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Notes to the interim condensed consolidated financial information
(continued)

4 Management fees and other income
Three months ended Six months ended
30 June 30 June 30 June 30 June
2016 2015 2016 2015
{Unaudited) (Unaudited) {Unaudited) (Unaudited)
KD KD KD KD
Management and consultancy fees 82,580 60,276 191,720 105,488
Rental income 133,075 146,803 256,489 296,951
Gain on settlement of accounts payable * - - - 399,171
Other Income 2,106 1,123 80,359 5117
217,761 208,202 528,568 806,727

* During the first quarter of 2015, one of the Group’s subsidiaries has settled certain accounts payable and
the creditor has waived an amount of KID399,171 which has been recognised as income in the interim
financial information.

5 Basic and diluted (loss)/earnings per share
(Loss)/earnings per share is calculated by dividing the (loss)/profit for the period attributable to the owners

of the Parent Company by the weighted average number of ordinary shares outstanding during the period as
follows:

Three months ended Six months ended
30 June 30 June 30 June 30 June
2016 2015 2016 2015
{Unaudited) (Unaudited) (Unaudited) (Unaudited)

(Loss)/profit for the period attributable to the
owners of the parent (KD) (8,432,310) 10,282,344 (13,769,048) 10,419,811

Weighted average number of shares
outstanding during the period (excluding
treasury shares) 669,543,510 586,355,693 669,543,510 557,318,472

Basic and diluted (loss)/earnings per share
attributable to the owners of the parent

company (Fils) (12.59) Fils 17.54 Fils (20.56) Fils 18.70 Fils
6 Cash and cash equivalents
30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) {Audited) (Unaudited)
KD KD KD
Cash and bank balances 4,315,740 2,055,681 5,109,918
Short term deposits - 3,244,739 2,662,375
Cash balances with portfolio managers 302,234 1,293 74,281
Cash and cash equivalent as per interim condensed
consolidated statement of financial position 4,617,974 5,301,713 7 846.574
Less: Term deposit maturing after six months - - (600,000)
Cash and cash equivalents as per interim condensed
consolidated statement of cash flow 4,617,974 5.301,713 7 246 574

Short term deposits carried average effective interest rate of Nil (31 December 2015: 0.75% and 30 June
2015: 0.77%).
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7 Investments at fair value through profit or loss
30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) (Audited) (Unaudited)
KD KD KD

Designated on initial recognition:

Local quoted shares 808,189 950,575 -

Mutual funds 138,620 151,843 :

Unguoted shares 693,149 892,087 -

1,639,958 1,994 505 -

8 Accounts receivable and other assets

30 June 31 Dec. 30 June
2016 2015 2015
{Unaudited) (Audited) {Unaudited)
KD KD KD

Advance payment to purchase investments 1,690,524 1,525,495 3,325,199

Refundable development expenses (8.1) 17,780,892 17,821,035 17,758,688

Due from related parties 239,807 270,204 4,055,134

Trade receivables 306,430 311,483 320,356

Accrued income & Dividends receivable 47,894 60,152 32,457

QOther assets 1,706,972 1,634,744 228,898

21,772,519 21,623,113 25,720,732

Provision for refundable development expenses (8.2) {15,968,001) (3,199,675) -

5,804,518 18,423,438 25,720,732

8.1 Refundable development expenses represent development cost incurred to develop an economic city
in the Kingdom of Saudi Arabia jointly with the Saudi authorities. The Parent Company was the main
developer for this project.

During the 3t quarter of the year 2014, Knowledge Economic City (KEC) - Kingdom of Saudi Arabia
(the relevant Saudi authority), has announced through different media channels the termination of Al-
Mal Investment’s Contract (Developer of Prince Faisal Abdul Aziz Bin Musaed economic city —
located in Hael) and assigning the development to Governmental parties. The management of the
Parent Company has contacted KEC to inquire about this action, since based on the development
contract, all contractual and formal procedures must be completed to rectify any breach (if any), before
terminating the development contract.

