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Annua! Financial Statement Results Form
Kuwaiti Company (KWD)

Financial Year Ended on

Company Name

Sokouk Holding Co. (S.A.K.P.)

| Board of Directors ﬁeeﬁn—gb Date

(%) i
Change (%)

-184%

-184%

-16%

-23%

-56%

-19%

-26%

-192%

-202%

-184%

T jad T

Com_parative Year

31/12/2017

(5,113,936)

(8.95)
3,946,509
99,673,156
10,992,963

35,500,302

65,883,474

3,931,488
(4,555,748)

(8.62)%

Annual Financial Statement — Kuwaiti

Company (KWD)

31 December 2018 '

28 March 2018

Current Year
31/12/2018

(14,523,334)

(25.41)
3,304,658
76,608,215
4,849,873

26,347,291

49,038,980

(3,636,046)
(13,780,912)

(24.49)%
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Statement
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Net Profit {Loss) represents the amount
attributable to the owners of the parent
Company

(o) it all g L) aguall § i fgay
Basic & Diluted Earnings per Share (fils)
HJ‘-\SAM Q‘é‘,_a‘,n“

Current Assets

Sl gall (M)

Total Assets

A ghaial iy lhadlf

Current Liabilities

eyl Nas)

Total Liabilities

AV AS A aabine Aalall AL (3 gia  Jlaa)
Total Equity attributable to the owners of the
Parent Company
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Total Operating Revenue
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Net Operating Profit (Loss)

Retained Profit (Loss) / Paid-Up Share Capital
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Statement
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31/12/2017 31/12/2018 !
AV AS N b livay alidl 8 Lt/ N iln
Net Profit (Loss) represents the amount
(5,554,159) (8,610,830) attributable to the owners of the parent
- 0 Company
(u.ul&) ?\.u;.d\, aguhn\ﬂ (’G'“‘“ SJLm';/a:\;._JJ
- 0,

55% (9.72) (15'0_7) ~ Basic & Diluted Earnings per Share (fils) '
| ) Al syl Maa)
s (1,296.300) e Total Operating Revenue
| = eV

dadall (5 lasll) ma M e
118% (5,449,899) (11,898,925) (s gt o

Net Operating Profit {Loss)

e Settlement of the tax claim with the
Zakat and income Tax Authority in the

Kingdom of Saudi Arabia till 31 Dec le il B Ak o Ayl Sl g0

2017 e 31 )l a Ay gt Ay )

2017. . A3l cls A e piledl A Aoty @
e Increase in Share of losses from
Associates. 1

Nil

353,067 K.D
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JE ~ CashDividend
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' Stock Dividend
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= o S - Other Dividend
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* No Dividends
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Ni-sgy | 2T Nil - 225Y Nt
| Issue Premium - I ~ Capital Increase
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Capital Decrease

e Auditor Report Attached
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Sokouk Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2018

INCOME
Hospitality income
Hospitality costs

Net hospitality income

Net income from investment properties
Net income from sokouk utilisation rights
Share of results of associates

Net foreign exchange differences
Management fees

Gain on sale of trading property

Other income

EXPENSES

Staff costs

Administrative expenses
Provisions and impairment losses
Amortisation of leasehold property

Change in fair value of investment properties

Finance costs

LOSS FOR THE YEAR BEFORE TAX

Taxation
LOSS FOR THE YEAR
Attributable to:

Equity holders of the Company
Non-controlling interests

BASIC AND DILUTED LOSS PER SHARE

Notes

[ %]

11

13

o0 D o

11

ATTRIBUTABLE TO EQUITY HOLDERS OF THE

COMPANY

The attached notes 1 to 23 form part of these consolidated financial statements.

2018 2017
KD KD
4,473,935 4,569,300
(2,619,392 (2,658.496)
1,854,543 1,910,804
383,583 355,608
. 195,667 -
(8,619,750) (746,489)
(11,741) (2,419)
50,536 66,573
63,538 .
133,320 28,985
(6,145971) 1,808,729
(1,144,861) (1,331,969)
(1,133,006) (935,572)
(690,566) (1,450,850)
(159,137) {186,348)
(52,000) (208,000)
(1,546,196) (1,615,725)
(4,724,966) (5,728,464)
(10,870,937) (3,919,735)
(3,731,672) (1,350,000)
(14,692,609) (5,269,735)
(14,523,334) (5,113,936)
(79,275) {155,799)
(14,602,609) (5,269,735)
(25.41) fils (8.95) fils
EY ErnsTaYoune
AL AIBAN, AL OSAIM & PARTNERS
__See Our Report Dated
Z 8 ¥AR 2019
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Sokouk Holding Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2018

