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Independent auditor’s report i crowe,com.aw

To the shareholders of Guif North Africa Holding Company - KPSC
Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion
We have audited the consolidated financial statements of Gulf North Africa Holding Company - KPSC (the “Parent

Company”) and its subsidiaries (collectively “the Group”), which comprise the consolidated statement of financial
position as at 31 December 2019, and the consolidated statement of profit or loss and the consolidated statement of

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 2019, and its consolidated financial performance and

consolidated cash flows for the year then ended in accordance with Intemational 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 Audif 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 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.

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. We have determined the matters described below as the key audit matters.

Valuation of investments in real estate

The Group's investments properties represent 36% of the total assets and consist of lands in Morocco and Syria. The
valuation of investment properties is a significant judgment area requiring a number of assumptions including market
price and comparison to recent market transactions. Changes in these assumptions and judgments could lead to
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Independent Auditor's Report to the Shareholders of Gulf North Africa Holding Company - KPSC (continued)

Our audit procedures included assessing the appropriateness of management's process for reviewing and assessing
the work of the external valuers and their valuations including management's consideration of competence and
independence of the external valuers. We assessed the appropriateness of the valuation methodologies used in
assessing the fair value of the investment properties including discussions with management and challenging the
estimates, assumptions and valuation methodology used in assessing the fair value of investment properties.

Restatement of consolidated financial statements for purchase price allocation of subsidiary acquired

During December 2018, the Parent Company acquired 42.29% effective equity interest of Al-Siraj Group Holding
Company-KSC (Closed) (“Al-Siraj"), a Kuwaiti Shareholding Company, which fully owns Kuwait Technical College -
SPC, Kuwait with principal activity of establishment and management of private universities and colleges. On 31
December 2018 Al-Siraj's financial statements were consolidated using the provisional values of assets acquired and
liabilities assumed. During the year 2019, the Group performed a final purchase price allocation exercise on
acquisition of Al Siraj, which resulted in a gain on bargain purchase from business combination of KD 944,260
instead of provisional goodwill recorded previously on 31 December 2018. As a result, comparative figures for the
year ended 31 December 2018 were adjusted. Assets acquired and liabilities assumed were measured at their
acquisition-date fair values. The acquisition-date fair values of identifiable net assets acquired exceeded the fair
value of consideration transferred and the excess amount (ie gain on a bargain purchase) was recognised in
consolidated statement of profit or loss. The Group's disclosures about acquisition, acquisition accounting policy and
restatement of consolidated financial statements for purchase price allocation of subsidiary are included in Notes

24.2,3,4and5.

Our audit procedures included the review of accounting policies used for acquisition and methodologies used for
determination of acquisition-date fair values of identifiable net assets acquired including assessing the
appropriateness of management's process for reviewing and assessing the work of the external valuers and their
valuations including management's consideration of competence and independence of the external valuers.

Other information included in the Group’s 2019 Annual Report
Management is responsible for the other information. Other information consists of the information included in the

Group's Annual Report for the year ended 31 December 2019, other than the consolidated financial statements and
our auditors' report. We obtained the report of the Parent Company's Board of Directors, prior to the date of our
auditors' report and we expect to obtain the remaining sections of the Group's Annual Report after the date of our

auditors’ report.

Our opinion on the consolidated financial statements does not cover the other accompanying 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 auditors’ 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.
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Independent Auditor’s Report to the Shareholders of Gulf North Africa Holding Company - KPSC (continued)

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with 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
error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's ability to
continue as a going concem, 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 auditors' 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 to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of intemal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's internal control.

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

* Conclude on the appropriateness of management's use of the going concem 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 auditors’ 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 auditors’ report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.
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Independent Auditor’s Report to the Shareholders of Gulf North Africa Holding Company - KPSC (continued)
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements (continued)

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the Group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in intemal control that we
identify during our audit.

We also provide those charged with govemance with a statement that we have complied with relevant ethical -

requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ 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 Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company's board of directors relating to
these consolidated financial statements, are in accordance therewith. We further report that we have obtained all the
information and explanations that we required for the purpose of our audit and that the consolidated financial
statements include all information required by the Companies Law No.1 of 2016, as amended, and its Executive
Regulations, as amended, and the Parent Company's Memorandum of Incorporation and Articles of Association, as
amended, and that an inventory was carried out in accordance with recognised procedures. 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 Parent Company's Memorandum of Incorporation and Articles of Association, as amended,
have occurred during the year ended 31 December 2019 that might have had a material effect on the business of the
Parent Company or on its financial position.
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20 February 2020
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Consolidated Statement of Financial Position as at 31 December 2019

Assets

Non-current assets

Property, plant and equipment

Intangible asset

Investment properties

Properties under development

Financial assets at fair value through other comprehensive income
Investment in associates

Advance for purchase of investment property

Current assets

Non-current assets held for sale

Accounts receivable and other assets
Investments at fair value through profit or loss
Cash and cash equivalenis

Total assets

Equity and liabilities

Equity

Share capital

Statutory reserve

Voluntary reserve

Foreign currency translation reserve
Fair value reserve

Accumulated losses

Total equity attributable to the owners of the Parent Company
Non-controliing interests

Liabilities

Non-current liabilities

Borrowings

Lease liabilities

Provision for employees' end of service benefits

Current liabilities

Liabilities related to non-current assets held for sale
Borrowings — current portion

Accounts payable and other liabilities

Total liabilities
Total equity and lighili

Notes

— —
TS woem oo,

12
13

14

17
18

12
17
18

Restated
2019 2018
KD KD
9,061,380 9,018,859
569,445 611,111
7,222,191 5,564,307
- 2,806,428
801,060 1,715,267
828,196 624,057
365,153 365,153
18,847,425 20,705,182
- 5,860,000
261,522 75,862
2,988 2,988
868,828 648,452
1,153,338 6,587,302
20,000,763 27,292,484
15,000,000 15,000,000
751,821 751,821
751,821 751,821
1,409,674 1,430,734
(991,062) (1,811,770)
(5,647,523) (4,901,614)
11,274,731 11,220,992
6,200,914 8,129,741
17,475,645 19,350,733
907,500 1,425,250
396,605 -
78,341 97,260
1,382,446 1,522,510
- 3,556,131
518,000 1,518,249
624,672 1,344,861
1,142,672 6,419,241
2,525,118 7,941,751
20,000,763 27,292,484

Gy

- SaletrMohammad Alroomi
\{ice Chairman & CEO

The notes set out on pages 10 to 39 form an integral part of these consolidated financial statements.
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Gulf North Africa Holding Company-KPSC and Subsidiaries

Consolidated Statement of Profit or Loss for the year ended 31 December 2019

Restated
Notes 2019 2018
KD KD
Continuing operations
Revenue
Tuition fees and related income 2,121,444 -
Management fees 26,400 9,665
Change in fair value of investment properties 207,771 999,339
Change in fair value of investments at fair value through profit or loss - 4,288
Loss on sale of investments at fair value through profit or loss . (6,822)
Share of results of associate 10 {14,498) (72,484)
Dividend income 48,715 68,271
Foreign exchange (loss)/gain (9,335) 5,146
Gain on bargain purchase from business combination 4 - 944,260
Other income 87,832 1,355
2,468,329 1,953,018
Expenses and other charges
Direct cost of tuition fees and related income (1,088,053) -
General and administrative expenses 19 (363,359) (467,746)
Depreciation (468,917) {4,450)
Amortisation of intangible assets (41,666) -
Finance costs (191,799) (35,384)
Impairment of receivables - (67,499)
Impairment of properties under development 8 (2,124,625)
Impairment loss on investment in associate 10 - (145,363)
(2,153,794) (2,845,067)
Profit/(loss) for the year continuing operations 314,535 (892,049)
Loss from discontinued operation 12 (405) (880,396)
Profit/(loss) for the year before NLST and Zakat 314,130 (1,772,445)
Provision for National Labour Support Tax (NLST) {2,526) -
Provision for Zakat {1,010) -
Profit/(loss) for the year 310,594 (1,772,445)
Attributable to :
Owners of the Parent Company 116,425 (1,261,619)
Non-controlling interests 194,169 {510,826)
Profit/(loss) for the year 310,594 (1,772,445)
Basic and diluted earningsl(loss) per share attributable to the owners of the
Parent Company 20 0.78 Fils (8.66) Fils
Basic and diluted eamningsl/(loss) per share - continuing operations
attributable to the owners of the Parent Company 20 0.78 Fils (2.62) Fils

The notes set out on pages 10 to 39 form an integral part of these consolidated financial statements.
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Guif North Africa Holding Company-KPSC and Subsidiaries

Consolidated Statement of Profit or Loss and Other Comprehensive income

for the year ended 31 December 2019

Restated
2019 2018
KD KD
Profiti(loss) for the year 310,594 (1,772,445)
Other comprehensive loss:
Items that will not be recfassified to consolidated statement of profit or foss in
subsequent periods :
Changes in fair value of investments at fair value through other comprehensive
income (FVOCH) {95,703) {1,278,461)
Items that will be reclassified subsequently to consolidated statement of profit
orloss :
Exchange differences arising on translation of foreign operations (13,175) {1,007)
Total other comprehensive loss for the year {108,878) {1,279,468)
Total comprehensive income/(loss) for the year 201,716 {3,051,913)
Total comprehensive income/(loss) attributable to:
Owners of the Parent Company {338) {2,534,039)
Non-controlling interests 202,054 (517,874)
Total comprehensive incomel({ioss) for the year 201,716 {3,051,913)

The notes set out on pages 10 to 39 form an integral part of these consolidated financial statements
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GULF NORTH AFRICA HOLDING COMPANY - KPSC AND SUBSIDIARIES
Consolidated Statement of Cash Flows for the year ended 31 December 2019

OPERATING ACTIVITIES

Profit/(loss) for the year

Adjustments for:

Depreciation

Amortisation of intangible assets

Gain on bargain purchase from business combination

Dividend income

Change in fair value of investment properties

Fair valuation loss of non-current assets held for sale

Change in fair value of financial assets at fair value through profit or loss
Gain on sale of financial assets at fair value through profit or loss
impairment on properties under development

impairment on investment in associate

Finance costs

Share of results of associates

Provision for employees’ end of service benefits

Changes in operating assets and liabilities:
Accounts receivable and other assets
Accounts payable and other liabilities
Cash from operations

Employees’ end of service benefits paid
Net cash from operating activities

INVESTING ACTIVITIES

Praceeds from sale of non-current assets held for sale

Payment for investment properties

Proceeds from sale of investment properties

Proceeds from sale of financial assets at fair value through profit or loss
Proceeds from sale of financial assets at fair value through comprehensive income
Additions to properties under development

Return of advance/(advance} for purchase of investment property
Purchase of investment in associate

