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KPMG Safi Al-Mutawa & Partners
Al Hamra Tower, 25th Floor
Abdulaziz Al Sagr Street

P.O. Box 24, Safat 13001

State of Kuwait

Tel.: +965 2228 7000

Fax: +965 2228 7444

Independent auditor’s report

The Shareholders
City Group Company K.S.C.P.
State of Kuwait

We have audited the consolidated financial statements of City Group Company K.S.C.P. (“the Company™)} and its
subsidiaries (together “the Group”), which comprise the consolidated statement of financial position as at 31 December
2017, the consolidated statements of profit or loss and other comprehensive income, changes in equity and cash flows
for the year then ended, and notes, comprising significant accounting policies and other explanatory information.

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 2017, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). 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 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 basis for our opinion.

Other Information

Management is responsible for the other information. The other information obtained at the date of this auditor’s report
is the Board of Directors report included in the Group’s annual report, but does not include the consolidated financial
stalements and our auditor’s report thereon.
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Our opinion on the consolidated financial statements does not cover the other information and we do 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 audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information 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 Governanee for the consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial stalements in
accordance with IFRS, 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 concem and using the going concem
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 oblain 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 skepticism
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 Lo provide a basis for our opinion. The risk of not detecling a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, inlentional 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.
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- 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
1o cease to continue as a going concem.

- 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.

Report on Other Legal and Regulatory Requirements

We further report that we have oblained the information and explanations that we required for the purpose of our audit
and the consolidated financial statements include the information required by the Companies Law No. | of 2016, as
amended, and its Executive Regulations and the Company’s Memorandum and Articles of Association. In our opinion,
proper books of account have been kept by the Company, an inventory count was carried out in accordance with
recognized procedures and the accounting information given in the board of directors’ report agrees with the books of
accounts of the Company. We have not become aware of any violations of the provisions of the Companies Law No. 1
of 2016, as amended, and its Executive Regulations, or of the Company’s Memorandum and Articles of Association
during the year ended 31 December 2017 that might have had a material effect on the business of the Group or on its
consolidated financial position.

Safi A, Al-Mutawa

License No 138 “A”

of KPMG Safi Al-Mutawa & Partners

Member firm of KPMG International Kuwait: 13 February 2018
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City Group Company K.5.C.P. and subsidiaries

State of Kuwait

Consolidated statement of financial position

as at 31 December 2017

Assets

Property and equipment
Goodwill

Non-current assets

[nventories

Trade and other receivables
Due from related parties
Cash and cash equivalents
Current assets

Total assets

Equity

Share capital
Legal reserve
General reserve
Retained earnings
Total equity

Liabilities

Borrowings

Finance lease liability
Post employment benefits
Non-current liabilities

Borrowings

Finance lease liability
Trade and other payables
Due to related parties
Current liabilities

Total liabilities

Total equity and liabilities

The accompanying notes form™gn integral part of these consolidated financtal statements.
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11

12
i3

12
13

14
27

2017 2016

KD KD
17,373,125 16,354,626
55,000 55,000
17,428,125 16,409,626
870,560 665,423
6,151,005 4,206,301
3,439,327 2,055,880
9,976,178 13,345,978
20,437,070 20,273,582
37.865,195 36,683,208
11,300,789 11,300,789
5,976,290 5,976,290
5,650,395 5,650,395
7.374,186 7,630,361
30,301,660 30,557,835
437,501 -
667,052 756,781
1,805.889 1,573,136
2,910,442 2,329.917
250,000 -
89,729 86,278
3,985,232 3,341,203
328,132 367,975
4,653,093 3,795,456
7,563,535 6,125,373
37,865,195 36,683,208
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City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Consolidated statement of profit or loss and other comprehensive income

Sfor the year ended 31 December 2017

Operaling revenues
Operating costs

Depreciation and amortisation
Gross profit

Other income

Gain on disposal of receivable against sale of
investment

General and administrative expenses

Results from operating activities

Finance income

Finance costs

Net finance income

Profit for the year before taxes

Zakat

Kuwait Foundation for the Advancement of Sciences
(“KFAS"™)

National Labour Support Tax (“NLST™)

Net profit for the year

Other comprehensive income
Total comprehensive income for the year

Earnings per share (Basic and diluted) (fils)

The accompanying notes form an integral part of these consolidated financial statements.

Notes

15
16

17

18

19
20

21

2017 2016
KD KD
22,292,406 20,916,831
(9,602,763) (8,736,190)
(2,135,078) (2,256,028)
10,554,565 9,924,613
1,180,423 974,221

. 264,542
(4,070,545) (4,188,669)
7,664,443 6,974,707
193,204 248,375
(40,540) (37,041)
152,664 211,334
7,817,107 7,186,041
(84,559) (51,970)
(78,171) (71,860}

- (95,464)

7,654,377 6,966,747
7,654,377 6,966,747
68 62
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City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Consolidated statement of cash flows

Jor the year ended 31 December 2017

Cash flows from operating activities
Net profit for the year

Adjustments for:

Depreciation and amortisation

Loss / (gain) on disposal of property and equipment
Gain on disposal of receivable against sale of investment
Provision for slow moving inventories, net

Provision for doubtful debts

Reversal of provision for doubtful debits

Provision for post employment benefits

Foreign exchange gain

Net finance income

Changes in:

