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INDEPENDENT AUDITORS’ REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF HUMANSOFT HOLDING COMPANY K.S.C.P.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Humansoft
Holding Company K.S.C.P. (“the Parent Company”) and subsidiaries (together referred to as “the Group”) as at
30 June 2018 and the related interim condensed consolidated statement of profit or loss, interim condensed consolidated
statement of profit or loss and other comprehensive income for the three-month and six-month periods then ended and
the related interim condensed consolidated statement of changes in equity and interim condensed consolidated statement
cash flows for the six-month period then ended. The Parent Company’s management is responsible for the preparation
and presentation of this interim condensed consolidated financial information in accordance with International
Accounting Standard 34, “Interim Financial Reporting” (“IAS 34”). Our responsibility is to express a conclusion on this
interim condensed consolidated financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity". A review of interim condensed consolidated
financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Internationai Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidated financial information is not prepared, in all material respects, in accordance with IAS 34.

Report on other Legal and Regulatory Requirements

Furthermore, based on our review, the accompanying interim condensed consolidated financial information is in
agreement with the accounting records of the Parent Company. We further report that to the best of our knowledge and
belief, we have netbecome,aware of any violations of the Companies Law No. 1 of 2016 and its executive regulations, as
amended, or-the\Parent-Company’s Memorandum of Incorporation and Articles of Association, during the six-month
period.efided 30.June:2018 that might have had a material effect on the business of the Group or on its financial position.

Bader A. Al-Wazzan Abdul Hussain M. Al- Rasheed
Licence No. 62A License No. 67A

Deloitte & Touche Rodl Middle East

Al-Wazzan & Co Burgan-International Accountants
17 July 2018

Kuwait
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HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

HUM\NSOFT
Interim Condensed Consolidated Statement of Financial Position as at 30 June 2018 {Unaudited)  tesine
(Audited)
30 June 31 December 30 June
2018 2017 2017
Notes KD KD KD
ASSETS
Current assets
Cash and bank balances 3 25,976,611 20,150,329 23,953,616
Trade and other receivables 4 10,792,789 20,090,693 9,398,727
Inventories 84,270 52,677 75,700
36,853,670 40,293,699 33,428,043
Non-current assets
Property and equipment 53,637,797 50,123,521 43,101,605
Intangible assets 7,344,673 7,364,365 7,330,671
Investment in associates 668,143 664,156 623,672
61,650,613 58,152,042 51,052,948
Total assets 98,504,283 98,445,741 84,480,991
LIABILITIES AND EQUITY
Current liabilities
Bank overdrafts 3 690,594 648,954 780,784
Short-term loan - - 2,000,000
Trade and other payables 951,946 1,070,410 1,155,968
Accruals and other liabilities 6,879,692 6,399,339 7,162,326
Deferred income 6 8,069,426 5,771,525 7,197,769
Retentions payable 1,544,918 1,677,864 1,422,918
Current portion of long-term debts 7 7,566,000 6,696,000 4,888,500
26,302,576 22,264,092 24,608,265
Non-current liabilities
Long-term debts 7 19,269,713 16,642,002 15,645,155
Provision for staff indemnity 2,978,656 2,670,668 2,300,588
22,248,369 19,312,670 17,945,743
Total liabilities 48,550,945 41,576,762 42,554,008
Equity
Share capital 12,223,680 12,223,680 12,223,680
Share premium 1,512,000 1,512,000 1,512,000
Statutory reserve 6,111,840 6,111,840 6,111,840
Voluntary reserve 6,111,840 6,111,840 6,111,840
Treasury shares 15 (288,877) (288,877) (288,877)
Treasury shares reserve 564,013 564,013 564,013
Retained earnings 23,622,056 30,542,681 15,611,313
Foreign currency translation reserve 96,786 91,802 81,174
Total equity 49,953,338 56,868,979 41,926,983
Total liabilities and equity 98,504,283 98,445,741 84,480,991

Mr. Tare an
Chairman

The accompanying notes form an integral part of this interim condensed consolidated financial information,



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Interim Condensed Consolidated Statement of Profit or Loss
— period from 1 January 2018 to 30 June 2018 (Unaudited)