Purchase of property, plant and equipment

Proceeds from disposals of property, plant and equipment

Net cash outflow on business combination

Proceeds from disposal of freasury shares

Dividend income received

Payment for acquisition of minority interest

investment in associates - reduction of share capital

Net cash fromf{used in) investing activities

FINANCING ACTIVITIES

Movement in ljara financing

Change in borrowings

Setflement of lease liabilities

Finance costs paid

Net cash (used in)ffrom financing activities

Increase in cash and cash equivalents

Net impact of foreign currency translation adjustments
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The notes set out on pages 10 to 39 form an integral part of these consolidated financial statements
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Notes
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2018 2018
KD KD
310,594 (1,772,445}
468,917 4,450
41,666 -
- (944,260)
(48,715) (68,271)
(207,771) {999,339)
. 1,030,000
(4,288)
6,822
2,124,625
. 145,363
226,236 242 438
14,498 72,484
39,138 18,598
844,563 {143,823)
{177,660) 93,582
{429,648) 461,723
237,255 411,482
{58,057) (81,441)
179,198 330,041
5,381,000 -
(17,875) -
1,181,910 -
- 454,038
216,468 39,984
- (81,451)
8,424
- {7,759)
(67,590) {150)
2,394 -
(161,873) {1,632,069)
- 216,489
40,715 68,271
(1,172,942) -
. 79,812
5,402,207 (854,411)
(3,556,131) (90,520)
(1,517,999) 1,000,000
{27,488) -
{226,236) (242,438)
{5,327,854) 667,042
253,551 142,672
(13,175) (1,007)
648,452 506,787
888,828 648,452
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Gulf North Africa Holding Company-KPS$C and Subsidiaries

Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

1 Incorporation and activities

Gulf North Africa Holding Co~KPSC (the “Parent Company”) was incorporated on 3 December 2005 as a Kuwaifi Public
Shareholding Company. The General Assembly meeting for establishment of the Parent Company was held at the Ministry of
Commerce and Industry on 14 December 2005. The Parent Company's shares were listed on the Kuwait Stock Exchange on 23
March 2010.

The main objectives of the Parent Company are as foliows:
- Extending loans to investee companies and providing guarantess for third parties, provided that the share of the holding
company in the investee company is not less than 20%.

- Acquisition of industrial rights and related intellectual properties or any other industrial trade marks or royalties and any
other property related thereto, and renting such properties to the others whether inside Kuwait or abroad.

- Acquisition of properties and buildings necessary to carry out the business activities as aflowable by the law.

- Ownership of shares in Kuwaiti and foreign sharehoiding companies in addition to ownership of shares in Kuwaiti and
foreign limited liability companies and the participation in the share capital of both types of companies including
management, lending and guaranteeing against third parties,

- Utilizing excess funds through investing in financial portfolios managed by specialized companies and institutions.

The Parent Company has the right to carry out its activities inside Kuwait or abroad whether directly or through power of
attorney.

The Parent Company is authorized to have interest in or participate with any party or inskitution carrying out similar activities or
those parties who will assist the Company in achieving its objectives whether in Kuwait or abroad. The Parent Company has the
right to establish, participate in or acquire such institutions.

The Parent Company's shares are listed on Kuwait Stock Exchange. The Group comprises the Parent Company and its
subsidiaries. Details of subsidiaries are set out in note 3.

In all cases, the Parent Company is governed in all its activities by islamic Sharia'a and all activities which are in compliance of
Islamic Sharia'a board are obligatory to the Parent Company. The address of the Parent Company's registered office is PO Box
4426, Safat 13045, State of Kuwait.

The consolidated financial statements of the Group for the year ended 31 December 2019 were authorised for issue by the
Parent Company’s board of directors on 20 February 2020 and are subject to the approval of the General Assembly of the
shareholders,

2 Basis of preparation and significant accounting policies

21 Basis of preparation

These consolidated financial statements have been prepared under the historical cost basis of ‘measurement except for
investment properties, non-current assets held for sale and financial instruments classified as financial asset at fair value throligh
profit and loss (*financial assets at FVTPL") and financial assets at fair value through other comprehensive income (*financial
assets at FVOCI"), which are measured at fair value.

These consolidated financial statements are presented in Kuwaiti Dinars ("KD"), which is also the Group's functional and
presentation currency.

The consolidated financial statements have been prepared in accordance with Interational Financial Reporting Standards
("IFRS") issued by the International Accounting Standards Board (IASB) and interpretations issued by the international Financial
Reporting Interpretations Committee (IFRIC}.

The preparation of consolidated financial statements in conformity with IFRS reguires management to make estimates and
assumptions that may affect amounts reported in these consolidated financial statements, as actual results could differ from
those estimates. It also requires management to exercise its judgment in the process of applying the Group's accounting
policies. The areas where estimates and assumptions are significant to the consolidated financial statements, or areas involving
a higher degree of judgment, are disclosed in note 27,

10




Gulf North Africa Holding Company-KPSC and Subsidiaries

3 Notes to the Consolidated Financial Statements - for the year ended 31 December 2012
2 Basis of preparation and significant accounting policies {continued)
2.2 Impact of changes in accounting policies due to adoption of new standards

The accounting policies used in the preparation of these consolidated financial statements are consistent with those used in
the preparation of the annual consolidated financial statements for the year ended 31 December 2018 except for the adoption
of IFRS 16 Leases , effective from 1 January 2019

pess

IFRS 16 ‘Leases’

{FRS 16 supersedes I1AS 17 L.eases, 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 sets out the
principles for the recognition, measuremenl, presentation and disclosure of leases and requires lessees to account for all leases
under a single on-balance sheet model. Lessor accounting under IFRS 16 is substantially unchanged under 1AS 17. Lessors will
confinue fo classify leases as either operating or finance leases using similar principles as in 1AS 17. Therefore, IFRS 16 did not
have an impact for leases where the Group is the lessor.

& gl

daa

The Group has applied IFRS 16 using the modified retrospective approach and therefore the comparative information has not
been resfated. Lease labilities and right —of-use of assels were both recorded at the present value of future lease payments,
thus no impact was recorded on the retained earnings. The Group also elected to use the recognition exemptions for lease
contracts that, at the commencement dale, have a lease term of 12 months or less and do not contain a purchase option('short-
term leases'), and lease contracts for which the underlying asset is of low value (low-value assets'’). Upon adoption of IFRS 18,
the Group has recognised right-of-use assets represenfing the right to use the underlying assets under property, plant and
equipment and the corresponding lease liabilities to make lease payments under accounts payable and other liabilities.

: ?ﬁ‘

G

L
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Nature of the effect of adoption of IFRS 16

Before the adoption of IFRS 16, the Group classified its leases (as lessee) at the inception date as operating lease. In an
operating lease, the leased property was not capitalised and the lease payments were recognised as rent expense in profit or
loss on a straight-line basis over the lease term. Any prepaid rent and accrued rent were recognised under other assets and
other liabilities, respectively. Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for
all leases that it is the lessee, except for short-term leases and leases of low-value assets. Refer to Note 2.4.24 Leases — Group
as a lessee for the accounting policy beginning 1 January 2019,

wi v

L

L eases previously classified as finance leases
As at 1 January 2019, the Group did not have any lease classified as finance lease.

L

[

Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease liabilities for those leases previously classified as operating leases, except
for short-term leases and leases of low-value assets. The right-of-use assels were recognised based on the amount egual to the
lease liabilities, adjusted for any related prepaid and accrued lease payments previously recognised.

-
!

23 Standards issued but not yet effective
The following IFRS have been issued but are not yet effective and have not been early adopted by the Group. The Group intends
to adopt them when they hecome effective.

et

Amendments to IFRS 3: Definition of a Business

in Qctober 2018, the IASB issued amendments to the definifion of a business in IFRS 3 Business Combinations to help entities
determine whether an acquired sel of activities and assets is a business or not. They clarify the minimum requirements for a
4 business, remove the assessment of whether market participants are capable of replacing any missing elements, add guidance
to help entities assess whether an acquired process is substantive, narrow the definitions of a business and of outputs, and
introduce an optional fair value concentration test. New illustrative examples were provided along with the amendments. Since
the amendments apply prospectively to fransactions or other events that occur on or after the date of first application, the Group

4 will not be affected by these amendments on the date of transition.
A Amendments to IAS 1 and IAS 8: Definition of Material

In October 2018, the IASE issued amendments to IAS 1 Presentation of Financial Statements and 1AS 8 Accounting Policies,
A Changes in Accounting Estimates and Errors to align the definition of 'material’ across the standards and to clarify certain
aspects of the definition. The new definition states that Information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of general-purpose financial statements make on the basis

ol . X s . .
- of those financial statements, which provide financial information about a specific reporting entity. The amendments to the
g definition of material is not expected to have a significant impact on the Group's consolidated financial statements.
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

2 Basis of preparation and significant accounting policies (continued)
23 Standards issued but not yet effective (continued)

Other new standards or amendments to existing standards are also not expected to have a material impact on the consolidated
financial statements of the Group.

24 Significant accounting policies
The significant accounting policies adopted in the preparation of the consolidated financial statements are set out below.

241 Basis of consolidation

The Group controls a subsidiary if it is exposed, or has rights, to variable returns from its involvement with the subsidiary and has
the ability to affect those returns through its power over the subsidiary. The financial statements of the subsidiaries are prepared
for reporting dates which are typically not more than three months from that of the Parent Company, using consistent accounting
policies. Adjustments are made for the effect of any significant transactions or events that occur between that date and the
reporting date of the Parent Company’s financial statements.

All transactions and balances between Group companies are eliminated on consolidation, including unrealised gains and iosses
on transactions between Group companies. Where unrealised losses on infra-group asset sales are reversed on consolidation,
the underlying asset s also tested for impairment from a Group perspective.

Amounts reportéd in the financial statements of subsidiaries have been adjusted where necessary to ensure consisiency with the
accounting policies adopted by the Group.

Statement of profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the effective date of acquisition, or up to the effective date of disposal, as applicabie.

Non-controlling interests, presented as part of equity, represent the portion of a subsidiary's statement of profit or loss and net
assets that is not held by the Group. The Group attributes total comprehensive income or loss of subsidiaries between the
owners of the parent and the non-controlling interests based on their respective ownership interests.

When a controlling interest in the subsidiaries is disposed off, the difference between the selling price and the net asset value
plus cumulative translation difference and goodwil is recognised in the consolidated statement of profit o loss.

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the Group's interests and the non-controliing interests are
adjusted to reflect the changes in their relative interests in the subsidiaries. Any difference between the amount by which the
non-controliing interests are adjusted and the fair value of the consideration paid or received is recognised directly in equity and
attributed to the owners of the Parent Company.

242  Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration transferred by the Group
to obtain control of a subsidiary is calculated as the sum of the acquisition-date fair values of assets transferred, liabilities
incurred and the equity interests issued by the Group, which includes the fair value of any asset or liability arising from a
contingent consideration arrangement, Acquisition costs are expensed as incurred. For each business combination, the acquirer
measures the non-controlling interests in the acquiree either at fair value or at the proportionate share of the acquiree's

identifiable net agsets.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's previously held equity interest
in the acquiree is remeasured to fair value at the acquisition date through consolidated statement of profit or loss.