- Inventories

trade and other receivables

due from related parties

trade and other payables

- due to related parties

Cash generated from operations

Payment of post employment benefits

Net cash generated from operating activities

Cash flows from investing activities

Additions to property and equipment

Proceeds from disposal of property and equipment
Receivable against sale of investment

Net change in time deposits with original maturity
period exceeding three months

Interest income received

Net cash used in investing activities

Cash flows from financing activities
Net movement in borrowings

Finance cost paid

Dividend paid

Net cash used in financing activities

Net changes in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Notes

24
24

27

8

2017 2016
KD KD
7,654,377 6,966,747
2,135,078 2,256,028
17,015 (12,834)

- (264,542)

45,459 116,372
378,381 385,339
(17,776) -
322472 636,817
(2,473) (324)
(152,664) (211,334)
10,379,869 9,872,269
(250,596) 71,086
(2,498,512) 612,155
(1,383,447) 2,296,777
719,705 (147,891)
(39,843) 105,265
6,927,176 12,809,661
(89,719) (482,410)
6,837,457 12,327,251
(3,202,913) (2,682,460)
32,321 24,725

- 2,035,025

500,000 (7,000,000)
193,203 109,806
(2,477,389) (7,512,904)
687,501 -
(6,817 .
(7,910,552) (6,762,646)
(7,229,368) (6,762,646)
(2,869,800) (1,948,299)
5,345,978 7,294,277
2,476,178 5,345,978

The accompanying notes form an integral part of these consolidated financial statements.
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City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

1.

Reporting entity

City Group Company K.S.C.P. (“the Company”) is a Kuwaiti Shareholding Company
incorporated in the State of Kuwait on 3 August 1977 under the commercial license no. 25724
dated 8 August 1977. The Company’s shares were delisted from the Kuwait Stock Exchange
(“KSE”} from 19 June 2016 as per the Capital Market Authority (CMA) approval by their letter
dated 14 December 2015.

The registered office of the Company is located at Sulaibiya, P.O. Box 24611, Safat 13107,
Kuwait.

The consolidated financial statements as at and for the year ended 31 December 2017 comprise
the Company and its subsidiaries (together referred to as “the Group™ and individually “the
Group entities™). A list of significant directly owned subsidiaries is as follows:

Name of the entity Country of Percentage of  Principal activities

incorporation ownership

2017 2016

Boodai Aviation Company Kuwait 99% 99%  Travel and cargo
W.L.L. services
Boodai Aviation Agencies Kuwait 99% 99%  Iniernational airline
Company W.L.L. agency services
Abar Qil Field Services Kuwait 99% 99%  Qil field services
Company W.L.L.
Transport & Warehousing Kuwait 99% 99%  Warehousing
Real Estate Group Company services
W.L.L.
Kuwait China Bus Company Kuwait 98% 98%  Transport services
W.LL,

Rest of the ownerships in subsidiaries are held by affiliates of the Company as nominees. Such
affiliates have acknowledged that they hold shares on behalf and for the benefit of the Company.
The Company accounts for these subsidiaries based on the percentage of beneficial ownership.

The objectives of the Company as per memorandum and articles of association is set out below:

a. Carrying out all operations of overland transportation and transporting goods of all kinds
including vegetables, fruits, meat and liquids and loose material inside and outside Kuwait.

b. Carrying out all operations serving or related 10 overland transportation including import
transactions, owning different means of overland transportation including cars and other
means, spare parts and maintenance workshops, completing its parts and operations of
leasing and renting for these different means of transportation in different roads.

¢. Owning, renting, and leasing real estates and land necessary for serving different activities

carried out by the company and included in its objectives.

d. Customs clearance for imported and exported goods and packing different kinds of goods.
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City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

Carrying out all operations and efforts that lead to reinforcement of connections among Arab
countries and enhancing overland transportation among them.

Representing foreign companies related to the company’s activities.

Carrying out stevedoring works for different goods including catalysts and hazardous
material.

Establishing warehouses of all types and equipping them with levers and specials
installations for arranging and moving goods and performing all warehousing works,
managing and maintaining all warehouses and renting them to other parties in the aim of

storing of all goods in addition to cars and heavy equipment along with controlling the
stored.

Sharing in managing, operating and maintaining the marine and land ports related to the
transportation activities.

Performing all the activities of electronic trade in the work field of the company.
Establishing and renting buildings necessary for transportation services and works.

Marine transportation activities of all kinds; ships services and provisioning, agents for ships
companies.

. Passenger overland transportation of all kinds and owning passenger transportation means.

Renting and leasing heavy equipment and all kinds of transportation equipment related to
the overland transportation.

Offering services in the field of aviation industry, airports management including ground
services supporting passengers, planes and goods.

Utilizing the financial surplus available in the company accounts through investing in
financial and real estate portfolios managed by specialized companies and bodies pursuant
to the Amiri decree no 235 of 2003,

The Company may have interests or in any way associate itself with bodies camrying out
activities similar to its own or which may help the Company to realize its objectives in the State
of Kuwait or abroad and may purchase or acquire such bodies thereto.