HUM\NSOFT

H3LDIK®

Revenues
Cost of operations

Gross profit

General and administrative
expenses

Selling expenses

Finance charges

Share of (loss)/ profit of associates
Other income

Profit before contribution to
Kuwait Foundation for
Advancement of Sciences
{“KFAS”), National Labour
Support Tax (“NLST”), Zakat
and Directors’ remuneration

Contribution to KFAS
NLST

Zakat
Directors’ remuneration

Profit for the period

Basic and diluted earnings per
share (fils)

Notes

10

11

12

Three months ended Six months ended
30 June 30 June 30 June 30 June
2018 2017 2018 2017
KD KD KD KD
16,752,508 14,916,455 33,921,782 30,158,607
(3,948,196) (3,514,610) (8,027,102) (7,167,501)
12,804,312 11,401,845 25,894,680 22,991,106
(3,851,744) (3,149,873) (7.824,506) (6,527,554)
(1,463,514) (1,462,124) (2,123,272) (1,947, 489)
(429,437) (354,791) (759,388) (632,133)
(1,546) 6,847 1,160 13,676
35,350 96,009 117,889 127,878
7,093,421 6,537,913 15,306,063 14,025,484
(73,846) (67,202) {157,655) (146,511)
(180,404) (167,450) (391,793) (357,676)
(74,860) (68,368) (161,221) (148,814)
(200,000) (200,000) (200,000) (200,000)
6,564,311 6,034,893 14,395,394 13,172,483
54 50 118 108

The accompanying notes form an integral part of this interim condensed consolidated financial information.



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
— period from 1 January 2018 to 30 June 2018 (Unaudited)

HUMS\NSOFT

HOLDINS®

Three months ended Six months ended
30 June 30 June 30 June 30 June

2018 2017 2018 2017

KD KD KD KD
Profit for the period 6,564,311 6,034,893 14,395,394 13,172,483
Other comprehensive income
ftems that may be reclassified subsequently to
consolldated statement of profit or loss:
Foreign currency translation adjustments 17,009 (25,761) 4,984 (32,178)
Other comprehensive income /(loss) for the 17,009 (25,761) 4,984 (32,178)
period
Total comprehensive income for the period 6,581,320 6,009,132 14,400,378 13,140,305

The accompanying notes form an integral part of this interim condensed consolidated financial information.
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HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Interim Condensed Consolidated Statement of Cash Flows
- period from 1 January 2018 to 30 June 2018 (Unaudited)

HUMSNSOFT

KoLDING

OPERATING ACTIVITIES
Profit before contribution to KFAS, NLST, Zakat and Directors’
remuneration

Adjustments for:
Depreciation and amortisation
Provision for staff indemnity
Allowance for doubtful debts
Gain on disposal of property and equipment
Gain on disposal of investments available for sale
Finance charges
Share of profit of associates
Operating profit before working capital changes
Decrease in trade and other receivables
Increase in inventories
Decrease in trade and other payables
Increase in accruals and other liabilities
Increase in deferred income
(Decrease) / increase in retentions payable

Payment of staff indemnity

Payment of KFAS

Payment of NLST

Payment of Zakat

Payment of Directors’ remuneration

Net cash from operating activities

INVESTING ACTIVITIES

Purchase of property and equipment

Payments for intangible assets

Proceeds from disposal of property and equipment
Proceeds from disposal of investments available for sale
(Increase) / decrease in margin deposits

Net cash used in investing activities
FINANCING ACTIVITIES

Finance charges paid

Increase in long-term debts (net)

Dividend paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Effects of exchange rate changes on cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

Six months ended

30 June 30 June
2018 2017
KD KD
15,306,063 14,025,484
1,619,767 1,134,033
401,750 353,187
58,199 60,301
(267) (111
- (67,616)
759,888 632,133
(1,160) (13,676)
18,144,240 16,123,735
9,213,326 8,392,013
(31,593) (8,288)
(118,464) (263,511)
911,297 106,151
2,897,901 328,799
(132,946) 2,116,058
30,883,761 26,794,957
(94,299) (131,918)
(304,688) (262,002)
(758,988) (654,499
(310,449) {267,733)
(200,000} (200,000)
29,215,337 25,278,805
(5,107,517) (4,447,960)
(6,765) (30,279)
1,048 111
- 68,084
{10,934) 143,871
(5,124,168) (4,266,173)
(744,416) {605,066)
3,497,711 3,672,642
(21,072,472) ~ (19,266,879)
{18,319,177) (16,199,303)
5,771,992 4,813,329
1,716 (8,418)
19,456,996 18,325,222
25,230,704 23,130,133

The accompanying notes form an integral part of this interim condensed consolidated financial information.