The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless of whether they
have been previously recognised in the acquiree's financial statements prior to the acquisition. Assels acquired and liabilities
assumed are generally measured at their acquisition-date fair values.

Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of the sum of a) fair
value of consideration transferred, b) the recognised amount of any non controlling interest in the acquiree and ¢} acquisition-
date fair value of any existing equity interest in the acquiree, over the acquisition-date fair values of identifiable net assets. if the
fair values of identifiable net assets exceed the sum calculated above, the excess amount (ie gain on a bargain purchase) is
recognised in consolidated statement of profit or loss immediately. After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. For the purpose of impairment testing, goodwill acquired in a business combination is, from the

12




bW

oW W

W

Wow oW

BB oW W W W oW oW o

Gulf North Africa Holding Company-KPSC and Subsidiaries

Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

2 Basis of preparation and significant accounting policies (continued)
242  Business combinations (continued)

acquisition date, allocated to each of the Group's cash-generating units that are expected to benefit from the combination,
irespective of whether other assets or liabilities of the acquiree are assigned to those units.

243 Property, plant and equipment and depreciation

Property, plant and equipment are initially recognised at acquisition cost, including any costs directly attributable to bringing the
assets to the Jocation and condition necessary for it to be capable of operating in the manner intended by the Group’s
management.

Property, plant and equipment are subsequently measured using the cost model, at cost less subsequent depreciation and
impairment losses. Depreciation is recognised on a straight-line basis to write down the cost less estimated residual value of
equipment. The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits arising from items of property, plant and equipment.
The usefut lives are as follows:

Buildings on Jeasehold fand 18
Computers and software 3
Furniture and fixtures 5
Decoration, office equipment and machines 5
Right of use assets 14

Material residual value estimates and estimates of useful life are updated as required, but at least annually. When there is an
indication of impairment, equipment is written down to its recoverable amount and the resultant impairment loss is recognized in
profit or foss. For the purpose of assessing impairment, assefs are grouped at the lowest levels for which there are separately
identifiable cash fiows (cash-generating unit). When assets are sold or retired, their cost and accumulated depreciation are
eliminated from the accounts and any gain or loss resulting from their disposal is recognised in profit or loss

244 intangible assefs

Intangible assets acquired separately are measured at cost upon initial recognition. The cost of the intangible assets acquired in
business combination is the fair value as at the acquisition date. After initial recognition, the intangible assets are carried at cost
less any accumulated amortization and any accumulated impairment losses, if any.

The cost of the intangible assets with definite usefu! lives is amortized over their useful economic lives and they are evaluated for
the determination of any impairment if there are indications that the intangible asset may be impaired. The amortization period
and method of the intangible assets with definite useful lives are reviewed at least at the end of every financial year. Changes in
the expected useful lives or the model expected to depreciate the future economic benefits of the assets are accounted for by
changing the period or method of amortization, as appropriate, and are considered as changes in accounting estimations.
Amortization expenses of the intangible assets with definite useful lives are recognized in the consolidated statement of profit o
loss under the expenses consistent with the function of the intangible asset.

Profit or loss resulting from de-recognition of an intangible asset are measured by the difference between the net sale proceeds
and book value of the asset. These profi or loss are carried in the consolidated statement of profit or loss upon de-recognition of
the asset. The foliowing is a summary of the policy applied to intangible assets of the Group:

Useful life
The right to license the establishment and operation of a technical college 18 years
(Amortization commenced upon completion of the project)

245 Investment properties
Investment properties are properties held to earn rentals and/or for capital appreciation, and are accounted for using the fair
value model.

Investment properties are initially measured at cost, including transaction costs. Subsequently, investment properties are
revalued annually and are included in the statement of financial position at their fair values. These values are supported by
market evidence and are determined by external professional valuers with sufficient experience with respect to both the location
and the nature of the investment property.

Any gain or loss resulting from either a change in the fair value or the sale of an investment property is immediately recognised in
consolidated statement of profit or loss within change in fair value of investment property.

13




3 Gulf North Africa Holding Company-KPSC and Subsidiaries
% Notes to the Consolidated Financial Statements - for the year ended 31 December 2019
= 2 Basis of preparation and significant accounting policies (continued)
. 245 Investment properties (continued)
| Transfers are made to or from investment property only when there is a change in use. For a transfer from investment property
) to owner-occupied property, the deemed cost for subsequent accounting is the fair value at the date of change in use. If owner-
. | occupied property becomes an investment property, the company accounts for such property in accordance with the policy
3 stated under property, plant and equipment up to the date of change in use.
246  Properties under development
. Properties under development represent properties held for future use as investiment properties and are initially measured at
cost. Subsequently, properties under development are carried at fair value that is determined based on valuation performed by
& | independent valuers at the end of each year using valuation methods consistent with the market conditions at the reporting date.
' Gains or losses from ¢change in the fair value are recognised in the consolidated statement of profit or loss.
3 I the Group determines that the fair value of an investment property under development is not reliably determinable but expects
= the fair value of the property to be reliably determinable when construction is complete, the Group measures that investment
property under development at cost until either its fair value become reliably determinable or development is completed
£ {whichever is earlier).
-2 247  Investment in associates
Assaciates are those entities over which the Group is able to exert significant influence but which are neither subsidiaries nor
e joint ventures. investments in associates are initially recognised at cost and subsequently accounted for using the equity method,
o Any goodwill or fair value adjustment attributable to the Group’s share in the associate is not recognised separately and is
X included in the amount recognised as investment in associates.
_ Under the equity method, the carrying amount of the investment in associates is increased or decreased to recognise the
R Group’s share of the income and ofher comprehensive income of the associate, adjusted where necessary to ensure
2 consistency with the accounting policies of the Group.
. Unrealised gains and losses on transactions betwesn the Group and its associates and joint ventures are eliminated to the
g extent of the Group’s interest in those entities. Where unrealised losses are eliminated, the underlying asset is also tested for

impairment,

g

The difference in reporting dates of the associates and the Group is not more than three months. Adjustments are made for the
effects of significant transactions or events that occur between that date and the date of the Group’s consolidated financial
statements. The assaciate's accounting policies conform fo those used by the Group for like transactions and events in similar
circumstances.

n

B

Upon loss of significant influence over the associate, the Group measures and recognises any retaining investment at its fair
value. Any differences between the carrying amount of the associate upon loss of significant influence and the fair value of the
remaining investment and proceeds from disposal are recognised in the consolidated statement of profit or loss.

i 6

i

248  Recognition and de-recognition of financial assets and financial liabilities .

Afinancial asset or a financiat liabiiity is recognised when the Group becomes a party to the confractual provisions of the instrument.
A financial asset {in whole or in part) is de-recognised when the contractual right to cash flows from the financial assets has expired
or the Group has transferred substantially all risks and rewards of ownership of the financial asset, or when it has neither transferred
nor retained substanfially all the rsks and rewards of ownership of the financial asset and when it no longer retains control over the
assel A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expired.

i

§

4
1

249  Classification of financial assets and financial liabilities
IFRS 9 requires financial assets to be assessed based on a combination of the entity's business model for managing the assets

w5 and the instruments' contractual cash flow characteristics.
o Business model assessment

The Group determines its business model at the level that best refiects how it manages groups of financial assets to achieve its
il husiness objective. That is, whether the Group's objective is solely to collect the contractual cash flows from the assets or is to

collect both the contractual cash flows and cash flows arising from the sale of assets. If neither of these is applicable (e.g.
financial assets are held for trading purposes), then the financial assets are classified as part of ‘Sell' business model and
measured at Fair Value through Profit or Loss, The Group's business model is based on observable factors such as:

14
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Gulf North Africa Holding Company-KPSC and Subsidiaries

Notes to the Consolidated Financial Statements — for the year ended 31 December 2019

2 Basis of preparation and significant accounting pelicies (continued)
249 Classification of financial assets and financial liabilities (continued)

. How the performance of the business model and the financial assets held within that business model are evaluated
and reported fo the enfity's key management personnel;

. The risks that affect the performance of the business model {and the financial assets held within that business model)
and, in particufar, the way those rigsks are managed;

. How managers of the business are compensated (for example, whether the compensation is based on the fair value of
the assets managed or on the contractual cash flows collected).

The expected frequency, value and timing of sales are also important aspects of the Group's assessment
Assessment of whether contractual cash flows are solely payments of principal and profit

Where the business model is fo hold assets to collect confractual cash flows or fo collect contractual cash flows and sell, the
Group assesses whether the financial instruments' cash flows represent Solely Payments of Principal and Profit {the ‘SPPP).

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change over
the life of the financial asset (for example, if there are repayments of principal or amortization of the premium/discount). The most
significant elements of profit within a basic lending arrangement are typically the consideration for the time value of money, credit
risk, other basic lending risks and a profit margin. To make the SPPP assessment, the Group applies judgement and considers
relevant factors such as the currency in which the financial asset is denominated, and the period for which the profit rate is set,

The Group classifies its financial assets upon initial recognition into the following categories:

. Financial assefs carried at amortised cost
' Financial assets af FVTPL
. Financial assets at FVOCI

Financial assels carried at amortised cost

Afinancial assefis measured at amortised cost if it meets both of the following conditions:

. The asset is held within a business model whose objective is to hold assets to collect contractual cash fiows; and

. The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and profit (SPPP) on the principal amount cutstanding.

Cash and bank balances, accounts receivables and other assets in the nature of financial asseis are classified as debt
instruments at amortised cost.

Financial assets aft FVTPL

The Group classifies financial assets as held for trading when they have been purchased or issued primarily for short-term profit
making through trading activities or form part of a portfolio of financial instruments that are managed together, for which there is
evidence of a recent pattern of short-term profit taking. In addition, on initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Financial assets at FVOCI

Upon inifial recognition, the Group may elect to classify ievocably some of its equity investments as equity instruments at
FYOC! when they meet the definition of Equity under 1AS 32 Financial Instruments: Presentation and are not held for trading.
Such classification is determined on an instrument-by-instrument basis. Equity instruments at FVOC| are subsequently
measured at fair value. Gains and losses on these equity instruments are never recycled to consolidated statement of profit or
loss. Dividends are recognised in statement of profit or loss when the right of the payment has been established, except when
the Group benefits from such proceeds as a recovery of part of the cost of the instrument, in which case, such gains are
recorded in OCI. Equity instruments at FVOCI are not subject to an impairment assessment. Upon disposal cumulative gains or
losses are reclassified from fair value reserve to retained earnings in the consolidated statement of changes in equity.
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

% 2 Basis of preparation and significant accounting policies (continued)
249  Classification of financial assets and financial liabilities - (continued)

Classification and subsequent measurement of financial liabilities
All financial liabiiities are subsequently measured at amortised cost using the effective yield method. The Group's financial
liabilities inciude accounts payable and other liabilities, borrowings and lease liabilities.

