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The main reason for the increase in net profit
due to the growth of gross profit of the activity
by 17.7%. |
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Ttanslated from Arabic

Independent Auditors’ Report on Review of Interim Financial Statements
To the Board of Directors of Egypt Kuwait Holding Company

Introduction

We have reviewed the accompanying consolidated statement of financial position of Egypt
Kuwait Holding Company — An Egyptian Joint Stock Company subject to the provisions of
Investment Incentives & Guarantees Law —,(“the Company™) as of March 31, 2018 and the
related consolidated statements of profit or loss and other comprehensive income, changes in
equity and cash flows for the three -month period then ended , and notes, comprising significant
accounting policies and other explanatory information (“the consolidated interim financial
statements”). Management is responsible for the preparation and fair presentation of these
interim consolidated financial statements in accordance with International Financial Reporting
Standards (IFRS) including the requirements of IAS 34, ‘Interim Financial Reporting’. Our
responsibility is to express a conclusion on these consolidated interim financial statements based
on our limited review.

Scope of Limited Review

Except as discussed in the two paragraphs no. (3) & (4) in the Basis for Qualified Conclusion
,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.

Basis for Qualified Conclusion

The provisions balance, in the consolidated statement of financial position, includes an amount
of approximately USD 23.58 million which does not have a matching obligation out of which
an amount of approximately USD .38 million is formed during the period and the remaining
amount is carried forward from previous years . The aforementioned matter has led to a
decrease in net profit for the period with an amount of approximately USD 0.38, an increase in
the provisions balance as at March 31, 2018 by approximately USD 23.58 million, and a
decrease in equity attributable to owners of the Company as at March 31, 2018 by
approximately USD 23.58 million. We have issued a qualified auditors’ report on the
consolidated financial statements for the financial year ended on December 31, 2017 for the
same reasor.

The Group’s management has not applied the International Financial Reporting Standard No.
(9) “Financial Instruments” despite the fact that it should be in effect starting from January 1%
2018. We were unable to determine the financial effects of disregarding the application of the
said standard on the consolidated financial statements of the financial period ended March 31,
2018 and including disclosures thereof.
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(3) The consolidated financial statements as at March 31, 2018 included the financial statements

4)

of Delta Insurance Co. ( a subsidiary that the Group has obtained control over it during March
2018 ) which have total assets of approximately USD 90.73 million , total liabilities of
approximately USD 71.99 million , total revenues of approximately USD 8.03 million and total
expenses of approximately USD 6.43 million that were consolidated based on the financial
statements prepared in accordance with the Application Guidance of the Egyptian Accounting
Standards applicable to Insurance Sector in light of the Egyptian Accounting Standards and not
in accordance with the International Financial Reporting Standards . We were unable to
determine the effect of the necessary adjustments that should be recognized in the consolidated
financial statements of the financial period ended March 31, 2018 had the financial statements

of such subsidiary been prepared in accordance with the International Financial Reporting
Standards.

In addition , the Group’s management has not accounted for the step acquisition of Delta
Insurance Co. at fair value on the date of control. . We were unable to determine the effect of
the necessary adjustments that should have been recognized in the consolidated financial
statements of the financial period ended March 31, 2018 related to the previously held interest
in the associate at the acquisition date.

As stated in detail in note no. (57) of the notes to the consolidated financial statements , despite
the transfer of ownership of part of remaining shares of the incentives and bonus plan to the
beneficienaries during March 2018 , the Group’s management did has not provided us with the
documents pertaining to the allocation and granting of any of the remaining shares of the the
incentives and bonus plan . As a result , we were unable o determine the effect of the necessary
adjustments that should have been recognized in the consolidated financial statements as at
March 31, 2018.

On the other hand , the Company’s management has not transferred the balance set aside for the
share-based payments transactions amounting to approximately USD 17.56 million as at March
31, 2018 to retained earnings in spite of finalizing the share ownership procedures pertaining to
part of the shares of the incentives and bonus plan to the executive board of directors and senior
managers in 2017 . The said matter that caused an overstatement in the balance set aside for the
share-based payments transactions with an approximate amount of USD 17.56 million and a
decrease in the retained earnings balance with the same amount. We have issued a qualified
auditors’ report on the consolidated financial statements for the financial year ended on
December 31, 2017 for the same reason.

Qualified Conclusion

Except for the probable adjustments in the consolidated financial statements that we could have
been aware of, had the the accounting for the step acquisition of Delta Insurance Co. was made
based on fair value pursuant to what was mentioned in paragraph No. (3) and had we provided
with the documents referred to in paragragh (4) and with the exception of the matters described
in paragraphs (1) & (2) in the Basis for Qualified Conclusion,, and based on our review on the
consolidated financial statements of Egypt Kuwait Holding Company, nothing has come to our
attention that causes us to believe that the accompanying consolidated interim financial
information do not present fairly, in all material respects, the consolidated financial position of
Egypt Kuwait Holding Company as at March 31, 2018 , and of its financial performance and its
cash flows for the three -month period then ended in accordance with IFRS including the
requirements of IAS 34, ‘Interim Financial Reporting’.

KPMG Hazem Hassan

Public Accountants & Consultants

Cairo, May 15, 2018