These consolidated financial statements for the year ended 31 December 2017 were authorized
for issuance by the Board of Directors on 13 February 2018.

a)

Basis of preparation

Statement of compliance

The consolidated financial statements have been prepared in accordance with
International Financial Reporling Standards (“IFRS”), the requirements of the
Companies Law No. 1 of 2016, as amended, and its Executive Repulations, the
Company’s Articles of Association and Ministerial Order No. 18 of 1990.
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Notes to the consolidated financial statements
Jor the year ended 31 December 2017
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b) Basis of measurement

The consolidated financial statements have been prepared on historical or amortised cost
basis.

<) Functional and presentation currency

These consolidated financial statements are presented in Kuwaiti Dinars (“KD"), which
is the functional currency of the Company.

d) Use of estimates and judgments

The preparation of consolidated financial statements in conformity with [FRS require
management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates,

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to

accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected.

Estimates and judgments that have the most significant effect on the consolidated
financial statements are useful lives of property and equipment, goodwill, trade
receivables and inventories.
Significant accounting policies
The accounting policies used in the preparation of these consolidated financial statements are
consistent with those used in the previous year except for the adoption of the following new
and amended standards effective for the annual periods beginning on 1 January 2017.

Disclosure initiatives (Amendments to 148 7)

The amendments require disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash
flow and non-cash changes.

Amendments to IAS 12: Recognition aof Deferred Tax Assets for unrealized losses

The amendments clarify the accounting for deferred tax assets for unrealized losses on debt
instruments measured at fair value.

Annual improvements to IFRS 2014-2016 cycle

The annual improvements to IFRS 2014-2016 cycle including amendments to IFRS, which are
summarised below:

IFRS 12: Disclosure of interest in other entities

The amendments to IFRS 12 provide additional guidelines to disclose requirements for interest
in other entities also apply to interest that are classified as held for sale or distribution.

10
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City Group Company K.S.C.P. and subsidiarics
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

a)

ii.

i,

Basis of consolidation

Business combinations

Business combinations are accounted for using the acquisition method as at the
acquisition date, which is the date on which control is transferred to the Group. The
Group controls an entity when it is exposed to, or has the right to, variable retumns from
its involvement with the entity and has the ability to affect those returns through its
powers over the entity,

The Group measures goodwill at the acquisition date as:

- the fair value of the consideration transferred; plus

- the recognised amount of any non-controlling interests in the acquiree; plus

- if the business combination is achieved in stages, the fair value of the pre-existing
equity interest in the acquiree; less

- the net recognised amount (generally fair value) of the identifiable assets acquired
and liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in the
consolidated statement of profit or loss and other comprehensive income.

The consideration transferred does not include amounts related to the settlement of pre-
existing relationships. Such amounts generally are recognised in the consolidated
statement of profit or loss and other comprehensive income.

Transactions costs, other than those associated with the issue of debt or equily securities,
that the Group incurs in connection with a business combination are expensed as
incurred.

Non-controlling interests

For each business combination, the Group elects to measure any non-conirolling
interests in the acquiree either:

- at fair value; or

- at their proportionate share of the acquiree’s identifiable net assets, which are
generally at fair value.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are
accounted for as transactions with owners in their capacity as owners. Adjustments to
non-controlling interests are based on a proportionate amount of the net assets of the
subsidiary. No adjustments are made to goodwill and no gain or loss is recognised in the
consolidated statement of profit or loss and other comprehensive income.

Subsidiaries
Subsidiaries are entities controlled by the Group. The financial statements of

subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases.

I



City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

iv,

LA

b)

Loss of control

On the loss of control, the Group derecognizes the assets and liabilities of the subsidiary,
any non-controlling interests and the other components of equity related to the
subsidiary. Any surplus or deficit arising on the loss of control is recognised in the
consolidated statement of profit or loss and other comprehensive income.

If the Group retains any interest in the previous subsidiary, then such interest is
measured at fair value at the date the control is lost,

Subsequently, that retained interest is accounted for as an equity-accounted investee or
as an available-for-sale financial asset depending on the level of influence retained.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising
from intra-group transactions, are eliminated in preparing the consolidated financial
statements. Unrealised gains arising from transactions with equity accounted investees
are eliminated against the investment to the extent of the Group’s interest in the
investees. Unrealised losses are eliminated in the same way as unrealised gains, but only
10 the extent that there is no evidence of impairment.

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies
of Group entities at exchange rates at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies at the reporting date are retranslated to the
functional currency at the exchange rate at that date. The foreign currency gain or loss
on monetary items is the difference between amortised cost in the functional currency
at the beginning of the year, adjusted for effective interest and payments during the year,
and the amortised cost in foreign currency translated at the exchange rate at the end of
the year. Foreign currency differences arising on retransiation are recognised in the
consolidated statement of profit or loss and other comprehensive income,

Non-monetary assets and liabilities that are measured at fajr value in a foreign currency
are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Non-monetary items that are measured based on historical cost
in a foreign currency are translated using the exchange rate at the date of the transaction.

Financial instruments

Non-derivative financial assets
The Group classifies non-derivative financial assets inio loans and receivables.

The Group initially recognises loans and recejvables on the date that they are originated.
All other financial assets are recognised initially on the trade date, which is the date that
the Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows
from the asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all the risks and rewards of ownership of the financial
asset are transferred. Any interest in such transferred financial assets that is created or
retained by the Group is recognised as a separate asset or liability.