2018 2017

Notes KD KD
ASSETS
Cash and cash equivalents 2,090,867 1,147,770
Inventories 61,897 58,303
Accounts receivable and prepayments 7 1,351,894 7,851,221
Investment properties 8 5,400,000 5,452,000
Leasehold property 9 2,105,740 3,023,594
Available-for-sale financial assets 10 - 2,649,680
Financial assets at fair value through other comprehensive income 10 2,109,879 -
Investment in associates 11 30,800,004 44,579,656
Property and equipment 12 32,687,934 33,410,910
Trading property 13 - 1,500,022
TOTAL ASSETS 76,608,215 99,673,156
EQUITY AND LIABILITIES
Equity
Share capital 15 59,314,500 59,314,500
Statutory reserve 15 2,895,475 2,895,475
Voluntary reserve 15 2,895,475 2,895,475
Treasury shares 15 (1,769,871) (1,769,871)
Effect of changes in other comprehensive income of associates (1,845,850) (227,053)
Foreign currency translation reserve 55,904 41,146
Fair value reserve (3,394,528) -
Other reserves (272,250) (258,172)
(Accumulated losses) / retained eamings (8.839,875) 2,991,974
Equity attributable to equity holders of the Company 49,038,980 65,883,474
Non-controlling interests 1,221,944 1,289,380
Total equity 50,260,924 67,172,854
Liabilities
Islamic finance payables 16 24,842,869 29,054,420
Accounts payable and accruals 17 1,007,004 2,938,543
Employees’ end of service benefits 497,418 507,339

Total liabilities

TOTAL EQUITY AND LIABILITIES

o

NawafMusaed Abdulaziz Al-Osaimi
irman

The attached notes 1 to 23 form part of these consolidated financial statements.

26,347,291 32,500,302
i i 76,608,215 99,673,156

Ahmad Abdulaziz Al-Nafisi

2 ERNST & YOUNG Vicé Chairman
AL AIBAN, AL OSAIMI & PARTNERS

See Our Report Dated

2 8 MAR 2019
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P.

Report on the Audit of Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Sokouk Holding Company K.S.C.P.
(the “Company™) and its subsidiaries (collectively, the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2018, and the consolidated
statement of profit or loss, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2018, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a besis for our opinion.

Emphasis of Matters

We draw attention to Note 11 to the consolidated financial statements which describes that during
the year 2015, the contractor of one of the properties of an associate of the Company i.e. Munshaat
Real Estate Projects Company K.S.C.P. (“Munshaat”), situated in the Kingdom of Saudi Arabia
has filed a claim against Munshaat for an amount equivalent to KD 41 million and Munshaat has
filed a counterclaim against the same contractor for delay in completing the project for an amount
equivalent to KD 51 million. The ultimate outcome of the matter cannot presently be determined,
and accordingly no provision for any liability that may result has been recognised in the
consolidated financial statements as at and for the year ended 31 December 2018. Our opinion is
not modified in respect of this matter.

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. For each
matter below, our description of how our audit addressed the matter is provided in that context.



EY ErnstaYounc
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF | N /
SOKOUK BOLDING COMPANY K.S.C.P. (continued) mpgsmwm

Report on the Andit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

We have fulfilled the responsibilities described in the Auditor s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.

a) Impairment of investment in associates

The Group has investment in associates as at 31 December 2018 that are accounted for under the
equity method of accounting, whereby these investments are initially stated at cost, and are
adjusted thereafter for the post-acquisition share of results and change in the Group's share of net
assets of associates less any impairment losses.

The management assesses the need to recognise an impairment based on the comparison of the
recoverable value of the associates to their carrying values in the books of account. The
recoverable amount of the material associates is determined based on the fair value of the
underlying leaschold properties that are determined by independent valuers who have experience
in the valuation of properties in the relevant jurisdiction.