Subsequent event

Subsequent to the reporting date, the Group has filed a legal case against Knowledge Economic City to
recover the refundable development expenses. The legal case was filed under the administrative court
and the court has scheduled the first hearing on 27 September 2016. Upon consultation with the legal
consultants and review of the development contract which stipulates that the total expenses incurred is
re-imbursable, the Parent Company’s management is confident that the Parent Company has the right
to recover the above refundable development expenses in full.

8.2 During the 1st and 2" quarter of the current period, a provision of KID4,792,044 and KID7,976,282
respectively (KID1,596,804 during the 3t quarter of 2015 and KID1,602,871 during the 4t quarter of
2015)) was recognised against refundable development expenses in accordance with Central Bank of
Kuwait requirements.

83  Other assets includes an amount of KI21,400,000 (31 December 2015: KID1,400,000 and 30 June 2015:

KID400,000) which represents payments made to investees Companies for potential investments and
the investees have informed that these projects will not be executed. Accordingly, the management
expects that these amounts will be returned in full within a short period.
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9 Available for sale investments
30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) (Audited) (Unaudited}
KD KD KD
Investments in unquoted shares 2,456,323 2,641,318 3,987,512
- Local 2,261,353 2,327,466 2,419,072
- Foreign 194,970 313,852 1,568,440
Investments in private equity funds 299,348 444 549 620,422
| - Foreign 299,348 444,549 620422 |
investments in direct equity funds 569,483 714,152 719,490
‘ - Local 569,483 714,152 719,490 ‘
Investments in portfolios managed by others 1,758,645 2,161,221 50,575
- Local unguoted 403,815 423,166 37,468
- Foreign unquoted 555,479 869,968 13,107
- Foreign quoted 380,712 119,791 -
- Foreign guoted Real Estate Investment Trusts (REIT) 418,639 748,296 -
5,083,799 5,961,240 5,377,999
9.1 Available for sale investments include investments of KIJ1,209,383 (31 December 2015:

KID336,652 and 30 June 2015: KID103,282), carried at cost less impairment, if any, due to the
unpredictable nature of future cash flows and the unavailability of financial information to arrive at
a reliable measure of fair value.

92 Information for investments in private equity funds and direct equity funds is limited to periodic
financial reports provided by the investment managers. These investments are carried at net asset
values reported by the investment managers. Due to the nature of these investments, the net asset
values reported by the investment managers represent the best estimate of fair values available for
these investments.

953 During the year 2015, the Group acquired the foreign quoted REIT"s as part of the consideration
due on disposal of the Sukuk investments to a foreign buyer. The Group has agreed with the
foreign buyer to keep the securities in a fiduciary account and have also agreed to certain
restrictions on the sale of those shares. However, the Group expects the shares to be fully
disposed by 15 January 2017, and the foreign party has guaranteed a minimum proceed from the
sale of those securities if the total proceeds don’t reach the agreed minimum amount no later than
15 January 2017. During the current period the company disposed shares with a carrying value of
KID389,425 realising a net gain of KID2,557 in the consolidated statement of profit or loss. The
agreed minimum amount approximates the carrying value as of 31 December 2015 and 30 June
2016.

9.4 During the period, the Group recognised an impairment loss of KID112,053 (30 June 2015:
KD557,002) for certain local and other foreign unquoted investments, based on estimates made by
management and the net asset values reported by investment managers.
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10 Investment in associates
The movement in associates during the period/year is as follows:

30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) (Audited) {Unaudited)

KD KD KD
Opening balance 9,287,632 12,452,235 12,452,235
Share of results 128,265 {1,421,5622) 148,764
Group's share of associates change in other comprehensive

income {29,328) (492,512) 165,596

Dividend received (138,794) (1,302,719) (1,302,719)
Exchange differences arising on translation of foreign operations (51,452) 52,150 60,746
Ending balance 9,196,323 9,287,632 11,524,622

The Group has recorded its share of Zone advanced trading Company based on 30 June 2016 financial
information and recorded its share of the remaining associates based on 31 March 2016 financial information.