12
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City Group Company K.S.C.P. and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
for the year ended 31 December 2017

i,

iil.

d)

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are recognised initially at fair value plus any
directly attributable transaction costs. Subsequent to initial recognition, loans and
receivables are measured at amortised cost using the effective interest method, less any
impairment losses. At the reporting date, non-derivative financial assets classified into
loans and receivables category comprise of cash and cash equivalents, due from related
parties, receivable against sale of investment and trade and other receivables.

Cash and cash equivalents comprise cash balances and call deposits with maturities of
three months or less from the acquisition date that are subject to an insignificant risk of
changes in their fair value, and are used by the Group in the management of its shor-
term commitments.

Financial assets and liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Group has a legal right to offset the
amounts and intends either to settle them on a net basis or to realise the asset and settle
the liability simultaneously.

Non-derivative financial liabilities

The Group initially recognises debt securities issued and subordinated liabilities on the
date that they are originated. All other financial labilities are recognised initially on the
trade date, which is the date that the Group becomes a party to the contractual provisions
of the instrument.

The Group derecognises a financial liability when its contractual obligations are
discharged, cancelled or expire.

The Group classifies non-derivative financial liabilities into the other financial liabilities
category. Such financial liabilities are recognised initially at fair value less any directly
atiributable transaction costs. Subsequent to initial recognition, these financial liabilities
are measured at amortised cost using the effective interest method.

At the reporting date, non-derivative financial liabilities classified into other financial
liabilities category comprise borrowings, due to related parties and trade and other
payables.

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of ordinary shares are recognised as a deduction from equity,

Property and equipment

Property and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses (refer note 3 (h)).

Cost includes expenditure that is directly attributable to the acquisition of the assel.

13
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The cost of replacing a component of an item of property and equipment is recognised
in the carrying amount of the item if it is probable that the future economic benefits
embodied within the component will flow to the Group, and its cost can be measured
reliably. The carrying amount of the replaced component is derecognised. The costs of
the day-to-day servicing of property and equipment are recognised in the consolidated
statement of profit or loss and other comprehensive income as incurred.

Depreciation is based on the cost of an asset less its residual value.
Depreciation is recognised in the consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the estimated useful lives of each

component of an item of property and equipment. Land is not depreciated.

The estimated useful lives for the current and comparative years are as follows:

Years
Leasehold land ; 10
Buildings 10-20
Prefabricated buildings 5-10
Fleet / vehicles 5-10
Furniture and fixtures 5
Office equipment 5
Tools and machinery 5

Depreciation method, useful lives and residual values are reviewed at each reporting
date and adjusted, if appropriate, to ensure that the period of depreciation is consistent
with the expected pattern of economic benefits from items of property and equipment.

Capital work in progress represent the amounts that are incurred for the purpose of
constructing or purchasing property and equipment until it is ready to be used in the
operation, upon which it is transferred to property and equipment.

Leasehold land

Leases in terms of which the Group assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon initial recognition the leased assel is
measured at an amount equal to the lower of its fair value and the present value of the
minimum lease payments.

Leasehold land is depreciated over the period of lease term or their estimated useful
lives whichever is lower, unless it is reasonably certain that the Group will obtain
ownership by the end of the lease term.

Leases

Finance leases liability is recognized at the present value of the minimum lease
payments at the inception of the lease term. Lease payments are apportioned between
the finance charges and reduction of the lease liability so as to achieve a constant cost
on the remaining balance of the liability,
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f

g)

h)

Goodwill
Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses. In respect of equity
accounted investees, the carrying amount of goodwill is included in the carrying amount
of the investment, and an impairment loss is allocated to the carrying amount of the
equity-accounted investee, as a whole.

Inventories

Inventories are measured at the lower of cost and net realizable value. Net realizable
value is the estimated selling price in the ordinary course of business less the estimated
costs of completion and selling expenses.

The cost of inventories is based on the weighted average cost principle and includes
expenditure incurred in acquiring the inventories and other costs incurred in bringing
them to their existing location and condition.

Impairment

i.  Non-derivative financial assets

A financial asset not classified as at fair value through profit or loss, including an interest
in an equity-accounted investee, is assessed at each reporting date 1o determine whether
there is objective evidence that it is impaired. A financial asset is impaired if there is
objective evidence of impairment as a result of one or more events that occurred afier the
initial recognition of the asset, and that loss event had an impact on the estimated future
cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets are impaired includes default or delinquency by
a debtor, restructuring of an amount due to the Group on terms that the Group would not
consider otherwise, indications that a debtor or issuer will enter bankruptcy, adverse
changes in the payment status of borrowers or issuers, economic conditions that correlate
with defaults or the disappearance of an active market for a security. In addition, for an
investment in an equity security, a significant or prolonged decline in its fair value below
its cost is objective evidence of impairment.