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Notes to the Interim Condensed Consclidated Financial Information M@N
— period from 1 January to 30 June 2018 (Unaudited) ot aine
1. INCORPORATION AND PRINCIPAL ACTIVITIES

2.1.1

Humansoft Holding Company K.S.C.P. (“the Parent Company”) is a Kuwaiti shareholding company
incorporated on 14 September 1997. The Parent Company and its subsidiaries are together referred to as
“the Group”.

The principal activities of the Parent Company are as follows:

1. Owning shares of Kuwaiti shareholding or foreign companies, as well as owning shares or stocks
in Kuwaiti or foreign limited liability companies or participating in the establishment of these
companies, in their two types, and their management, lending and guarantee for others.

2. Lending to companies, in which it owns shares and guaranteeing them with third parties. In this
case, the Parent company's share in the capital of the borrowing company should not be less than
20%.

3. Owning industrial property rights such as patents, industrial trademarks, or industrial fees or any
other related rights and lease them to other companies to exploit them, whether inside or outside
Kuwait.

4. Owning movables and properties necessary to carry out its operations within parameters allowed
as per law.
5. Exploit surplus funds available with the Parent company through investing in portfolios managed
by specialized companies.
The Parent Company is listed on Boursa Kuwait and its registered office is P.O. Box 305, Dasman 15454,
State of Kuwait.

This interim condensed consolidated financial information for the six-month period ended 30 June 2018
was authorised for issue by the Board of Directors of the Parent Company on 17 July 2018.

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The interim condensed consolidated financial information of the Group has been prepared in accordance
with IAS 34, “Interim Financial Reporting”. Accordingly, it does not include all of the information and
footnotes required for complete consolidated financial statements prepared in accordance with International
Financial Reporting Standards,

The accounting policies used in the preparation of this interim condensed consolidated financial
information are consistent with those used in the preparation of the annual audited consolidated financial
statements of the Group for the year ended 31 December 2017 except for the adoption of IFRS 9: Financial
Instruments (“IFRS 9”) and IFRS 15: Revenue from Contracts with Customers (“IFRS 15”) from 1 January
2018. The change in the accounting policies arising from the adoption of these standards are explained
below.

Other amendments to IFRSs which are effective for annual accounting period starting from 1 January 2018
did not have any material impact on the accounting policies, financial position or performance of the
Group.

In the opinion of management, all adjustments (consisting of normal recurring accruals) considered
necessary for fair presentation have been included. Operating results for the interim period are not
necessarily indicative of the results that may be expected for the year ending 31 December 2018. For
further information, refer to the annual audited consolidated financial statements and notes thereto for the
year ended 31 December 2017.

This interim condensed consolidated financial information is presented in Kuwaiti Dinars (“KID”) which is
the functional and presentation currency of the Parent Company.

Adoption of IFRS 9: Financial Instruments

The Group has adopted IFRS 9 issued in July 2014 with a date of initial application of 1 January 2018. The
requirements of IFRS 9 represent a significant change from IAS 39 Financial Instruments: Recognition and
Measurement. The new standard brings fundamental changes to the accounting for financial assets and to
certain aspects of the accounting for financial liabilities.



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Notes to the Interim Condensed Consolidated Financial information HWI;\\N
— period from 1 January to 30 June 2018 (Unaudited) WotLptng

The key changes to the Group’s accounting policies resulting from the adoption of IFRS 9 are summariesd
below:

Classification and measurement of financial assets and financial liabilities

The Group determines classification and measurement category of financial assets, except equity instruments
and derivatives, based on a combination of the entity’s business model for managing the assets and the
instruments’ contractual cash flow characteristics.