Accounts payable and other liabilities
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether bifled by the supplier or not.

Murabaha payables

Murabaha payables represents amounts payable on a deferred settlement basis for assets purchased under murabaha
arrangements. Murabaha payables are stated at the contractual amount payable less deferred profit payable. Profit payable is
3 expensed on time apportionment basis taking account of the profit rate attributable and the batance outstanding.

Due to related parties
Due to related parties are financial liabilities arising in the normal courses of the business and have no fixed or determinable
repayments and are not quoted in an active market,

{jara finance payable ending with ownership is an Islamic financing arrangement through which a financial institution provides
finance to purchase an asset by way of renting the asset ending with transferring its ownership. The ljara finance payable is
stated at the gross amount of the payable, net of deferred finance cost. Deferred finance costs are expensed on a time
apportionment basis taking into account the borrowing rate attributable and the balance outstanding.

A
4 ljara financing
4

2440 Impairment of financial assets

. The Group recognizes expected credit losses (ECL) on financial assets that are measured at amortized cost in accordance with
IFRS 9. The amount of expected credit losses is updated at consolidated statement of financial position date.

o The expected credit loss of a financial instrument is measured in a way that reflects an unbiased and probability-weighted
e amount determined by evaluating range of possible outcomes; the time value of money; and past events, current conditions and
i forecast of future economic conditions. The ECL model applies to all financial instruments except investments in equity
- instruments. The methodologies and assumptions including any forecasts of future economic conditions are reviewed regularly.

o IFRS 9 introduces three-stage approach to measuring ECL under the general approach. Assets migrate through the following

o three stages based on the change in credit quality since initial recognition.

& Stage 1 includes financial instruments that have not had a significant increase in credit risk since initiaf recognition or that have
- low credit risk at the reporting date. For these assets, 12-month expected credit losses ('ECL') are recognized.

The Group considers a financial asset to have low credit risk when its credit risk rating is equivalent to the globally understood
definition of "investment grade”.

Stage 2 includes financial instruments that have had a significant increase in credit risk since initial recognition (unless they have
low credit risk at the reporting date) but that do not have objective evidence of impairment, For these assets, lifetime ECL are
recognized. When determining whether the credit risk on a financial instrument has increased significantly, management
considers reasonable and supportable information available, in order to compare the risk of a default occurring at the reporting
date with the risk of a default occurring at initial recognition of the financial instrument. When the Group is not able to measure
expected credit losses on an individual instrument basis due to cost and effort constraints, it determines significant increases in
credit risk on a collective basis, and for this purpose Group's financial instruments on the basis of shared credit risk
characteristics.

Stage 3 includes financial assets that have objective evidence of impairment at the reporting date based on factors that include
financial difficulty of the customer or a default or past due event. For these assets, lifetime ECL are recognized as the difference
between the financial asset's gross carrying amount and the present value of the estimated future cash flows discounted at the
financial asset's original effective profit rate. The Group measures loss allowances at an amount equal to 100% of net exposure
i.e. after deduction from the amount of exposurs, the value of any coliateral.
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Gulf North Africa Holding Company-KPSC and Subsidiaries

Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

2 Basis of preparation and significant accounting policies (continued)
2410  Impairment of financial assets - (continued)

Any adjustments to the carrying amount of the financiat asset arising from expected credit losses is recognized in profit or loss as
an impairment gain or loss and the loss allowance for ECL is presented as a deduction from the gross carrying amount of the
financial assets al amortised cost.

Life time ECL is ECL that result from all possibie default events over the expected life of a financial instrument . The 12 month
ECL is the portion of life time expected credi! loss that result from default events that are possible within the 12 months after the
reporting date.

ECL are the discounted product of the Probability of Default (PD), Exposure at Default (EAD), and Loss Given Default (LGD).
The PD represents the likelihood of a borrower defaulting on its financial obligation, either over the next 12 months (12M PD), or
over the remaining lifetime (Lifetime PD) of the obligation. EAD represents the expected exposure in the event of a default. The
Group derives the EAD from the current exposure to the financial instruments and potential changes to the current amounts
altowed under the contract including amortisation.

The EAD of a financial asset is its gross camying amount. The LGD represents expected foss conditional on default, its expected
value when realised and the time value of money.

The Group recognizes ECL for bank balances using the general approach described above. The Group applies the simplified
approach to recognise lifetime expected credit losses for its accounts receivable and other assets that are financial assets as
permitted by IFRS 9.

Event of default

The Group considers an event of default has occurred when information developed internally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors, in full (without taking into account any collateral held by the Group).
Imespective of this criteria, the Group considers that a default has occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information to demonstrate that a more lagging default criterion is more
appropriate.

2411 Non-current assets held for sale and discontinued operations

The Group classifies non-current assets as held for sale if their carrying amount will be recovered principally through a sale
rather than through confinuing use. The criteria for held for sale classification is regarded as met only when the sale is highly
probable and the asset is available for immediate sale in its present condition. Actions required to complete the sale should
indicate that it is unlikely that significant changes to the sale will be made or that the decision to sell will be withdrawn.
Management may extend the period to complete the sale beyond one year, if the delay beyond the Parent Company’s controf
and there is sufficient evidence that the Parent Company remains committed to its plan to sell the assets.

Property, plant and equipment are not depreciated once classified as held for sale. Assets and liabilities classified as held for
sale presented separately as current items in the consolidated statement of financial position. Discontinued operations are
excluded from the results of confinuing operations and are presented as single amount as profit or loss after tax from
discontinued operation in the consolidated statement of income.

2412  Offsetting of financial instruments

Financial assets and financial liabiliies are offset and the net amount reported in the consolidated statement of financial position
if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a
net basis, or to realise the assets and settie the liabilities simultaneously.

2413  Fair vaiue of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference fo
quoted market prices or dealer price quotations (bid price for long positions and ask price for short positions), without any
deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate valuation techniques.
Such techniques may include using recent arm’s length market transactions; reference fo the current fair value of another
instrument that is substantially the same; a discounted cash flow analysis or other valuation models.
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Gulf North Africa Holding Company-KPSC and Subsidiaries

Notes to the Consolidated Financial Statements - for the year ended 31 December 2018

2 Basis of preparation and significant accounting policies (continued)

2414  Impairment testing of non financial assets

An impairment loss is recognised for the amount by which the asset's or cash-generating unit's carrying amount exceeds its
recoverable amount, which is the higher of fair value less costs to sell and value-in-use. To determine the value-in-use,
management estimates expected future cash flows from each cash-generating unit and determines a suitable profit rate in order
to calculate the present value of those cash flows. The data used for impairment testing procedures are directly linked to the
Group's latest approved budget, adjusted as necessary io exclude the effects of future reorganisations and asset enhancements.
Discount factors are determined individually for each cash-generating unit and reflect management's assessment of respective
risk profiles, such as market and asset-specific risks factors.

Impairment losses for cash-generating units reduce first the carrying amount of any goodwill allocated to that cash-generating
unit. Any remaining impairment loss is charged pro rata to the other assets in the cash-generating unit. With the exception of
goodwill, all assets are subsequently reassessed for indications that an impairment loss previously recognised may no longer
exist. An impairment charge is reversed if the cash-generating unit's recoverable amount exceeds its carrying amount.

2445  Equity, reserves and dividend payments
Share capital represents the nominal value of shares that have been issued and paid up.

Statutory and voluntary reserves comprise appropriations of current and prior period profits in accordance with the requirements
of the Companies Law and the Parent Company’s articles of association.

Cther components of equity include the following:

+  Foreign cumency franslation reserve — comprises foreign currency translation differences arising from the translation of
financial statements of the Group’s foreign entities into Kuwaiti Dinars.

+  Fair value reserve - comprises gains and losses relating to FVOCI investments.

Accumulated losses inciude all current and prior period retained profiti{losses). All transactions with owners of the Parent
Company are recorded separately within equity.

Dividend distributions payable to equity shareholders are included in accounts payable and other liabilities when the dividends
have been approved in a general meeting.

24.16  Treasury shares

Treasury shares consist of the Parent Company's own issued shares that have been reacquired by the Group and not yet
reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method, the weighted average
cost of the shares reacquired is charged fo a contra account in equity.

When the treasury shares are reissued, gains are credited to a separate account in equity, (the “treasury shares reserve”), which
is not distributable. Any realised losses are charged to the same account to the extent of the credit balance on that account. Any
excess losses are charged to retained earnings then to the voluntary reserve and statutory reserve. No cash dividends are paid
on these shares. The issue of stock dividend shares increases the number of treasury shares proportlonately and reduces the
average cost per share without affecting the total cost of treasury shares.

2417  Employees’ end of service benefits

The Group provides end of service benefits to its employees. The entitlement to these benefits is based upon the employees’ final
salary and length of service, subject to the completion of a minimum service period in accordance with relevant labour law and the
employees' contracts. The expected costs of these benefits are accrued over the period of employment. This liability, which is
unfunded, represents the amount payable to each employee as a result of termination on the reporting date. With respect to its
Kuwaiti national employees, in addition to the above, the Group makes contributions to the Public Institution for Social Security
calculated as a percentage of the employees' salaries.

2418 Foreign currency translation
Functional and presentation currency
Each entity in the Group determines its own functional currency and items included in the financial statements of each entity are
measured using that functional currency.

Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency of the respective Group entity, using the exchange rates
prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses resulling from the settlement
of such transactions and from the remeasurement of monetary items denominated in foreign currency at year-end exchange
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Gulf North Africa Holding Company-KPSC and Subsidiaries

Notes to the Consclidated Financial Statements - for the year ended 31 December 2019

2 Basis of preparation and significant accounting policies (continued)

2418  Foreign currency translation {continued)

rates are recognised in consolidated statement of profit or loss. Non-monetary items are not retranslated at year-end and are
measured at historical cost (translated using the exchange rates at the transaction date), except for non-monetary items
measured at fair value which are translated using the exchange rates at the date when fair value was determined.

Foreign operations

In the Group's financial statements, all assets, liabilities and transactions of Group entities with a functional currency other than
KD are translated into KD upon consolidation. The functional currency of the enfities in the Group has remained unchanged
during the reporting period.

On consolidation, assets and liabilities have been translated into KD at the closing rate at the reporting date. Goodwill and fair
value adjustments arising on the acquisition of a foreign enfity have been treated as assets and liabilities of the foreign entity and
transiated into KD at the closing rate. Income and expenses have been translated into KD at the average rate over the reporting
period. Exchange differences are charged/credited to other comprehensive income and recognised in the foreign currency
translation reserve in equity. On disposal of a foreign operation, the related cumulative translation differences recognised in
equity are reclassified to consolidated statement of profit or loss and are recognised as part of the gain or loss on disposal.