Financial assets measured at amortised cost

The Group considers evidence of impairment for financial assets measured at amortised
cost at both a specific asset and collective level. All individually significant assets are
assessed for specific impairment. Those found not 1o be specifically impaired are then
collectively assessed for any impairment that has been incurred but not yet identified.
Assets that are not individually significant are collectively assessed for impairment by
grouping together assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical trends of the probability of
default, the timing of recoveries and the amount of loss incurred, adjusted for
management’s estimation as to whether current economic and credit conditions are such
that the actual losses are likely to be greater or lesser than suggested by historical trends.
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Sor the year ended 31 December 2017

i)

An impairment loss in respect of a financial asset measured at amortised cost is calculated
as the difference between its carrying amount and the present value of the estimated
future cash flows discounted at the asset’s original effective interest rate. Losses are
recognised in the consolidated statement of profit or loss and other comprehensive
income and reflected in an allowance account against loans and receivables. When an
event occurring afier the impairment was recognised causes the amount of impairment
loss to decrease, the decrease in impairment loss is reversed through the consolidated
statement of profit or loss and other comprehensive income.

ii. Nen-financial assets

The carrying amounts of the Group’s non-financial assets, other than inventories are
reviewed al each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is
estimated. Goodwill and indefinite-lived intangible assets are tested annually for
impairment. An impairment loss is recognised if the carrying amount of an asset or cash-
generating unit (CGU) exceeds its recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or CGU. For
impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or CGUs. Subject to an operating segment ceiling test, CGUs to
which goodwill has been allocated are aggregated so that the level at which impairment
testing is performed reflects the lowest level at which goodwill is monitored for internal
reporting purposes. Goodwill acquired in a business combination is allocated to groups
of CGUs that are expected to benefit from the synergies of the combination.

Impairment losses are recognised in the consolidated statement of profit or loss and other
comprehensive income. Impairment losses recognised in respect of CGUs are allocated
first to reduce the carrying amount of any goodwill allocated to the CGU (group of
CGUs), and then to reduce the carrying amounts of the other assets in the CGU (group
of CGUs) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment
loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation,
if no impairment loss had been recognised.

Post employment benefits

Employees are entitled to an end of service indemnity payable under the Kuwait Labor
Law based on the employees’ accumulated periods of service and latest entitlements of
salaries and allowances. The expected costs of these benefits are accrued over the
period of employment.

16
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Kiwaiti employees

Pensions and other social benefits for Kuwaiti employees are covered by the Public
Institution for Social Security Scheme, to which employees and employers contribute
monthly on a fixed-percentage-of-salaries basis. The company’s share of contributions
to this scheme, which is a defined contribution scheme, are charged to the statement of
profit or loss in the year to which they relate.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. Provisions are determined
by discounting the expected future cash flows at a rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognised as finance cost.

Revenue recognition

- Revenue from rendering of services is recognized when the services are provided
and the outcome of the transaction can be estimated reliably.

- Commission income on airline ticket is recognized on the sale of tickets. Claims
recoverable are recognized only when its recoverability is established.

- Operaling lease income is recognised in the consolidated statement of profit or loss
and other comprehensive income on a straight-line basis over the term of the lease.

Finance income and finance costs

Finance income comprises interest income on funds invested. Interest income is
recognised as it accrues in the consolidated statement of profit or loss and other
comprehensive income, using the effective interest method.

Finance costs comprise interest expense on borrowings. Finance costs are recognized in
the statement of other comprehensive income using the effectlive interest method. The
effective interest rate is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial liability (or, where
appropriate, a shorter period) to the carrying amount of the financial liability, when
calculating the effective interest rate.

Earnings per share

The Group presents basic and diluted earnings per share data for its ordinary shares.
Basic earnings per share is calculated by dividing the profit or loss attributable to
ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the year, adjusted for own shares held. Diluted eamings per
share is determined by adjusting the profit or loss attributable to ordinary shareholders
and the weighted average number of ordinary shares outstanding, adjusted for own
shares held, for the effects of all dilutive potential ordinary shares.
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Segment reporting

A segment is a distinguishable component of the Group that engages in business
activities from which it earns revenues and incurs costs. The operating segments are used
by the management of the Group to allocate resources and assess performance. Operating
segments exhibiting similar economic characteristics, product and services, class of
customers where appropriate are aggregated and reported as reportable segments.

An operating segment is a component of the Group that engages in business activities
from which it may earn revenues and incur expenses, including revenues and expenses
that relate to transactions with any of the Group’s other components. All operating
segments’ operating results are reviewed regularly by the Group’s Executive Committee
to make decisions about resources to be allocated to the segment and to assess its
performance, and for which discrete financial information is available. Segment results
that are reported to the Group’s Executive Committee include items directly attributable
to a segment as well as those that can be allocated on a reasonable basis. Unallocated
items comprise mainly corporate assets and other expenses required by articles.

Segment capital expenditure is the total cost incurred during the year to acquire property
and equipment, and intangible assets other than goodwill.

Standards and interpretations not vet adopted

The following IASB Standards which are relevant to the Group, have been issued but
are not yet effective and have not been early adopted by the Group.

IFRS 15 - Revenue from Contracts with customers

TFRS 15 will be effective for annual periods beginning on or afier 1 January 2018 with
early adoption permitted. The standard establishes a five-step principle-based approach
for revenue recognition and is based on the concept of recognising an amount that reflects
the consideration for performance obligations only when they are satisfied and the control
of goods or services is transferred. It applies to all contracts with customers, except those
in the scope of other standards. It replaces the existing revenue recognition guidance
including in IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer
Loyalty Program, [FRIC 15 Agreements for the Construction of Real Estate, IFRIC 18
Transfers of Assets from Customers and SIC-31 Revenue - Barter Transactions Involving
Advertising Services.