The fair values of underlying leasehold properties were determined based on a discounted cash
flows model that is highly dependent on estimates and assumptions such as average room rate,
revenue per available room, occupancy rate and discount rates. The share of results reflect the
Group’s share of results of operations of the associates based on the financial information of the
associates,

As part of our audit procedures, we assessed whether the management has identified any
indications of impairment in its investees, including significant adverse changes in economy,
market, legal environment, industry or the political environment affecting the investees business
also considering any changes in the investee’s financial condition. We have reviewed the
management’s assessment of the reasonableness of key assumptions, including profit forecasts
and the selection of growth rates. We challenged the management to substantiate its assumptions,
including the comparison of relevant assumptions to industry benchmarks and economic
forecasts. We further evaluated the management’s sensitivity analysis to ascertain the impact of
reasonably possible changes to key assumptions on the consolidated financial statements of the
Group.

Additionally, we have also assessed the adequacy of disclosures relating to Group’s investment
in associates in Note 11 to the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF !
SOKOUK HOLDING COMPANY K.S.C.P. (continued) s oy

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

b} iImpairment of property and equipment

Property and equipment of the Group represent a significant part of the total assets of the Group
and are carried at cost less accumulated depreciation and any impairment in value as at
31 December 2018. Property and equipment mainly include freehold land and building that is
being used for Hotel operations. The management has assessed, in accordance with the
requirements of relevant IFRS, whether there are any significant external adverse changes
including market, economic, technological or legal environment factors in which the Group
operates or internal observable factors including failure to meet budgeted and forecasted earnings
in the current and prior years; that may trigger indicators of impairment that will either impact
the carrying value or the remaining useful life of land and building. The management has also
considered certain additional factors such as maintenance status, market knowledge and
historical transactions. Further, the management obtained external valuation reports to support
their judgment of whether any indicators of impairment exists as at the reporting date. The
valuations provided by the external valuer are based on the market approach, which mainly uses
the data of comparable properties.

Given the significance of these assets and the associated depreciation expense of the building to
the consolidated financial statements as a whole and the assumptions used by the management
in assessing ‘whether there are any indicators of impairment, we have identified impairment of
property and equipment as a key audit matter. The accounting policies relating to property and
equipment and the judgments and assumptions used by the management in assessing the
indicators of impairment are disclosed in Note 3.6 to the consolidated financial statements.

Our audit procedures included, among other things, evaluation of management’s assessment of
indicators of impairment as at the reporting date. As described above, the key inputs used by the
management in assessing whether there are any indicators of impairment of property and
equipment included market related data such as the local economic factors, technological or legal
environment specifically to the State of Kuwait and also certain internal information relating to
the cash flows generated by the Hotel operations.

We have challenged the assumptions and estimates made by management of the Group and the
external valuers in the valuation methodology about the appropriateness of the property related
data supporting the estimated recoverable amount.

We have also considered the objectivity, independence and competence of the external valuers.
With respect to the valuation of land, we have evaluated the reasonableness of the value provided
by the external valuer by benchmarking it with the publicly available real estate research reports.
Further, we have also assessed the appropriateness of the disclosures relating to the property and
equipment of the Group in Note 12 to the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SOKOUK HOLDING COMPANY K.S.C.P. (continued) mmm S'gsfgﬂﬂcmor.!

Report on the Audit of Consolidated Financial Statements (continued)

Other information included in the Group’s 2018 Annual Report

Other information consists of the information inciuded in the Group’ 2018 Annuai Report, other
than the consolidated financial statements and our auditor’s report thereon. We obtained the report
of the Company’s Board of Directors, prior to the date of our auditor’s report, and we expect to
obtain the remaining sections of the Annual Report after the date of our amditor’s report.
Management is responsible for the other information.

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 and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audits, 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.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

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

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. '
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF  INMALED For menmiRcanion
SOKOUK HOLDING COMPANY K.S.C.P. (continued) PURPOSES OALY

Report on the Audit of Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o 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 nisks,
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.

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

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

» Conchude 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 refated 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.

s 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 control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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Report on the Audit of Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financiai 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 account have been kept by the Company and the
consolidated financial statements, together with the contents of the report of the 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, as amended, and its executive regulations, as
amended, and by the Company’s Memorandum of Incorporation and Articles of Association, as
amended, that an inventory was duly carried out and that, to the best of our knowledge and belief,
no violations of the Companies Law No.1 of 2016, as amended, and its executive regulations, as
amended, nor of the Company’s Memorandum of Incorporation and Articles of Association, as
amended, have occurred during the year ended 31 December 2018 that might have had a material
effect on the business of the Company or on its financial position.

BADER A. AL-ABDULJADER
LICENCE NO. 207 A

EY
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