24.19  Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past event, it is probable
that an outflow of economic resources will be required from the Group and amounts can be estimated reliably. Timing or amount
of the outflow may still be uncertain,

Provisions are measured at the estimated expenditure required to settie the present obligation, based on the most reliable
evidence available at the reporting date, including the risks and uncertainties associated with the present obligation. Where there
are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the
class of obligations as a whole. Provisions are discounted to their present values, where the time value of money is material.

Contingent assets are not recognised in the consolidated financial statements, but are disclosed when an infiow of economic
benefits is probable. Contingent liabilities are not recognised in the consolidated statement of financial position, but are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote.

2420 Revenue recognition

Revenue from contracts with customers is recognised when control of the goods or services are transferred to the customer at
amount that reflects the consideration to which the Group expects to be entitled in exchange for those services or goods. Revenue is
measured hased on the consideration to which the Group expects to be entitied with a customer and excludes amounts collected on
behalf of third parlies. The Group has concluded that it is the principal in all of its revenue arrangements since it typically controls
goods or services before transferring it to the customer.

The specific recognition criteria described below must also be met before revenue is recognised.

Sale of goods -
Revenue from sale of goods is recognised at the point in time when control of the asset is fransferred to the customer generally on
delivery of the goods.

Rendering of ssrvices
Revenue from rendering of services is recognised over time as and when related services are provided and the amount of revenue
can be measured reliably.

Dividend income
Dividend income, other than those from investments in associates, are recognised at the time the right to receive payment is
established.

Rental income
Rental income arising from investment properties is accounted for on a straight line basis over the lease term.

2421 Operating expenses

Operating expenses are recognised in consolidated statement of profit or loss upon utilisation of the service or at the date of their
origin.
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

2 Baslis of preparation and significant accounting policies (continued)

24.22 Finance cost

Finance cost is recognised in the consolidated statement of profit or loss on a time proportion basis over the period of related
liabilities.

2423 Taxation

National Labour Support Tax (NLST)

NLST is calcutated in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No. 24 of 2006 at 2.5% of
taxable profit of the Group after deducting directors’ fees for the year. As per Jaw, income from associates and subsidiaries, cash
dividends from listed companies which are subjected to NLST have to be deducted from the profit for the year.

Kuwait Foundation for the Advancement of Sciences (KFAS)

The contribution to KFAS is calculated at 1% of taxable profit of the Group in accordance with the modified calculation based on
the Foundation's Board of Directors’ resolution, which states that income from associates and subsidiaries, Board of Directors’
remuneration, transfer to statutory reserve should be excluded from profit for the year when determining the contribution,

Zakat
Contribution to Zakat is calculated at 1% of the profit of the Group in accordance with the Ministry of Finance resolution No.
5812007 effective from 10 December 2007.

Taxation on overseas subsidiaries
Taxation on overseas subsidiaries is calculated on the basis of the tax rates applicable and prescribed according to the
prevailing laws, regulations and insfructions of the countries where these subsidiaries operate,

2424 Leases

Group as a lessee

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration.

Puolicy applicable from 1 January 2019

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of
low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets representing the right to
use the underlying assets,

a} Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for
any re-measurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease incentives received. Unless
the Group is reasonably certain to obtain ownership of the leased asset at the end of the lease term, the recognised right-of-use
assets are deprecialed on a straight-fine basis over the shorter of its estimated useful life and the lease term. Right-of-use assets
are subject to impairment. The carrying value of the right-of-use assets are presented under property, plant and equipment in the
consolidated statement of financiaf position.

b) Lease liabilifies

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed payments (including in- substance fixed payments) less any
lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts expecled to be paid under
residual value guarantees. The lease payments also include the exercise price of a purchase option reasonably certain to be
exercised by the Group and payments of penalties for terminating a lease, if the lease term reflects the Group exercising the
option to terminate. The variable lease payments that do not depend on an index or a rate are recognised as expense in the
period on which the event or condition that triggers the payment occurs. In calculating the present value of lease payments, the
Group uses the incremental profit rate at the lease commencement date if the profit rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect the accretion of profit and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification,
a change in the lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the
underlying asset and are presented under other liabilities in the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

2 Basis of preparation and significant accounting policies (continued)

2.4.24 Leases (continued)

Policy applicable before 1 January 2018

Operating lease payments are recognised as an expense in the consolidated statement of profit or Joss on a straight-line basis
over the lease term. Contingent rental payable is recognised as an expense in the period in which they are incurred.

Group as a lessor
Leases in which the Group does not transfer substantially all the risks and benefits of ownership of an asset are classified as

operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the leased
asset and recognised over the lease term on the same basis as rental income. Contingent rents are recognised as revenue in
the period in which they are earned.

2425 Segment reporting

The Group has two operating segments: local and international segments. In identifying these operating segments, management
generally follows the Group's service lines representing its main products and services. Each of these operating segments is
managed separately as each requires different approaches and other resources. All inter-segment transfers are carried out at
arm’s length prices.

For management purposes, the Group uses the same measurement policies as those used in its financial statements. In
addition, assets or liabilities which are not directly atfributable to the business activities of any operating segment are not
allocated to a segment.

W
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Gulf North Africa Holding Company-KPSC and Subsidiaries
oy Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

e 3 Subsidiaries
Composition of the Grotp
Set out below details of the subsidiaries held by the Group:

B Country of
incorporation Voting capital held Activities
) 2019 2018
Morocco Mediterranean General Trading WLL™ Kuwait - 99% Real estate
Al-Janzour Real Estate Company WLL Kuwait 100% 100% Real estate
- Gulf Moroceo Co. W.LL. Saudi Arabia 100% 100% Real estate
- Casablanca Real Estate Co. Ltd* ?;g?;sn 48.29% 26.98% Real estate
__ Dream Real Estate Co. Ltd ?;;?;Sn 47.09% 30.81% Real estate
4 SARL EL Awras El Khalijia Promotion immo Algeria 100% 100% Real estate
. Morocco Narth Africa Holding Company Ltd. Morocco 100% 100% Real estate
o Al-Siraj Group Holding Company — KSC {Closed}* Kuwait 57.94% 42.29% Education
4 * Acquisition of minority interest
e During the year, the Group increased its equity holding in three subsidiary companies (Casablanca Real Estate Co. Lid -
- 21.31%, Dream Real Estate Co. Ltd -16.28% and Al-Siraj Group Holding Company — KSC (Closed)- 16.65%) through acquisition
g of minority interest. The total cost of these acquisitions was KD 2,076,804 against the carrying value of KD 2,130,881
_ *Morocco Mediterranean General Trading WLL was liquidated during the year and its liquidation did not have any impact on the
= financial statements of the Group.
. | Subsidiaries with material non-controfling interests
N The Group includes the following subsidiaries with material non-controlling interests (NCI):
o a) Casablanca Real Estate Co. Ltd
i Summarised consolidated financial information of Casablanca Real Estate Co. Lid, before infragroup eliminations, is set out
below:
oul 2019 2018
' KD KD
-
Non-current assets 5,465,858 5,372,027
- Current assels 1,27¢ 2,851
) Current liabilities 2,761,786 2,734,796
- Total equity attributable to the owners of the Company 1,306,414 712,294
o Non-controlling interests (NCI) 1,398,937 1,927,788
2 Profit for the year atiributable o the owners of the Company 18,051 271,546
i Profit for the year attributable to NCI 19,330 734,924
o Profit for the year 37,381 1,006,470
- Other comprehensive income for the year attributable to the owners of the Company 14,518 1
i Other comprehensive income for the year attributable to NCI 15,546 1
o Total other comprehensive income for the year 30,064 2
Total comprehensive income for the year attributable to the owners of the Company 32,569 271,547
Total comprehensive income for the year attributable to NCI 34,876 734,925
Total comprehensive income for the year 67,445 1,006,472
Net cash from operating activities 148
Net cash inflow 148
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8 Notes to the Consolidated Financial Statements - for the year ended 31 December 2019
4 3 Subsidiaries (continued)
= b) Dream Real Estate Co. Ltd
- Summarised consolidated financial information of Dream Real Estate Co. Ltd, before intragroup efiminations, is set out below:
N 2019 2018
Non-current assets 1,756,333 1,766,428
i Current assets 899,888 866,107
Current liabilities 391,653 321,775
| Total equity attributable to the owners of the Parent Company 1,066,385 712,037
Non-controfling interests 1,198,183 1,598,723
Loss for the year attributable to the owners of the Parent Company {16,980) (501,604)
. Loss for the year attributable to NCI {20,116) (1,245,750)
Loss for the year {37,096) (1,747,354)
R
Other comprehensive loss attributable to the owners of the Parent Company {3,874) (10,252)
= Other comprehensive loss for the year attributable to NCI {5,360} {23,549)
Total other comprehensive loss for the year {9,234} {33,801)
Total comprehensive loss for the year attributable to the owners of the Parent Company (20,854) (511,856)
JEl Total comprehensive loss for the year attributable to NCI (25,476) {1,269,299)
Total comprehensive loss for the year (46,330) {1,781,155)
=
Net cash flow used in operating activities (11,222) (193,581)
Net cash outflow (11,222 (193,581)

c) Al-Siraj Group Holding Company - KSC (Closed)

.7 Summarised consolidated financial information of Al-Siraj Group Holding Company ~ KSC (Closed) which was acguired on
' 31.12.2018, before infragroup efiminations, is set out below:
Restated
o 2019 2018
= KD KD
.
Non-current assets 9,626,685 9,620,005
- Current assets 711,902 529,725
"' Non-current liabilities 977,058 1,610,890
-5 Current liabilities 1,278,202 1,018,969
- Total equity attributable to the owners of the Parent Company 4,691,234 3,222 357
o Non-controfling interests 3,392,093 4,397 514
-y Revenue 2,167,365
o Expenses {1,703,909)
= Profit for the year 463,456
g Other comprehensive income
Total comprehensive income aftributable to the owners of the Parent Company 268,501
Total comprehensive income attributable to NCI 194,955
Total comprehensive income for the year 463,456
L Net cash flow from operating activities 528,321
- Net cash flow used in investing activities (67,112)
. Net cash flow used in financing activities (459,716)
Net cash outflow {507)
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

. 4 Restatement of consolidated financial statements for purchase price
aliocation of subsidiary acquired

During December 2018, the Parent Company acquired 42.29% effective equity interest of Al-Siraj Group Holding Company-KSC

{Closed) (“Al-Siraj"), a Kuwaiti Shareholding Company, which fully owns Kuwait Technical College ~SPC, Kuwait with principat

activity of establishment and management of private universities and colleges. On 31 December 2018 Al-Siraj's financial

statements were consolidated using the provisional values of assets acquired and liabilities assumed.