In 2017, the Group performed a preliminary assessment of I[FRS 15 and concluded that
the adoption of IFRS 15 will have a minimal impact on its consolidated results. The
Group is in the business of providing transport services. Approximately, 70% of the
Group’s revenue is derived from public transportation wherein, the service involved are
passenger journeys from one stop to another for a short duration. Other streams of
revenue include providing fleet of busses on monthly rentals, warehousing and real estate
rentals and travel and tourism related services.
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Fleet and warehousing services are provided on a contractual basis where revenue is
recognized upon the completion of performance obligations and are billed on a monthly
basis as per the contractual terms. In each stream of revenue, only services are offered
without clubbing of any additional products with these services.

The Group does not expect to have any impact on the Group’s profit or loss on adoption
of IFRS 15, as the Group recognizes the revenue at the point in time when services have
been rendered to the customer. The services offered by the Group primarily have only
one performance obligation.

The Group plans to adopt IFRS using cumulative effect method, with the effect of initially
applying this standard recognized at the date of initial application i.e. 1 January 2018. As
a result, the group will not apply the requirements of IFRS 15 to the comparative period
presented.

IFRS 9 - Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments (IFRS
9) that replaces IAS 39 Financial Instruments: Recognition and Measurement (IAS 39)
and all previous versions of IFRS 9. IFRS 9 brings together all three aspects of the
accounting for financial instruments project i.e. classification and measurement,
impairment and hedge accounting. IFRS 9 is effective for annual periods beginning on
or after | January 2018, with early application permitted. Except for hedge accounting,
retrospective application is required but providing comparative information is not
compulsory. For hedge accounting, the requirements are generally applied
prospectively, with some limited exceptions.

The Group plans to adopt the new standard on the required effective date and will not
restate comparative information. During 2017, the Group has performed an initial
assessment of IFRS 9. This assessment is based on currently available information and
may be subject to changes arising from further reasonable and supportable information
being made available to the Group in 2018 when the Group will adopt IFRS 9. Overall,
the Group expects no significant impact on its statement of financial position and equity
except for the effect of applying the impairment requirements of IFRS 9.

i. Classification and measurement

The management does not expect a significant impact on its consolidated financial
position or equity on applying the classification and measurement requirements of [FRS
9. It expects to continue measuring at fair value all financial assets currently held at fair
value.

Other financial assets

Trade and other receivables and other loans are held to collect contractual cash flows
and are expected to give rise to cash flows representing solely payments of principal and
interest. The Group analysed the contractual cash flow characteristics of those
instruments and concluded that they meet the criteria for amortised cost measurement
under IFRS 9. Therefore, reclassification for these instruments is not required.
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Financial liabilities

IFRS 9 largely retains the existing requirements of IAS 39 for the classification of
financial liabilities. The Group concluded that it has not designated any financial
liabilities at fair value through profit or loss and it has no current intention to do so. The
Group’s assessment did not indicate any material impact regarding the classification of
financial liabilities at 1 January 2018.

ii. Impairment

IFRS 9 requires the Group to record expected credit losses on all its financial assets
carried at amortised costs either on a 12 month or lifetime basis. The Group elected to
apply simplified approach and record lifetime expected losses on all financial assets
carried at amortised costs. While the Group has not yet undertaken a detailed assessment
of how its impairment provisions would be affected by the new model, which may result
in an earlier recognition of credit losses upon adoption of IFRS 9. The management does
not expect a significant impact on its consolidated financial position or equity.

iii. Hedge Accounting

The management does not expect any impact on the consolidated financial statements
of the Group resulting from hedge accounting under IFRS 9 as currently, the Group has
not entered into any such instruments.

iv. Disclosure

IFRS 9 will require extensive new disclosures, in particular hedge accounting, credit
risks and expected credit loss. These are expected to change the nature and extent of the
Group’s disclosures about its financial instruments particularly in the year of the
adoption of IFRS 9.

IFRS 16 Leases

IFRS 16 introduces a single, on balance lease sheet accounting model for lessees. A
lessee recognizes a right-of-use asset representing its right to use the underlying asset
and a lease liability representing its obligation to make lease payments. There are
optional exemptions for short-term leases and leases of low value items. Lessor
accounting remains similar to the current standard — i.e. lessors continue to classify
leases as finance or operating leases. [FRS 16 replaces existing leases guidance
including 1AS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard is effective for annual
periods beginning on or after 1 January 2019. Early adoption is permitted for entities
that apply IFRS 15 Revenue from Contracts with Customers at or before the date of
initial application of IFRS 16. The management is currently assessing the impact of this
standard has on the financial position and performance of the Company.
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4,

Receivable against sale of investment

This represents net present value of long-term receivable against sale of shares in erstwhile
subsidiary of the Group; Comprehensive Multiple Transportation Company (CMTC), to
Government of Jordan. The total consideration of USD 10 million was scheduled to be paid in
equal annual instalments of USD 1 million maturing in 2022.