Business model assessment & Solely Payments of Principal and Interest test (“SPPI test”)

Business model assessment

The Group determines its business model at the level that best reflects how it manages groups of financial
assets to achieve its business objective. The Group’s business model is not assessed on an instrument-by-
instrument basis, but at a higher level of aggregated portfolios and is based on observable factors such as:

e How the performance of the business model and the financial assets held within that business model are
evaluated and reported to the Group's key management personnel;

e  The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed;

e 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. The
business model assessment is based on reasonably expected scenarios without taking ‘worst case' or 'stress
case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different from
the Group's original expectations, the Group does not change the classification of the remaining financial assets
held in that business model, but incorporates such information when assessing newly originated or newly
purchased financial assets going forward.

The SPPI test

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows
and sell, the Group assesses whether the financial instruments’ cash flows met the SPPI test.

‘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
amortisation of the premium/discount).

The most significant elements of interest within a basic lending arrangement are typicaily the consideration for
the time value of money, credit risk, other basic lending risks and a profit margin. To make the SPPI
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 interest rate is set.

Financial assets
The Group classifies financial assets upon initial recognition of IFRS 9 into following categories
e Amortised cost (AC)

¢ Fair value through other comprehensive income (FVOCI)
o Fair Value Through Profit and Loss (FVTPL)

All financial assets are initially measured at fair value. Transaction costs are added to the cost of all financial
instruments except for financial assets classified as at fair value through profit or loss. Transaction costs on
financial assets classified as at fair value through profit or loss are recognised in the consolidated statement of
profit or loss.



HUMANSOFT HOLDING COMPANY K.5.C.P. AND SUBSIDIARIES

Notes to the Interim Condensed Consolidated Financial Information MN
. . . []
— period from ! January to 30 June 2018 (Unaudited) KototNe
Amortised cost (AC)
The Group classifies financial assets at AC if it meets both of the following conditions and is not designated as
at FVTPL:

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

& The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal amount outstanding,

Financial assets classified at AC are subsequently measured at amortised cost using the effective interest
method adjusted for impairment losses, if any. Interest income, foreign exchange gains/losses and impairment
are recognised in the consolidated statement of profit or loss. Any gain or loss on derecognition is recognised
in the consolidated statement of profit or loss.

Fair value through other comprehensive income (FVOCI)
Debt instruments at FVOCI
The Group classifies debt instruments at FVOCI if it meets both of the following conditions:-

» The instrument is held within a business model, the objective of which is achieved by both collecting
contractual cash flows and selling financial assets

* The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding.

Debt instrument classified as FVOCI are subsequently measured at fair value with gains and losses arising due
to changes in fair value recognised in OCI. Interest income and foreign exchange gains and losses arc
recognised in consolidated statement of profit or loss. On derecognition, cumulative gains or losses previously
recognised in OCI are reclassified from OCI to consolidated statement of profit or loss.

Equity instruments at FVOCI

Upon initial recognition, the Group may elect to classify irrevocably some of its equity investments as at
FVOCI if they meet the definition of Equity under IAS 32 Financial Instruments: Presentation and are not held
for trading. Such classification is determined on an instrument-by- instrument basis.

Equity instruments at FVOCI are subsequently measured at fair value. Changes in fair values including foreign
exchange gains and losses are recognised in OCI. Dividends are recognised in consolidated 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. On derecognition, cumulative gains or
losses will be reclassified from fair value reserve to retained earnings in the consolidated statement of changes
in equity.

Fair Value Through Profit and Loss (FVTPL)

Financial assets whose business model is to acquire and sell, or whose contractual terms do not give rise on
specified dates to cash flows that are solely payments of principal and interest (SPPI) on the principal amount
outstanding, are classified as FVTPL.

In addition to the above, 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 classified as FVTPL are subsequently measured at fair value with gains and losses arising due
to changes in fair value recognised in the consolidated statement of profit or loss. Interest income and
dividends are recognised in the consolidated statement of profit or loss according to the terms of the contract,
or when the right to payment has been established.