Wou W

During the year, the Group performed a purchase price allocation exercise on acquisition of Al Siraj resulting gain on bargain

Ey purchase from business combination of KD 944,260 instead of provisional goodwill recorded previously on 3t December 2018.
As a result, comparative figures for the year ended 31 December 2018 were adjusted.
-8 The purchase price allocation is as follows:
.- Adjustment
= from
e purchase
4 Carrying price
= values Fair values allocation
o Assels
. Property, piant and equipment 5,508,894 9,008,894 3,500,000
o Intangible assets 611,111 611,111 -
Accounts receivable and other assets 44,365 44,365 -
2 Due from a related company 1,205 1,205
Cash and bank balances 484,155 484,155
. Liabilities
Borrowings {1,943,499) (1,943,499)
| Provision for employees’ end of service benefits {85,640 {85,640)
B Accounts payable and other liabilities (600,720) (500,720) -
- 4,119,871 7,619,871 3,500,000
_ Non-controlling interests {2,377,624) {4,397,514) {2,019,890)
R Net identifiable assets acquired 1,742,247 3,222,357 1,480,110
) Consideration for acquisition 2,278,097 2,278,097 -
R Good':vim_(gain on bargain purchase from business 535,850 (944,260) (1,480,110)
combination)
_ The consolidated financial statements for the year ended 31 December 2018 were adjusted as follows:
Consolidated statement of financial position 31 December 2018
As
previously Effect of After
o stated adjustment adjustment
g Property, plant and equipment 5,518,859 3,500,000 9,018,859
Goodwill 535,850 (535,850) -
L Total equity attributable to the owners of the parent company 10,276,732 944,260 11,220,992
Non-controlling interests 6,109,851 2,019,890 8,129,741
Consolidated statement of profit or loss for the year ended 31 December 2018
g As
o previously Effect of After
R stated adjustment adjustment
g Gain on bargain purchase from business combination - 944,260 944,260
o Loss for the year (2,716,705) 944,260 (1,772,445)
Aftributable to:
Owners of the Parent Company (2,205,879) 944,260 {1,261,619)
Ed The above adjustments did not affect consolidated statement of cash flows previously reported. Also, these adjustments did not
= affect the opening balances of comparative year as at 1 January 2018.
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Guif North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

5 Property, plant and equipment (continued)

* Leasehold land and Buildings on leasehold land

Leasehold land represents land leased from the Government for a period of 20 years starting from the beginning of the fourth
year of the contract signing date. The contract singing was on 24 February 2010 and done by the Kuwait Technical College ( a
subsidiary company owned by “Al-Sirg]") with the Ministry of Finance — State's Property Contracts Department — for the design,
implementation, management and investment of Kuwait Technical College project on the land appropriated thereto and located
in Ahmadi Governorate, Abu Halifa, the area of which amounts to 50,000 sg.m. in accordance with the area chart no. (C/38358)
approved by Kuwait Municipality.

Based on the independent valuations obtained by the Group for the purpose of final purchase price allocation exercise on
acquisition of Al Siraj, the acquisition-date (31 December 2018) fair value of the leasehold land was KD 3,500,000. It is
considered as having an indefinite useful life because of the normal market trends that supports its continuous renewal, and
hence, it is not amoriised.

The building on leasehold land represents the building construction cost for the Kuwait Technical College’s project on the above
leasehold {and.

6 Intangible asset

2019 2018
Cost KD KD
At beginning of the year 750,000 -
Addition arising on acquisition - 750,000
At end of the year 750,000 750,000
Amortisation
At beginning of the year {138,889) -
Addition arising on acquisition . (138,889
Charge for the year (41,666) -
At end of the year {180,555) (138,889)
Net book value 569,445 611,111

On 7 November 2006, Al-Siraj Group Helding Company — KSC (Closed) ("Al-Siraj", a subsidiary company acquired by the Group
during the year 2018, made an agreement to purchase the full shares in Kuwait Technical College (a subsidiary of Al-Siraj} at the
fair value of the net tangible assets of that subsidiary on the purchase date amounted to KD466. However in return for waiver by
the old partners in that subsidiary of their rights in the final license issued from the General Secretariat of the Board of Private
Universities to establish the college and the location allocated to establish the college and the license for the establishment of the
college issued by the Decree No. 303/2005 dated 23 November 2005 and all rights of the college curriculum and all agreements
concluded with the authorities direclly related to the project in addition to the commercial license of that subsidiary, it had been
agreed to pay the amount of KD 750,000 against those rights. Intangible asset represents the amount paid for those rights.

7 Investment properties

2019 2018

KD KD

Properties in Morocco 1,756,333 -
Properties in Syria 5,465,858 5,372,027
Others - 192,280
7,222,191 5,564,307

The movement in investment properties is as follows:

At 1 January 5,564,307 7,107,990
Transfer to non-current assets held for sale - (6,890,000)
Transfer from properties under development 2,806,428 4,346,978
Additions 17,875 -
Disposals {1,374,190) -
Change in fair value 207,771 999,339
At 31 December 7,222,191 5,564,307

Note 25.3 sets out how the fair value of the investment properties has been determined.
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Guif North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

8 Properties under development
2019 2018
KD KD
Properties in Saudi Arabia 1,040,000
Properties in Morocco 1,766,428
2,806,428
The movement in properties under development is as foliows:
At 1 January 2,806,428 9,196,580
Additions during the year . 81,451
Impairment of property under development . (2,124,625)
Transfer to investment properties (2,806,428) (4,346,978)
- 2,806,428
9 Financial assets at fair value through other comprehensive income
2019 2018
KD KD
Local ungquoted equity securities 75,625 75,625
Foreign unquoted investments/equity securities 725,435 1,639,642
801,060 1,715,267

As on 31 December 2018, the foreign unquoted investments KD 725,435 consists of KD 277,064 portfolio investment in units of
gertain tower in Saudi Arabia, and investment of KD 448,371 in certain real estate project in India which is under development.

10 Investment in associates
Details of the Group's associales are set out below:

Country of Ownership Principal
Name of associate incorporation percentage activities
2019 2018
Libya General Trading Company — WLL Kuwait 26% 20% Real Estate
Rawaj Holding Company ~ KSC{Closed) Kuwait 44.166%  29.166% Real Estate
All the above associates are unquoted.
The movement in investment in associates is as follows: ’
2019 2018
KD KD
At 1 January 624,057 913,957
Additions 218,637 7,759
Amount received on reduction of capital - (79,812)
Share of results for the year (14,498) (72,484)
Impairment loss on investment in associales - {145,363)
At 31 December 828,196 624,057
27
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=7 Notes to the Consolidated Financial Statements - for the year ended 31 December 2019
& 10 Investment in associates (Continued)
- Summarised financial information of the Group's associates are set out below:
_ Libya General Trading Company - WLL :
= 2019 2018
. KD KD
_ Total assets {current assets) 2,676,274 2,753,728
=] Total liabilities {current liabiliies) {(1,371) (250}
] Net assets 2,674,902 2,753,478
1 Group's carrying amount of investment In this assoclate 594,449 473613
_ Revenue - 1,386
= Loss for the year (78,575) (316,635)
- Group’s share of loss for the year {20,430) (63,327)
- Rawaj Holding Company - KSC{Closed):
2019 2018
e Non - current assets 338,993 440,977
- Current assets 189,939 120,650
- Non - current liabilifies . (2,160}
= Current liabilities {36,705) (43,649}
- Net assets 492 227 515,818
Group's carrying amount of investment in this associate before impairment 233,747 295,807
Impairment loss recognised on investment in this associate - {145,363)
Group’s carrying amount of investment in this associate after impairment 233,747 150,444
o Revenue 17,697 65,751
= Profit/(loss) for the vear 13,431 {31,399)
- Group’s share of profit/{loss) for the year 5,932 {9,157)
%g 11 Advance for purchase of investment property
This represents advance paymentis fo purchase an investment property in Turkey. In accordance with the original agreement, the
e delivery of investment property was due in April 2017 but it was not fulfilled. Hence the Group has initiated legal proceeding for

recovering the advance amount paid.

12 Non-current assets held for sale
Non-current assets held for sale consisted of four properties inside the State of Kuwait for which the Group signed sale
agreements with the buyers. The sale agreements were subject fo fulfilment of certain terms and conditions agreed between the
parties. These properties were fair valued based on the agreed selling price as per the agreements between the Group and the
buyers. The Group management confirmed that the actions required to complete the sale indicate that it was highly unlikely that
significant changes fo the sale would be made. Subsequent to the financial reporting date the sale was completed and the
liabilities related to the non-current assets held for sale were fully settled.

= 2019 2018
Assets held for sale KD KD
Properties inside Kuwait classified as assets heid for sale from investment properties . 6,890,060
28 l.oss on fair valuation based on the agreed selling price - {1,030,000)
s 5,860,000

Liahilities related to assets held for sale
ljara financing related to assets held for sale - 3,556,131
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e ( Notes to the Consolidated Financial Statements - for the year ended 31 December 2019
. 12 Non-current assets held for sale (Continued)
Discontinued operation
. g The Group considered the above non-current assets held for sale as a component of the Group which comprised operations and
cash flows that could be clearfy distinguished, operationally and for financiat reporting purposes, from the rest of the Group. The
i following were the analysis of revenue, expenses, other related details and net cash flows of discontinued operation:
= 2019 2018
s KD KD
= Rental income-net 34,032 356,658
g Fair valuation loss of non-current assets held for sale - {1,030,000)
E Finance costs related to non-current assets held for sale (34,437) (207,054)
. Loss from discontinued operation {405) {880,396)
“ Cash flows from operating activities 34,032 31,942
= Cash flows used in financing activities {34,437) {90,520)
| Net cash outflows from discontinued operation (405) (58,578)
= 13 Accounts receivable and other assets
2019 2018
KD KD
Accounts receivable 224,084 48,715
Accrued revenue 8,000 -
Prepaid expenses 1,102 14,993
Cther receivables 28,336 12,154
9 261,522 75,862
= Financial assets comprise of the following:
- 2019 2018
= KD KD
=4 Neither past due nor impaired 260,420 60,869
=) The Group has determined that the ECL aflowance for accounts receivable and other assets that are financial assets is not
material,
= 14 Cash and cash equivalents
= Cash and cash equivalents included in the consolidated statement of cash flows comprise of the following:
] 2019 2018
| KD KD
= Saving accounts 6,049 7,780
2 Cash in hand 5,409 1,356
. Bank balances 865,490 638,790
3 Balance in investment portfolio account 11,880 526
- 888,828 648 452
= 15 Share capital 53
e At 31 December 2019, the authorised, issued and fully paid share capital in cash of the Parent Company comprised 150,000,000
. shares of 100 fils each (2018: 150,000,000 shares of 100 fils each). All shares in cash. :
s
2
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

16 Reserves

The Companies Law and the Parent Company's articles of association require that 10% of the profit for the year before KFAS,
NLST, Zakat and Directors' remuneration is transferred to the statutory reserve. The shareholders of Parent Company may
resolve to discontinue such annual transfers when the reserve totals 50% of the paid up share capital,

Distribution of legal reserve is limited to the amount required fo enable the payment of a dividend of 5% of paid up share capital
to be made in years when retained earnings are not sufficient for the payment of a dividend of that amount.