11 Investment properties

11.1 The movement for investment properties is as follows:

30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) (Audited) (Unaudited)
KD KD KD
Opening balance 12,469,049 11,751,167 11,751,167
Additions during the period/year 796,536 412,868 36,627
Disposals during the period/year (21,653) (25,202) -
Change in fair value (137,036) 366,239 112,664
Foreign currency translation adjustment arising on consolidation (222,759) (36,023) (11,030)
12,884,137 12,469,049 11,889,428

11.2 Investment properties with a carrying value of KID7,216,725 (31 December 2015: KID7,124,189 and 30
June 2015: KID6,761,211) of a local subsidiary are pledged against Islamic debt instruments of the same
subsidiary.

11.3 The above properties are located in GCC and other Middle Eastern countries.

11.4 The Group evaluates its investment properties by independent valuers semi-annually.
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12 Borrowings

30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) {Audited) (Unaudited)
KD KD KD
Islamic debt instruments - Murabaha payables 4,139,372 4,039,496 5,017,064
Total — due within one year 4,139,372 4,039,496 5,017,064

12.1 Investment properties of a local subsidiary are pledged against the Islamic Debt Instruments of
KI>4,139,372 (31 December 2015: K124,039,496 and 30 June 2015: KID5,017,064).

12.2 The effective cost rate of the Islamic debt instruments is 5% (31 December 2015: 5% and 30 June 2015:
5.5%).

13 Bonds issued

13.1 In 2014 the management of the Parent Company commenced negotiations with its bondholdets to
restructure its dues and during the 3« quarter of 2014, the management of the Parent Company has
submitted a proposal to the bondholders to settle 50% of the amounts due in cash and consequently
the bondholders to agree to waive 20% of their dues (including interest) and to swap their remaining
30% of the outstanding bonds into an equity stake in the Parent Company. The planned debt to
equity swap will result in bonds with a value of KID3,596,400 (30%) being converted into 35,964,000
new shares in the Parent Company’s share capital at par value of 100fds per share.

Consequent to the above proposal, during the 1%t quarter of 2015, the Group reached an agreement
with a bondholder (through a foreign subsidiary) to whom an amount of KID1,350,000 was due as of
31 December 2013 (2014: reached an agreement with bondholders to whom amounts totalling to
KI129,738,000 were due as of 31 December 2013) to settle 50% of the amounts due in cash and
consequently the bondholder has agreed to waive 20% of the dues and to swap the remaining 30% of
the outstanding bonds into an equity stake in the Parent Company.

Consequent to these agreements reached, the Group through its foreign subsidiary settled in cash
50% of the above mentioned dues amounting to KID675,000 during the 1st quarter of 2015
(KID4,869,000 during 2014) and the gain which resulted from the waiver of the principle and interest
due amounting to KID270,000 was recognised as income during the 1%t quarter of 2015 (IKD2,519,032
was recognised as income in 2014). Accordingly during the 2¢4 quarter of the year 2015, upon
completion of the debt to equity swap, the Parent Company issued 33,264,000 new shares to these
bondholders in settlement of the remaining balance due to them which amounted to KID3,326,400 as
at 31 December 2014 and 30 June 2015 (refer note 14).

Consequent to the above the foreign subsidiary of the Group has re-purchased approximately 92.5%
of the bonds issued as of 31 December 2013 and the Parent Company’s bonds issued balance has
decreased to KID900,000 at 30 June 2016.
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13 Bonds (continued)

13.2  On 30 November 2014, the bondholders (referred to in 13.1 above) agreed to extend the due date of
the bonds issued to 18 November 2016 and to reduce the interest on fixed interest bearing bonds to
1% fixed interest rate and floating bonds to bear floating interest rate at maximum 1% per annum
(previously fixed interest bearing bonds carry interest rate at 8.875% per annum and the floating
interest bearing bonds carry interest rate at 5.5% per annum over the Central Bank of Kuwait
discount rate). Interest is payable semi-annually in arrears. The bondholders owning the remaining
bonds with a carrying value of KID900,000 out of the Bonds issued balance as of 31 December 2013
(representing 7.5% of the bondholders) has filed a legal case against the Parent Company and further
one of the old bondholders (who previously owned bonds with a carrying value of KID900,000 out of
the bonds issued balance as of 31 December 2013, representing 7.5% of the bondholders as of that
date, and who has now become a shareholder due to the debt to equity swap) has also filed a legal
case against the Parent Company. However the Group’s management is confident that the legal cases
have no basis and is confident that the case will be decided in favour of the Parent Company.