During the second quarter of 2016, the Group received the third installment of KD 301,650
(equivalent to USD 1 million). In the third quarter the Group sold the remainder of the debt to a
third party for a consideration of USD 5.8 million (KD 1.7 million) with no recourse on the Group.
The gain on de-recognition amounting to KD 264,542 has been recognized in the statement of
profit or loss and other comprehensive income for the year ended 31 December 2016.
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Notes to the consolidated financial statements
Jfor the year ended 31 December 2017

6. Inventories

Stores and spares
Goods in transit

Less: Provision for slow moving inventories

7. Trade and other receivables

Trade receivables
Provision for doubtful trade receivables

Other receivables
Provision for doubtfisl other receivables

Staff advances
Commission receivable
Deposits and prepayments

2017 2016

KD KD
1,050,989 788,313
- 12,080
1,050,989 800,393
(180,429) (134,970)
870,560 665,423
2017 2016

KD KD
5,444,770 3,960,003
(1,444,365) (1,083,760)
4,000,405 2,876,243
936,629 752,897
(285,134) (285,134)
651,495 467,763
296,207 262,809
593,026 185,116
609,872 414,370
6,151,005 4,206,301

The Group’s exposure to credit and currency risks, and impairment losses related to trade and

other receivables, is disclosed in note 24.

8. Cash and cash equivalents

Cash on hand

Bank balances

- currenti accounts
- call accounts

- time deposits

Cash and cash equivalents in consolidated statement of

financial position

Less: Time deposits with original maturity period

exceeding three months

Cash and cash equivalents in consolidated statement of

cash flows

23

2017 2016
KD KD
195,440 153,095
1,746,392 1,705,238
534,346 137,199
7,500,000 11,350,446
9,976,178 13,345,978
(7,500,000) (8,000,000)
2,476,178 5,345,978
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10.

11.

12.

13.

Time deposits range from more than three months to one year and carry an effective interest
rate ranging from 0.75% to 2.5% per annum (31 December 2016: 0.500% to 2.687% per
annum).

Share capital

The authorised, issued and paid-up-capital comprises of 113,007,890 shares of 100 fils each (31
December 2016: 113,007,890 shares of 100 fils each) contributed in cash.

Legal reserve

In accordance with the Companies Law No. 1 of 2016, as amended, and its Executive Regulations,
and the Company’s Articles of Association, 10% of the profit for the year is transferred to legal
reserve until the reserve totals 50% of the paid-up share capital.

Distribution from legal reserve is limited to enable payment of dividend of 5% of paid-up share
capital to be made in years when retained earnings are not sufficient for the payment of dividends.
Transfer to legal reserve is not taken in the current year as the reserve has reached 50% of the
paid-up share capital.

General reserve

As required by the Company’s articles of association, 10% of the profit for the year is required to
be transferred to the general reserve. Such annual transfers can be discontinued by a resolution of
shareholders in the annual general assembly meeting upon recommendation by the board of
directors.

There are no restrictions on the distribution of this reserve. Transfer to the general reserve during
the year is restricted to the extent the reserve has reached 50% of the paid-up share capital. This
is subject to the approval of shareholders at the next annual general meeting.

Borrowings
Unsecured term loan

In September 2017, the Group secured a term loan from a foreign bank. The loan is denominated
in Kuwaiti Dinars and it carries an interest rate of CBK discount rate plus 1% per annum. As of
31 December 2017, the effective rate of interest is 3.75%. The loan is repayable in 36 monthly
instalments.

Finance lease liability

Future Present value

minimum lease of minimum

payments Interest lease payments

2017 2017 2017

KD KD KD

Less than one year 120,000 30,271 89,729
Between one and five years 480,000 83,729 396,271
More than five years 290,000 19,219 270,781
$90,000 133,219 756,781
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Notes to the consolidated financial statements
Jor the year ended 31 December 2017

Future Present value

minimum lease of minimum

payments Interest lease payments

2016 2016 2016

KD KD KD

Less than one year 120,000 33,722 86,278
Belween one and five years 480,000 98,970 381,030
More than five years 410,000 34,249 375,751
1,010,000 166,941 843,059

2017 2016

KD KD

Current 89,729 86,278
Non-current 667,052 756,781
756,781 843,059

The Group had entered into a finance lease agreement with the Ministry of Finance — Department
of State Property for the land at Sulaibiya, State of Kuwait for a period of 10 years, which expired
on 27 May 2015. The Group is currently in the process of finalizing the terms of the lease renewal
agreement and the management expects that the existing terms of the lease agreement would
prevail in the renewed lease agreement.

The Group pays a fixed annual fee over the term of the lease arrangement. The imputed finance
cost on the liability was determined based on the Group’s effective interest rate of 4% per annum.

14, Trade and other payables

2017 2016

KD KD

Trade payables 1,133,705 760,353
Accruals 2,015,810 1,831,632
Advances from customers 33,148 8,597
Dividend payable 420,024 394,565
Other payables 382,545 346,056
3,985,232 3,341,203

Other payables includes accrued liability for finance lease to be paid to the Ministry of Finance -
Department of State Property for the land at Sulaibiya once the lease agreement is renewed.

The Group’s exposure to currency and liquidity risk related to trade and other payables is disclosed
in note 24.
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15.

16.

17.

18.

19.