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Notes to the interim Condensed Consolidated Financial Information W@N
—period from 1 January to 30 June 2018 (Unaudited) KoLpiwe

Financial liabilities

The accounting for financial liabilities remains largely the same as it was under IAS 39, except for the
treatment of gains or losses arising from an Group’s own credit risk relating to liabilities designated at FVTPL.
Such movements are presented in OCI with no subsequent reclassification to the consolidated statement of
profit or loss,

Under IFRS 9, embedded derivatives are no longer separated from a host financial asset. Instead, financial
assets are classified based on the business model and their contractual terms. The accounting for derivatives
embedded in financial liabilities and in non-financial host contracts has not changed.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘Expected Credit Loss’ (ECL) model.
Accordingly, the Group applies the new impairment model for its financial assets. The Group incorporates
forward-looking information into both its assessment of whether the credit risk of an instrument has increased
significantly since its initial recognition and its measurement of ECL. Incorporating forward-looking
information increases the degree of judgement required as to how changes in these macro-economic factors
will affect ECLs. The methodologies and assumptions including any forecasts of future economic conditions
are reviewed regularly.

IFRS 9 introduces three-stage approach to measuring ECL. Assets migrate through the following three stages
based on the change in credit quality since initial recognition.

Stage 1: 12 months ECL

For exposures where there has not been a significant increase in credit risk since initial recognition, the portion
of the lifetime ECL associated with the probability of default events occurring within next 12 months is
recognised.

Stage 2: Lifetime ECL - not credit impaired

For credit exposures where there has been a significant increase in credit risk since initial recognition but that
are not credit impaired, a lifetime ECL is recognised.

Stage 3: Lifetime ECL — credit impaired

Financial assets are assessed as credit impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that asset have occurred.

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 allowed under the contract
including amortisation. The EAD of a financial asset is its gross carrying amount. The LGD tepresents
expected loss conditional on default, its expected value when realised and the time value of money.

The Group expects to apply the simplified approach to recognise lifetime expected credit losses for its trade
receivables as permitted by IFRS 9. Accordingly, trade receivables which are not credit impaired and which do
not have significant financing component is categorised under stage 2 and lifetime ECL is recognised.

Objective evidence that debt instrument is impaired includes whether any payment of principal or profit is
overdue by more than 90 days or there are any known difficulties in the cash flows including the sustainability
of the counterparty’s business plan, credit rating downgrades, breach of original terms of the contract, its
ability to improve performance once a financial difficulty has arisen, deterioration in the value of collateral etc.
The Group assesses whether objective evidence of impairment exists on an individual basis for each
individually significant asset and collectively for others not deemed individually significant.

Loss allowances for ECL are presented as a deduction from the gross carrying amount of the financial assets
for AC.

10



HUMANSOFT HOLDING COMPANY K.S.C.P. AND SUBSIDIARIES

Notes to the Interim Condensed Consolidated Financial Information HUM/D\NSOFT
— period from 1 January to 30 June 2018 (Unaudited) ®oLEtNG
Hedge Accounitng

The general hedge accounting requirements of IFRS 9 retain the three types of hedge accounting mechanisms
in JAS 39. However, greater flexibility has been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that qualify as hedging instruments and the types
of risk components of non-financial items that are eligible for hedge accounting. In addition, the
effectiveness test has been overhauled and replaced with the principle of an ‘economic relationship’.
Retrospective assessment of hedge effectiveness is no longer required.

Transition

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively,

except as described below:

a} Comparative periods have not been restated. Differences in the carrying amounts of financial assets and
financial liabilities resulting from the adoption of IFRS 9 are recognised in retained earnings and
reserves as at 1 January 2018. Accordingly, the information presented for 2017 does not reflect the
requirements of IFRS ¢ and therefore is not comparable to the information presented for 2017 under
IFRS 9.

b) The following assessments have been made on the basis of the facts and circumstances that existed at the
date of initial application.

 The determination of the business model within which a financial asset is held;

¢ The designation and revocation of previous designations of certain financial assets and financial
liabilities as measured at FVTPL;

» The designation of certain investments in equity instruments not held for trading as at FVOCI.

¢ If a debt security had low credit risk at the date of initial application of IFRS 9, then the Group has
assumed that credit risk on the asset had not increased significantly since its initial recognition.