14 Share capital

30 June 2016 31 Dec 2015 30 June 2015
Issued and Issued and Issued and
paid-up in paid-up in paid-up in
Authorised cash Authorised cash Authorised cash
Shares of 100 Fils each 669,543,510 669,543,510 669,543,510 669,543,510 669,543,510 669,543,510

14.1 Consequent to the debt to equity swap carried out during the year 2014/2015, during the 2™ quarter of
the year 2015, the Parent Company issued 141,262,260 new shares at par value of 100 fils each
amounting to KID14,126,226 to lenders and certain bondholders.

In accordance with International Financial Reporting Standards an amount of KID9,323,309
representing the difference between fair value of the equity issued (KID4,802,917) and carrying value of
the debt settled to lenders and bondholders (IKID14,126,226) was recognised in the consolidated
statement of profit or loss during the 27 quarter of 2015. However, in compliance with the local laws,
the new shares were issued at par value, and the difference between the par value and the fair value of
the new equity issued amounting to KID9,323,309 has been recorded in accumulated losses in the
consolidated statement of changes in equity during the same period. Consequently, this transaction had
no effect on the net equity attributable to the owners of the Parent Company as of 31 December 2015.

15 Related party transactions

Related parties represent associates, directors and key management personnel of the Group, and other related
parties such as major shareholders 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.

Significant transactions and balances with related parties included in the interim condensed consolidated
financial information are as follows:
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15 Related party transactions (continued)

30 June 31 Dec. 30 June
2016 2015 2015
{Unaudited) (Audited) (Unaudited)
KD KD KD
Balances in the interim condensed consolidated
statement of financial position:
Due from related parties (see note 8) 239,807 270,204 -
Due to related parties ** (included under accounts payable
and other liabilities) 4,699,008 4720474 4,055,134
Due to related parties (included within trade payables) 1,481,538 1,451,075 5,395,300
Purchase of non controlling interests in a subsidiary - 3,570,742 1,683,504

#*¥ Due to related patties includes interest free advances totalling KID4,161,625 (31 December 2015:
KID4,269,875 and 30 June 2015: KID4,262,375) from an associate (KI21,511,625) and another related party
(KID2,650,000) with no specific repayment terms.

Three months ended Six months ended

30 June 30 June 30 June 30 June
2016 2015 2016 2015
{Unaudited) (Unaudited) {Unaudited) (Unaudited)
KD KD KD KD
Transactions included in the interim
condensed consolidated statement of
profit or loss:
Management fees 18,401 - 36,219 18,434
Key management compensation
Short term benefits 264,910 59,546 331,934 139,686
Employee end of service indemnity 7,725 6,750 14,814 12,442

16 Segmental information

The Group’s activities are concentrated in six main segments: real estate, investment and finance. The
segments’ results are based on internal management reporting information that is reported to the higher
management of the Group.

The following is the segments information, which conforms with the internal reporting presented to
management.

Real estate Investments Financing Unallocated Total
KD KD KD KD KD

Six months ended 30 June

2016
Income 122,998 331,479 10,888 (26,865) 438,500
Expenses and other charges (329,750) (13,749,586) (20,185) {135,406) (14,234,927)
Loss for the period (206,752) (13,418,107) (9,297) (162,271) (13,796,427)
Total assets 15,262,968 23,710,042 - 524,688 39,497,698
Total liabilities 4,720,481 5,178,981 945,104 4,732,009 15,576,575
Six months ended 30 June