Opcrating revenues

Transportation revenue
Commission income

Operating lease income (fleet and warehouses)
Advertising revenue

Operating costs

Staff costs

Rent

Fleet operation and maintenance
Others

General and administrative expenses

Staff costs

Office rent

Repair & maintenance

Sales promotion & advertisement
Utilities

Provision for doubtful trade receivables
Professional fees

Insurance

Travel expenses

Subscription & membership

Printing & stationery

Loss on sale of property and equipment (note 5)
Others

Zakat

2017 2016
KD KD
15,949,542 15,647,345
2,270,142 2,076,718
3,400,802 2,512,208
671,920 680,560
22,292,406 20,916,831
2017 2016
KD KD
5,286,095 4,754,261
561,836 488,866
3,518,988 3,222,495
235,844 270,568
9,602,763 8,736,190
2017 2016
KD KD
2,550,544 2,517,660
167,938 182,229
318,590 355,362
106,173 73,000
97,267 138,733
378,381 385,339
90,568 143,852
50,500 65,285
3,750 9,311
39,377 61,623
37,111 31,284
17,015 .
213,331 224,991
4,070,545 4,188,669

Zakat represents the Group’s liability to pay 1% of the net profit in accordance with Law No. 46

of 2006 and the Ministry of Finance resolutions.

Contribution to Kuwait Foundation for Advancement of Sciences

Contribution to Kuwait Foundation for Advancement of Sciences is calculated at 1% of the net

profit for the year after deducting transfer to statutory reserve.
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Notes to the consolidated financial statements
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20.

21.

22,

Contribution to National Labour Support Tax

National Labour Support Tax (“NLST”) represents the Group’s liability to pay 2.5% of the net
profit in accordance with Law No. 19 of 2000 and the Ministry of Finance resolutions. The
contribution to NLST was accrued until the Company delisted its shares from the KSE on 19 June
2016.

Earnings per share

Earnings per share attributable to shareholders of the Company is calculated by dividing the net
profit for the year attributable to shareholders of the Company by the weighted average number
of shares outstanding during the period.

There are no potential dilutive ordinary shares.

The information necessary to calculate the earmings per share is as follows:

2017 2016
Net profit for the year attributable to shareholders of the
Company (KD) 7,654,377 6,966,747
Weighted average number of shares issued 113,007,890 113,007,890
Eamings per share (Basic and diluted) (fils) 68 62

Related party transactions

Related parties represent major shareholders, Directors and key management personnel of the
Group and entities controlled, jointly controlled or significantly influenced by such parties.
Pricing policies and terms of these transactions are approved by the Group’s management.
Transactions between the Company and its subsidiaries which are related parties to the Company
have been eliminated on consolidation and are not disclosed in this note.

Related party balances reflected in the statement of financial position neither bear any interest nor
there are any agreed repayment terms. Accordingly these balances are treated as recoverable on
demand.

During the year, the Group had transactions with related parties for the sale/ purchase of goods
and services on substantially the same terms as those with other parties on an arm’s length basis.

The aggregate value of significant related party transactions and outstanding balances other than
the ones disclosed elsewhere in these consolidated financial statements are as follows:

Transaction value for the Balance outstanding at
year ended 31 December 31 December
2017 2016 2017 2016
KD KD KD KD
Due from related parties
Sale of airline tickets 1,198,354 1,044,822 2,582,430 1,682,366
Other receivables 658,840 688,505 856,897 373,514

3,439,327 2,055,880

Due to related parties
General and administrative
expenses 197,221 238,543 328,132 367,975
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23.

During the year, salaries and other short term benefits paid to key management personnel
amounted to KD 110,373 (201 6: KD 102,950).

Operating segments

The Group identifies its segment on the basis of internal reports that are regularly reviewed by its
Executive Committee which is the Chief Operating Decision Maker.,

The Group’s geographic area of operation is Kuwait. The Group has three reportable segments,
as described below, which are the Group’s strategic business units. The strategic business units
offer different types of services and are managed separately because they require different
business and marketing strategies.

Transport services: Operating public transport services and providing fleet of buses on rentals.

Warehousing and real estate rentals: Providin g dry and cold storage services and providing shops
and office spaces on rentals.

Travel tourism and related services: Providing airline ticketing services, air carriage services and
providing out - bound and in - bound tourism services.
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Financial instruments
Overview

The Group has exposure to the following risks from its use of financial instruments:

credit risk
liquidity risk
. market risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk. Further quantitative
disclosures are included throughout these consolidated financial statements.

The Company’s Board of Directors has overall responsibility for the establishment and oversight
of the Group’s risk management framework.

The Group’s risk management policies are established to identify and analyse the risks faced by
the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly to reflect changes in market
conditions and the Group’s aclivities. The Group, through its training and management standards
and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from trade and other

receivables, due from related parties and bank balances.

The carrying amount of financial assets as at 31 December which represents the maximum credit
exposure to the Group are as follows:

2017 2016

KD KD

Trade receivables 4,000,405 2,876,243
Commission receivables 593,026 185,116
Staff advances 296,207 262,809
Refundable deposits 179,701 34,908
Other receivables 651,495 467,763
Due from related parties 3,439,327 2,055,880
Bank balances 9,780,738 13,192,883

18,940,899 19,075,602

Credit risk with respect to receivables is limited due to dispersion across large number of
customers. Concentration of credit risk with respect to trade receivables is limited due to Group’s
customer base being large and unrelated. Trade and other receivables are monitored on an
ongeing basis for collection. The Group establishes an allowance for impairment that represents
its estimate of unrealised losses in respect of receivables.
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