The Parent Company's articles of association and the Companies Law requires that 10% of the profit for the year before KFAS,
NLST, Zakat and Directors’ remuneration is transferred to the voluntary reserve. There are no restrictions on distribution of
voluntary reserve,

No such transfers are required when the Group incurred loss or accumulated losses exist.

17 Borrowings
2019 2018
KD KD
Murabaha and wakala facilities 1,425,500 2,943,499
Less: Current portion {518,000) {1,518,249)
Murabaha and wakala facilities —non-current portion 907,500 1,425,250

18

(a) On 26 September 2018, the subsidiary of Al-Siraj (Kuwait Technical College - SPC) renewed its existing financing contract
(wakala) amounting to KD 1,073,000 with an Islamic banking institution operating in the State of Kuwait. The facility is due
in 16 quarterly equal installments commencing from 26 December 2018.

The wakala facilities are granted against the insurance policy of the subsidiary company’s building and guaranteed by the
Al-Siraj. The wakala facilities carry finance costs at the rate of 4% above the discount rate of the Central Bank of Kuwait,

(b) On 10 April 2018, the subsidiary of A-Siraj (Kuwait Technical College — SPC) renewed its existing financing facility
(murabaha) amounted to KD1,000,000 with an Islamic banking institution operating in the State of Kuwait. The facility is
due in 16 quarterly equal instafiments commencing from 1 October 2018.

The murabaha facilities are granted against the insurance palicy of the subsidiary company's building and guaranteed by
Al-Siraj. The murabaha facilifies carry finance costs at the rate of 3% above the discount rate of the Central Bank of Kuwait,

{c) On 30 October 2018, the Parent Company obtained a murabaha facility from certain party amounting to KD 1,000,000 and
fully seftled during the year.

(d) The installments payable within one year from the consolidated financial position date have been stated under current

liabilities.
Accounts payable and other liabilities

2019 2018
KD KD
Accounts payable and accruals 384,022 784,160
Advance received for sale of non-current assets held for sale . 150,000
Payable for business combination - 161,873
Lease liabilities 418,754 -
Due to related parties (note : 21) 180,425 200,850
Staff leave provision 29,226 30,228
Dividend payable 8,850 8,950
1,021,277 1,344,861
Lease liabiiities due after one year (396,605} -
624,672 1,344,861
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19 General and administrative expenses
2019 2018
KD KD
Staff costs 134,391 262,635
Administrative expenses 228,968 205,111
363,359 487,746
20 Basic and diluted earnings/(loss) per share attributable to owners of the

Parent Company

Basic and diluted eamnings/(loss) per share is calculated by dividing the profiti{loss) for the year attributable to the owners of the
Parent Company by the weighted average number of shares in issue excluding treasury shares.

(Restated)
2019 2018
Profitf{loss) for the year attributable to the owners of the Parent Company (KD) 116,425 {1,261,619)
Weighted average number of shares 150,000,000 145,625,849
Basic and diluted earnings/{loss) per share 0.78 Fils {8.66) Fils
Profit/(loss) for the year continuing operation (KD) 116,830 (381,223)
Basic and diluted earnings/(loss) per share —continuing operation 0.78 Fils (2.62) Fils

21 Related party transactions

Related parties represent the major sharehoklers, associates, directors, entities under common control and key management
personnel of the Group and companies in which directors and key management personnel of the Group are principal owners or over

which they are able to exercise significant influence or joint control. Pricing policies and terms of these transactions are approved by
the Group's management.

Details of significant related party transactions and balances are as follows;

2019 2018
KD KD
Due to related parties (note 18)
Due to associate 71,269 90,867
Due to minority shareholder of a subsidiary 109,156 109,783
180,425 200,650
Transactions included in consolidated statement of profit or loss :
Management fee income 21,400 9,665
Compensation of key management personnef: .
Salaries and short term benefits 36,865 136,240
End of service benefits 1,255 13,719
38,120 149,959
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Eg? 22 Segmental information
_ The Group’s reportable segments under [FRS 8 are as follows:
. - Local
- International
of The revenues and profits generated by the Group from segments are summarised as follows:
E ¢ Local International Total
KD KD KD
31 December 2019
N Revenue 2,268,520 209,144 2,477,664
il Segment profi 185,815 134,114 319,920
- Foreign exchange loss (9,335)
& < Profit for the year 310,594
“ Total assets 11,634,624 8,366,139 20,000,763
E Total liabilities 2,397,772 127,346 2,525,118
a1 Net assets 9,236,852 8,238,793 17,475,645
Share of results of associates (14,498) . {14,498)
Depreciation {468,917) - (468,917)
Local International Total
KD Kb KD
31 December 2018
Revenue 907,862 1,040,010 1,047 872
» Segment loss {11,129) (1,766,462) (1,777,591)
=4 Foreign exchange gain 5,146
- Loss for the year (1,772,445)
=4 Total assets 16,852,533 10,439,951 27,292,484
— Total liabifities (7,812,557) {128,194) (7,941,751
e Net assets 9,039,976 10,310,757 19,350,733
=4 Share of resulls of associate (72,484) : (72,484)
£ Depreciation (4,450) - {4,450)
1 23 Annual general assembly

The Annual General Assembly of the shareholders held on 20 May 20119 approved the consolidated financial statements of the
Group for the year ended 31 December 2018 and the directors’ proposal not fo distribute any dividends for the year then ended.

24 Risk management objectives and policies

The Group's activities expose it to variety of financial risks; market risk (including currency risk, price risk and profit rate risk),
credit risk and fiquidity risk.

The Parent Company's board of directors is ultimately responsible for the overall risk management and for approving risk
strategies and principles. The Group's risk management focuses on actively securing the Group's short to medium term cash
- flows by minimizing the potential adverse effects on the Group's financial performance. Long ferm financial investments are
£ managed to generate lasting returns.

The Group does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.
The most significant financial risks to which the Group is exposed to are described below.

241 Market risk

a) Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in
foreign exchange rates.

The Group mainly operates in Kuwait, the Middle East and North Africa countries and is exposed to foreign currency risk arising
from various foreign currency exposures, primarily with respect to US Dollar, Syrian Pound, Saudi Riyal and Morocco Dirham.

= 32
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24 Risk management cbjectives and policies {continued)

241 Market risk

a) Foreign currency risk (continued)

The Group’s financial position can be affected by the movement in these currencies. To mitigate the Group's exposure to foreign
currency risk, non-Kuwaiti Dinar cash flows are monitored.

The Group had the following the exposures denominated in foreign currencies, ranslated into Kuwaiti Dinar at the closing rate:

2019 2018

KD KD

US Doliar 38,124 49 841
Syrian Pound 967 820
Saudi Riyal 254 1,856
Morocco Dirham 6,622 6,771

The foreign currency sensitivity is determined based on US Dollar 3% (2018: 3%), Syrian Pound 50% (2018: 50%), Saudi Riyal
5% (2018: 5%) and Morocco Dirham 5% (2018: 5%) increase or decrease in exchange rates. There has been no change during

the year in the methods and assumptions used in the preparation of the sensitivity analysis.

If the Kuwaiti Dinar had strengthened/(weakened) against the foreign currencies assuming the above sensitivity, then this would

have the following impact on the profit for the year and equity:

Profit for the year
2019 2018
KD KD
US Dollar +1,144 +1,495
Syrian Pound 484 +410
Saudi Riyal +13 +93
Morocco Dirham 331 +339

Exposures to foreign exchange rates vary during the year depending on the volume and nature of the transactions. Nonetheless,
the analysis above is considered to be representative of the Group's exposure to the foreign currency risk.

b) Price risk
The Group is exposed to price risk with respect to its investments. Investments are classified either as financial assets at fair
value through profit or loss or financial assets at fair value through other comprehensive income.

To manage its price risk arising from investments in equity and debt securities, the Group diversifies its portfolio. Diversification
of the portfolio is done in accordance with the limits set by the Group.

The sensitivity analyses below have been determined based on the exposure to price risks at the reporting date.

If prices had been 5% higherflower, the effect on the changes in profit and equity would have been as follows:

Profit for the year Equity
2019 2018 2019 2018
KD KD KD KD
Financial assets at fair value through profit or loss 149 149
Financial assets at fair value through other
comprehensive income - - 40,053 85,763
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24 Risk management objectives and policies (continued)
24.1 Market risk —{continued)
c) Profit rate risk

Profit rate risk arises from the possibility that changes in profit rates will affect future profitability or the fair values of financial
instruments. The Group is exposed to profit rate risk with respect to borrowings.

The foliowing table illustrates the sensitivity of the profit/(ioss) for the year and equity to a reasonable possible change in profit
rates of +1% and -1% (2018: +1% and -1%) with effect from the beginning of the year. These changes are considered to be
reasonably possible based on observation of current market condition.

The calculations are based on the Group's financial instruments held at each financial position date. All other variables are held
constant. There is no impact on the Group's equity:

2019 2018
+1% -1% +1% -1%
KD KD KD KD
2 Profit/{loss) for the year (29,435) 29,435 36,467 {36,467}
s
g |

There has been no change during the year in the methods and assumption used in preparing the sensitivity analysis

242 Credit risk

Credit risk s the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss. The Group's credit poficy and exposure to credit risk is monitored on an ongoing basis. The Group seeks to avoid
. undue concentrations of risks with individuals or groups of customers in specific locations or business through diversification of its
1 activities. It also obtains security when appropriate.

The Group's exposure to credit risk is limited to the carrying amounts of financial assets recognised at the financial position date,
as summarized below:

] 2019 2018
KD KD

%;::f
Accounts receivable and other assets 260,420 60,869
i Saving accounts 6,049 7,780
' Bank accounts 865,490 638,790
%@g Portfolio accounts 11,880 526
' 1,143,839 707,965

Bank balances and saving accounts are maintained with high credit quality financial institutions. Accounts receivable and other
assets are neither past due nor impaired.

243 Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To limit this risk, management has
arranged diversified funding sources, manages assets with liquidity in mind, and monitors liquidity on a daily basis. The table
below summarises the maturity profile of the Group's financial fiabilities. The maturities of financial liabilities have been determined
on the basis of the remaining period from the financial position date to the contractual maturity date and the estimated amount
required for full settlement of the liabilities.