2015
Income 409,615 299,842 10,424,732 1,237,718 12,371,907
Expenses and other charges (48,535) (5657,002) (302,702) (971,424) (1,879,663)
(Loss)/profit for the period 361,080 (257,160) 10,122,030 266,294 10,492,244
Total assets 13,511,394 49,918,603 - 649,440 64,079,437
Total liabilities 5,595,744 5,470,346 944 310 5419675 17,430,075
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16 Segmental information (continued)
Real estate Investments Financing Unallocated Total
KD KD KD KD KD
Three months ended 30 June
2016
Income (3,962) 299,818 1,819 (68,684) 228,991
Expenses and other charges (164,434) (8,475,845) (9,767) (67,237) (8,717,283)
Loss for the period (168,396) (8,176,027) (7,948) (135,921) (8,488,292)
Three months ended 30 June
2016
Income 259,467 155,727 10,150,689 641,456 11,207,339
Expenses and other charges 16,103 (241,086) (112,910) (545,248) (883,139)
Profit/(loss) for the period 275,570 (85,359) 10,037,779 96,210 10,324,200

17 Financial Instruments

17.1 Categories of financial assets and liabilities
The carrying amounts of the Group’s financial assets and liabilities as stated in the consolidated statement of
financial position may also be categorized as follows:

30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) {Audited) (Unaudited)
KD KD KD
Receivables (at amortised cost):
« Cash and cash equivalents 4,617,974 5,301,713 7,846,574
+ Accounts receivable and other assets 5,804,518 18,423,438 25,720,732
¢ Investments in sukuk - - 846,098
10,422,492 23,725,151 34,413,404
Held to maturity investments (at amortised cost):
¢ Investment in bonds 100,000 - -
100,000 - -
Assets at fair value through profit or loss
* Investments at fair value through profit or loss
Designated on initial recognition 1,639,958 1,994,505 711,091
1,639,958 1,994,505 711,091
Available for sale investments (refer note 9)
e At fair value 3,874,416 5,624,588 5274717
s  Atcost/cost less impairment 1,209,383 336,652 103,282
5,083,799 5,961,240 5,377,999
17,146,249 31,680,896 40,502,494
Other financial liabilities:
e Accounts payable and other liabilities 10,109,622 10,264,198 11,164,719
e Borrowings 4,139,372 4,039,496 5,017,064
. Bonds 900,000 900,000 900,000
15,148,994 15,203,694 17,081,783
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17 Financial Instruments (continued)

Fair value represents the price that would be received to sell an asset or paid to transfer a liability in an
orderly transacton between market participants at the measurement date. In the opinion of the Parent
Company’s management, except for certain available for sale investments which are carried at cost less
impairment for reasons specified in note 9, the carrying amounts of financial assets and liabilities as at 30 June
2016 and 31 December 2015 approximate their fair values.

17.2  Fair value hierarchy for financial instruments measured at fair value

All assets and liabilities for which fair value is measured or disclosed in the financial statements are grouped
into three Levels of a fair value hierarchy. The six Levels are defined based on the observability of significant
inputs to the measurement, as follows:

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3: inputs for the asset or liability that are not based on observable market data (that is, unobservable

inputs).

The level within which the 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 interim consolidated
statement of financial position are grouped into the fair value hierarchy as follows:

Total
Level 1 Level 2 Level 3 Balance
Note KD KD KD KD
30 June 2016
Assets at fair value
Investments at fair value through
profit loss
- Quoted shares a 808,189 - - 808,189
- Mutual funds b - 138,620 - 138,620
- Unquoted shares (5 - - 693,149 693,149

Available for sale investments:
- Investment in unquoted shares

o Local G - - 2,261,353 2,261,353
o Foreign c - - 181,863 181,863
- Private equity funds d - - 299,348 299,348
- Direct equity funds d - - 199,525 199,525
- Portfolios managed by others
o Foreign guoted Real Estate 4
Investment Trust (REIT) a 418,639 - - 418,639
o Foreign quoted a 380,712 - - 380,712
o Local unquoted e - - 132,976 132,976

Total assets 1,607,540 138,620 3,768,214 5,614,374
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17 Financial instruments (continued)