2.1.2  Adoption of IFRS 15: Revenue from Contract from Customers

IFRS 15 was issued in May 2014 and is effective for annual periods commencing on or after 1 January
2018. IFRS 15 outlines a single comprehensive model of accounting for revenue arising from contracts with
customers and supersedes current revenue guidance, which is found currently across several Standards and
Interpretations within IFRS. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services to a
customer. It established a new five-step model that will apply to revenue arising from contracts with
customers as follows:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

The Group adopted IFRS 15 ‘Revenue from Contracts with Customers’ resulting in no change in the

revenue recognition policy of the Group in relation to its contracts with customers. Further, adoption of
IFRS 15 had no impact on this interim condensed consolidated financial information of the Group.

2.2 Judgments and estimates

The preparation of interim condensed consolidated financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing this interim condensed consolidated financial information, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were
the same as those applied to the annual audited consolidated financial statements as at and for the year ended
31 December 2017,
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Notes to the Interim Condensed Consolidated Financial Information
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3. CASH AND BANK BALANCES

(Audited)
30 June 31 December 30 June

2018 2017 2017

KD KD KD
Cash and bank balances 25,976,611 20,150,329 23,953,616
Less; Bank overdrafts (690,594) (648,954) (780,784)
Less: Margin deposits with banks whose original
maturity period exceeds three months from the date
of acquisition, included above (55,313) (44,379 (42,699)
Cash and cash equivalents in the statement of cash
flows 25,230,704 19,456,996 23,130,133

Overdraft facilities from local banks are denominated in KD and as at 30 June 2018 bear interest ranging from
2% - 2.5% (31 December 2017: 2% - 2.5% and 30 June 2017: 2% - 2.5%) per anhum over the Central Bank of
Kuwait discount rate.

As at 30 June 2018, the undrawn bank overdraft facilities amounted to KD 2,059,406 (31 December 2017: KD
2,101,046 and 30 June 2017: KD 1,969,216).

Deposits with banks are held as margin money deposits against letter of guarantees facilities from local

commercial banks.

4. TRADE AND OTHER RECEIVABLES

(Audited)
30 June 31 December 30 June
2018 2017 2017
KD KD KD
Trade receivables 9,823,023 19,079,111 8,044,989
Less: Allowance for doubtful debts {(604,702) (519,869) (489,287)
9,218,321 18,559,242 7,555,702
Prepaid expenses 1,036,342 874,157 931,225
Advance to suppliers 394,127 499,409 668,948
Staff receivables 58,779 61,443 151,127
Refundable deposits 85,220 06,442 91,725
10,792,789 20,090,693 9,398,727

On adoption of IFRS 9 at 1 January 2018, the Group estimated its ECL under IFRS 9 and recognised
additional impairment of KD 26,507 on its trade receivables. The charge for this amount is adjusted in the
opening retained earnings.

RELATED PARTY TRANSACTIONS

Related parties comprise of major shareholders and executive officers of the Group, their families and
companies of which they are the principal owners. The Group enters into transactions with related parties,
Pricing policies and terms are approved by the Group’s management.

The related party transactions and balances included in this interim condensed consolidated financial
information are as follows:

Three months ended Six months ended
30 June 30 June 30 June 30 June
2018 2017 2018 2017
KD KD KD KD
Compensation of key management
personnel
Short-term benefits 135,981 147,365 264,869 297,601
Post-employment benefits 8,950 7,097 17,810 15,364
144,931 154,462 282,679 312,965
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6. DEFERRED INCOME

This represents fees received/billed in advance to be recognized as revenue as and when the service is rendered.

7. LONG-TERM DEBTS

(Audited)
30 June 31 December 30 June
2018 2017 2017
KD KD KD
Current portion 7,566,000 6,696,000 4,888,500
Non-current portion 19,269,713 16,642,002 15,645,155
26,835,713 23,338,002 20,533,655

These debts are secured by mortgage of land with a carrying value of KD 5,297,030 (31 December 2017: KD
5,297,030 and 30 June 2017: KD 5,297,030) and included in property and equipment. These debts bear interest
ranging from 2.5% - 3.5% per annum over the CBK discount rate.

