosures.

At 31 December 2018 the Group had an
intangible asset amounting to KD 9,057,299
(2017: KD 9,057,299). No impairment loss has
be;a}n recorded during the current year (2017:
Nib).

The intangible asset represents a brokerage
license of the Group’s subsidiary, KFIC
Financial Brokerage K.S.C.C. The Group is
required to test the intangible asset for
impairment at least on an annual basis and to
immediately write down the carrying amount of
the intangible asset to its recoverable amount in
the event of an impairment.

The annual impairment testing of intangible
assets is considered to be a key audit matter due
to the complexity and the significant judgment
and estimates involved in determining the
recoverable amount of intangible assets,
including estimates of future revenue
volumes, operating costs, terminal value
growth rates and the weighted-average cost
of capital (discount rate).

How our audit addressed the Key audit
matter

We performed the following audit procedures:

We involved our own valuation experts to assist in
evaluating the suitability of the methodology and
model used by management.

We compared current year results with the figures
included in the prior year forecast to consider
whether the current year forecast used in the
valuation model was reasonable in the light of
external factors and factored into account
assumptions that, with hindsight, had been
optimistic in the prior year forecast.

We evaluated management’s cash flow forecasts
and the process by which they were developed
including verifying the mathematical accuracy of
the underlying calculations.

We also tested:

1. management's key assumptions, including
terminal value and long-term growth rates in
the forecasts by comparing them to historical
results and to our knowledge of the industry;
and

2. the discount rate used in the model by
assessing the cost of capital for the Group by
comparing the external benchmarks used in
the WACC calculation to market data and
industry research.

We tested the consolidated financial statement
disclosures, including disclosures of key
assumptions, judgments and sensitivity analysis
around this matter as set out in Note 3 and Note
14 to the consolidated financial statements, for
compliance with the relevant accounting
standards.
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)
Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters {continued

Key audil matter

Impairment testing of investment in an
associate

Refer to notes 3 and 12 to the consolidated
financial statements for the related
disclosures.

Investments in associates include an associate
whose shares are listed on a stock exchange,
The carrying amount of this associate at 31
December 2018 amounted to KD 4,058,067
and the fair value of the associate based on the
closing market price of its shares as of that
date amounted to KD 1,235,444. Management
used the associate’s value in use rather than its
quoted market value because of infrequent
transactions and low volume of shares in the
associate that were traded in the market. This
area was important to our audit because of the
judgements involved in using the value in use
using the discounted forecasted cash flow
model as opposed to the market value and
assessing value in use of the associate which is
complex, and based on assumptions that are
affected by unexpected future market or
economic conditions, including estimates of
future sales volumes, and prices, operating
costs, terminal value growth rates and the
weighted-average cost of capital (discount
rate).

Other information

How our audit addressed the Key audit
matter

We performed the following audit procedures:

We evaluated management’s cash flow forecasts
relating to the associate and the process by which
they were developed including testing the
mathematical accuracy of the underlying
calculations.

We compared current year results with the figures
included in the prior year forecast to consider
whether the current year forecast was reasonable
in the light of external factors and factored into
account assumptions that, with hindsight, had
been optimistic in the prior year forecast.

We assessed in detail and challenged the
calculations performed by management, Our in-
house valuation experts assisted us in evaluating
and challenging the assumptions and
methodology applied by management in its model,
in particular those relating to the forecasted
revenue growth and the discount rate used in the
model by comparing them to historical results and
to our knowledge of the industry and by assessing
the cost of capital for the Group by comparing it to
market data and industry research.

We also tested the adequacy of the Group's
disclosures  regarding those assumptions
including the sensitivity analyses, for compliance
with relevant accounting standards.

Management is responsible for 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 report, and the Group's
complete Annual Report, which is expected to be made available to us after that date.

Our opinion on 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 work 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. We have nothing to report in this regard.

When we read the Group’s complete Annual Report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.

4
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)
Report on the Audit of the Consolidated Financial Statements (continued)

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 International Financial Reporting Standards as adopted for use by
the State of 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.

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.

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:

» 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 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 related 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.
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INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of Kuwait Finance and Investment Company K.S.C. (Public)
Report on the Audit of the Consolidated Financial Statements (continued)

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

= 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.

Wealso 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, we obtained all 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 its executive bylaws, and by the Parent Company's
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, and its executive bylaws nor
of the Parent Company’s 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.

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. 32 of 1968, as amended, concerning currency, the Central
Bank of Kuwait and the organization of banking business, and its related regulations or Law No. 7 of
2010 pertaining to the Establishment of the Capital Markets Authority and the Regulation of
Securities’ Activity and subsequent amendments thereto and its executive bylaws, during the year
ended 31 December 2018.
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License No. 39 A
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