17.2  Fair value hierarchy for financial instruments measured at fair value (continued)

Total
Level 1 Level 2 Level 3 Balance
Note KD KD KD KD

31 December 2015

Assets at fair value

Investments at fair value through

profit loss

- Quoted shares a 950,575 - - 950,575
- Mutual funds b - 151,843 - 151,843
- Unguoted shares (@ - - 892,087 892,087

Available for sale investments:
- Investment in unquoted shares

o Local c - - 2,327,465 2,327 465

o Foreign c - - 248,038 248,038

- Private equity funds d - - 444 550 444 550

- Direct equity funds d - - 714,152 714,152
- Portfolios managed by others
o Foreign quoted Real Estate

Investment Trust (REIT) a 748,296 - - 748,296

o Foreign quoted a 119,791 - - 119,791

o Local unquoted e Z e 152,328 152,328

o Foreign unguoted e - - 869,968 869,968

Total assets 1,818,662 151,843 5,648,588 7,619,093

During the six-month period ended 30 June 2016, there were no transfers between Level 1 and Level 2 fair
value measurements.

Measurement at fair value
The methods and valuation techniques used for the purpose of measuring fair value are as follows:

a) Quoted shares/quoted REIT

All quoted 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) Mutual funds
The undetlying investments of these funds comprise of quoted securities and the fair value of the investment
as of the reporting date is determined based on net asset values reported by the fund manager.

c) Unquoted shares

These represent holdings in local and foreign unlisted securities which are measured at fair value. Fair value is
estimated based on the net asset value reported in the latest available financial information, discounted cash
flow model or other valuation technique which includes some assumptions that are not supportable by
observable market prices or rates.
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17 Financial instruments (continued)

Measurement at fair value (continued)

d) Private and direct equity funds

The underlying investments in these private and direct equity funds mainly represent local and foreign quoted
and unquoted securities. Information for these investments is limited to periodic financial reports provided
by the investment managers. These investments are carried at net asset values reported by the investment
managers. Due to the nature of these investments, the net asset values reported by the investment managets
represent the best estimate of fair values available for these investments.

e) Portfolios managed by others
The underlying investments in managed portfolios represent quoted and unquoted securities. They are valued
based on latest fund managers’ reports.

Level 3 Fair value measurements

The Group’s measurement of financial assets and liabilities classified in level 3 uses valuation techniques
inputs that are not based on observable market date. The financial insttuments within this level can be
reconciled from beginning to ending balances as follows:

30 June 31 Dec. 30 June
2016 2015 2015
(Unaudited) (Audited) {Unaudited)
KD KD KD
Opening balance 5,648,588 4,644,283 4,644,283
Change in fair value (322,888) 1,443,545 1,169,458
Disposals during the period/year (160,689) (733,956) (482,482)
Additions during the periodfyear - 955,000 603,742
Movement between level 3 and carried at cost (1,050,0086) (103,282) (103,282)
Transferred to level 1 (due to listing) (314,483) - -
Impairment of level 3 investments (32,308) (5657,002) (557,002)
Closing balance 3,768,214 5,648,588 5,274,717
Total amount included in profit or loss for unrealised gain on
level 3 instruments under investments at fair value through
profit or loss (198,938) 392,087 -

Changing inputs to the level 3 valuations to reasonably possible alternative assumption would not change
significantly amounts recognised in profit or loss, total assets or total liabilities or total equity.

18 Assets under management

The Group manages mutual funds, portfolios on behalf of its major shareholders, other related parties and
outsiders, and maintains securities in fiduciary accounts which are not reflected in the Group's statement of
financial position. Assets under management at 30 June 2016 amounted to KID48,331,379 (31 December
2015: KID66,493,257 and 30 June 2015: KID65,291,618) of which assets managed on behalf of its related
parties amounted to KI210,000,000 (31 December 2015: KI310,000,000 and 30 June 2015: KID10,000,000).

19 Capital commitments

As of 30 June 2016, the Group has capital commitments with regard to its investment properties under
development amounting to KI3255,000 (31 December 2015: KI2520,000 and 30 June 2015: KD Nil).