Maturity profile of liabilities:

Upto1 1-3 312 Over

month Months months 1 year Total
At 31 December 2019 KD KD KD KD KD
Liabilities
Lease liabilities - - 46,100 549,358 595,458
Borrowings 72,897 79,880 445,693 966,653 1,565,123
Accounts payable and other liabilities . 384,022 218,501 . 602,523

72,897 463,902 710,294 1,516,011 2,763,104
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Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

24 Risk management objectives and policies {(continued)
243 Liquidity risk -(continued)
Maturity profile of liabilities:

Upito1 1-3 312 Over
month Months months 1 year Total

At 31 December 2018 KD KD KD KD KD
Liabilities
Liabilities refated to non-current
assets held for sale - 3,585 569 - - 3,585,569
Borrowings 76,678 101,868 1,555,559 1,565,124 3,299,229
Accounts payable and other liabilities - 753,274 441 587 - 1,194,861

76,678 4,440,711 1,897,146 1,565,124 8,079,859

25 Fair value measurement

251 Fair value hierarchy
Fair value represents the price that would be received to sell an asset or paid to fransfer a liability in an orderly transaction
between market participants at the measurement date. Financial assets and financial liabilities measured at fair value in the

statement of financial position are grouped into three Levels of a fair value hierarchy. The three Levels are defined based on the
observabiiity of significant inputs to the measurement, as follows;

* Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or
iiabilities;

* Level 2 fair value measurements are those derived from inputs other than quoted prices that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

* Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that
are not based on observable market data (unobservable inputs).

25.2 Fair value measurement of financial instruments

The carrying amounts of the Group's financial assets and liabilities as stated in the consolidated statement of financial position
are as follows:

2019 2018
KD KD
Financial assets:
Amortised cost:
Cash and cash equivalents 888,828 648,452
Accounts receivable and other assets 260,420 60,869
Fair value through profit or loss:
Financial assets at fair valug through profit or loss 2,988 2,988
Fair value through other comprehensive income:
Financial assefs at fair value through other comprehensive income 801,060 1,715,267
1,953,296 2,427,578
Financial liabilities:
Financial liabifities at amortised cost:
Accounts payable and other liabilities 602,523 1,194,861
Liabilities related to non-current assets held for sale - 3,556,131
Borrowings 1,425,500 2,943,499
Lease liabilifies 418,754 -
2,446,777 7,694,491

35




Gulf North Africa Holding Company-KPSC and Subsidiaries
Notes to the Consolidated Financial Statements - for the year ended 31 December 2019

25 Fair value measurement (continued)

252 Fair vaiue measurement of financial instruments {continued)

Management cansiders that the carrying amounts of the financial assets and all financial liabifities, which are stated at amortised
cost, approximate their fair values.

The level within which the financial asset or liability is classified is determined based on the lowest level of significant input to the
fair value measurement.

The financial assets and liabilities measured at fair value on a recurring basis in the statement of consolidated financial position
are grouped into the fair value hierarchy as follows;

Level 1 Level 2 Level 3 Total
31 December 2019 KD KD KD KD
Financial asset at fair value through
profit or loss
Local managed funds {b) - 2,988 - 2,988
Equity investments at FVOCI
Unguoted securities {c) - 801,060 801,060
2,988 801,060 804,048
31 December 2018
Financial asset at fair value through profit or
loss
tocal managed funds (b) - 2,988 - 2,988
Equity investments at FVOC!
Unguoted securities {c) - 1,715,267 1,715,267
2,988 1,715,267 1,718,255

There have been no significant fransfers between levels 1 and 2 during the reporting period.

Measurement at fair value
The methods and valuation technigues used for the purpose of measuring fair value are unchanged compared to the previous
reporting petiod.

a) Quoted securities
All the listed equity securities are publicly traded in stock exchanges. Fair values have been determined by reference to
their quoted bid prices at the reporting date.

b) Local managed funds
The underlying investments in local managed funds primarily comprise of local <quoted securiies whose
fair values has been determined by reference to their quoted bid prices at the reporting date.

c) Unquoted securities
Unlisted securities are measured at fair value estimated using various models like market and cost approach, which
includes some assumptions that are not supportable by observable market prices or rates.

d) Financial liabilities
The Group does not have any financial liabilities at fair value.
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25 Fair value measurement (continued)

25.2 Fair value measurement of financial instruments (continued)

Level 3 fair value measurements

The Group's financial assets classified in Level 3 uses valuation techniques based on significant inputs that are not based on
observable market data. The financial instruments within this level can be reconciled from beginning fo ending balances as

follows:
- 2019 2018
] KD KD
! Opening balances 1,715,267 -
= Equity investments at FVOC! recognised under IFRS 9 on initial application . 3,033,712
Disposal during the year (818,504) (39,984)
Gains or losses recognised in;
- Other comprehensive income {95,703) {1,278,461)
Closing balance 801,060 1,715,267

The Group's finance team performs valuations of financial items for financial reporting purposes, including Level 3 fair values, in
consultation with third party valuation specialists for complex valuations, where required. Valuation technigues are selected
based on the characteristics of each instrument, with the overall objective of maximising the use of market-based information.

The valuation techniques used for instruments categorised in Levels 2 and 3 are described below:

Financial assets at fair value through profit or loss and financial assets at fair value through other comprehensive
income:

The fair value of financial instruments that are not traded in an active market (e.g unquoted securities) is determined by using
valuation techniques. Fair value for the underlying unquoted securities investments are approximately the summation of the
estimated value of underlying investments as if realised on the statement of financial position date.

The investment managers in determining the fair value of these investments use a variety of methods and make assumptions
that are based on market conditions existing at each financial position date. Investment managers use techniques such as
discounted cash flow analysis, recent transactions prices and market multiples to determine fair value.

g 3
{éﬂ%i

Changing inputs to the level 3 valuations to reasonably possible alternative assumptions would not change significantly amounts
recognized in the consolidated statement of profit or loss, total assets, total liabilities or total equity.

Fal

- The impact on consolidated statement of profit or loss and other comprehensive income would be immaterial if the relevant risk
@ variable used to fair value the level 3 investments were changed by 5%.

25.3 Fair value measurement of non-financial assets

The following table shows the Levels within the hierarchy of non-financial assets measured at fair value on a recurring basis at
31 December 2019 and 31 December 2018:

Level 1 Level 2 Level 3 Total
31 December 2019 KD KD KD KD
investment properties
Properties outside Kuwait - - 7,222,191 7,222191
31 December 2018
Investment properties
= Properties outside Kuwait - - 5,564,307 5,564,307
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25 Fair value measurement (continued)

253 Fair value measurement of non-financial assets (continued)

Fair value of the Group's main property assets is estimated based on appraisals performed by independent, qualified property
valuers. The significant inputs and assumptions are developed in close consultation with management, Further information is
set out below.

Properties outside Kuwait

Properties outside Kuwait represent land located in Morocco and Syria (2018: Bahrain and Syria). The fair value has been
determined based on the fair value provided by an independent valuer who has valued the investment properties using a
market approach that reflects observed prices for recent market transactions for similar properties and incorporates
adjustments for factors spacific to the land in question, including plot size, location, encumbrances and current use.

Further information regarding the fair vaiue measurements is set out in the table below:
Range of
Valuation Significant unobservable Relationship of unchservable
Description technigue unobservable inputs inputs inputs to fair value
Properties outside ~ Market comparison  Estimated market price USD: 1295  The higher the price per square
Kuwait — Syria approach for land (per sqm) {2018 ; USD 12.7) meter, the higher the fair value
Properties outside ~ Market comparison  Estimated market price USD :93.73  The higher the price per square
Kuwait— Morocco  approach for land (per sqm) (2018 : NA) meter, the higher the fair value
Properties outside ~ Market comparison  Estimated market price 2019 NA The higher the price per square
Kuwait — Bahrain approach for land (per sgm) (2018: BD21.5) meter, the higher the fair value

The assets within this level can be reconciled from beginning to ending balances as foliows:

Investment Properties

2019 2018
KD KD
Opening balance 5,564,307 7,107,990
Transfer to non-current assets held for sale ' {6,890,000)
y Transfer from properties under development 2,806,428 4,346,978
hd Additions 17,875 -
Disposals (1,374,190 -
Gains or losses recognised in consolidated statement of profit or loss
Change in fair value of investment property 207,711 999,339
o Closing balance 7,222,191 5,664,307

26 Capital management objectives
The Group’s capital management objectives are to ensure the Group’s ability to continue as a going concer and fo provide
adequate return to its shareholders through the optimization of the capital structure.

The capital of the Group comprise of total equity. The Group manages the capital structure and makes adjustments in the light of
changes in economic conditions and risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares
or sell assets to reduce debt.
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27 Significant accounting judgements and estimates

The preparation of the consclidated financial stalements in conformity with IFRS requires management to make estimates and
assumptions that may affect amounts reported in these consolidated financial statements, as actual results could differ from
those estimates. It also requires management to exercise its judgment in the process of applying the Group's accounting
policies. Judgments and estimates that are significant to the financial statements are:

Classification of financial assets

The Group determines the classification of financial assets based on the assessment of the business model within which the
assets are held and assessment of whether the contractual terms of the financial asset are solely payments of principal and
profit on the principal amount outstanding. Refer note 2.4.9 classification of financial assets for more information.

The Group estimates expected credil loss for all financial assets carried at amorised cost or fair value through other
comprehensive income except for equity instruments. The determination of expected credit loss involves significant use of
external and internal data and assumptions. Refer note 2.4.10 impairment of financial assets for more information,

Impairment of non-financial assets

The Group reviews the carrying amounts of its tangible assets and properties to determine whether there is any indication that
those assets have suffered an impairment loss in accordance with accounting policies stated in note 2.4.14, the recoverable
amount of an asset is determined based on higher of fair value and value in use.

Classification of real estate

Management decides on acquisition of a real estale whether it should be classified as trading, property held for development or
investment property. The Group classifies property as trading property if it is acquired principally for sale in the ordinary course of
business. The Group classifies property as property under development if it is acquired with the intention of development. The
Group classifies property as investment property if it is acquired to generate rental income or for capital appreciation, or for
undetermined future use.

Control assessment

When determining control, management considers whether the Group has the practical abifity to direct the relevant activities of
an investee on its own to generate returns for itself. The assessment of relevant activities and ability o use its power fo affect
variable return requires considerable judgement,

Impairment of associates

After application of the equity method, the Group determines whether it is necessary to recognise any impairment loss on the
Group's investment in its associated companies, at each reporting date based on existence of any objective evidence that the
investment in the associate is impaired. If this is the case the Group calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value and recognises the amount in the consolidated
statement of profit or loss.

Useful lives of depreciable assets

Management reviews its estimate of the useful lives of depreciable assets at each reporfing date, based on the expected utility of
the assets. Uncertainties in these estimates relate to technical obsolescence that may change the utility of certain software and
equipment,

Fair value measurement

Management uses valuation techniques to determine the fair value of financial instrument {where active market quotes are not
available) and non-financial assets. This involves developing estimates and assumption consistent with how market participants
would price the instrument. Management bases its assumptions on observable data as far as possible but this is not always
available. in that case management uses the best information available. Estimated fair values may vary from the actual prices
that would be achieved in an arm’s length transaction at the reporting date (see note 25).
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