As at the interim condensed consolidated statement of financial position date, the undrawn long-term debts
amounted to KD 6,399,787 (31 December 2017: KD 12,810,498 and 30 June 2017: KD 5,590,345).

8. COST OF OPERATIONS

Three months ended Six months ended
30 June 30 June 30 June 30 June

2018 2017 2018 2017

KD KD KD KD
Staff salaries and related costs 3,831,606 3,368,804 7,785,172 6,853,174
Facilities costs 58,224 92,823 132,120 190,901
Material costs 57,078 49,445 106,693 116,639
Others 1,288 3,538 3,117 6,787
3,948,196 3,514,610 8,027,102 7,167,501

9, GENERAL AND ADMINISTRATIVE EXPENSES

Three months ended Six months ended
30 June 30 June 30 June 30 June
2018 2017 2018 2017
KD KD KD KD
Staff salaries and related costs 1,499,962 1,215,225 3,036,095 2,366,647
Facilities costs 541,614 755,735 1,104,281 1,350,751
Depreciation and amortisation 856,460 577,589 1,619,767 1,134,033
Other administrative expenses 953,708 601,324 2,064,363 1,676,123
3,851,744 3,149,873 7,824,506 6,527,554
10. SELLING EXPENSES
Three months ended Six months ended
30 June 30 June 30 June 30 June
2018 2017 2018 2017
KD KD KD KD
Staff salaries and related costs 82,004 81,538 159,774 169,751
Advertising and sales promotion 1,335,832 1,270,571 1,783,761 1,616,562
(Recovery) / allowance for doubtful
debts (18,314) 62,981 58,197 60,301
Others 63,992 47,034 121,540 100,875
1,463,514 1,462,124 2,123,272 1,947,489
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11. CONTRIBUTION TO KFAS

12.

13.

This represents contribution to the Kuwait Foundation for Advancement of Science (“KFAS”) computed at 1% of
profit for the period afier transfer to statutory reserve. Provision for contribution to KFAS is comprised of the
following:

Three months ended Six months ended
30 June 30 June 30 June 30 June
2018 2017 2018 2017
KD KD KD KD
Al Arabia Education Enterprises
Company K.5.C. (Closed) 73,846 67,202 157,655 146,511

BASIC AND DILUTED EARNINGS PER SHARE
Basic and diluted earnings per share is calculated as foliows:

Three months ended Six months ended
30 June 30 June 30 June 30 June

2018 2017 2018 2017

KD KD KD KD
Profit for the period 6,564,311 6,034,893 14,395,394 13,172,483
Number of shares outstanding: Shares
Weighted average number of
paid up shares 122,236,800 122,236,800 122,236,800 122,236,800
Less: Weighted average number
of treasury shares outstanding (582,448) (582,448) (582,448) (582,448)
Weighted average number of
outstanding shares 121,654,352 121,654,352 121,654,352 121,654,352
Basic and diluted earnings
per share (fils) 54 50 118 108
SEGMENT INFORMATION

Primary segment information — business segments:

The Group is organised into functional divisions in order to manage its various lines of business. All of the segment
revenue reported below is from external customers. For the purpose of segment reporting, the Parent Company’s
management segregates the Group’s activities into the following business segments:

a) Training and Career Development Programs
b) English Training

c) Learning Solutions

d) Higher Education

Segment results include revenues and expenses directly attributable to a segment. There are no significant inter-
segment transactions.
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Segment information by business segments is as follows:

Training
and career
development English Learning Higher

programs training solutions education Others _ Total
6 months ended KD KD KD KD KD KD
30 June 2018
Segment revenues 566,715 399,258 296,506 32,659,303 - 33,921,782
Segment expenses (601,499) (377,546) (288,079 (15,047,922) (950,736) (17,265,782)
Depreciation and
amortisation (8,484) (9,261) (22,930) (1,573,660) (5,432) (1,619,767)
Finance charges - - - (671,551) (88,337) (759,888)
Share of profit of
associates - - - - 1,160 1,160
Other income 14,106 4,571 - 90,295 8,917 117,889
Profit / (loss) for
the period (25,162) 17,022 (14.503) 15,456,465 {1,034,428) 14,395,394
Assets
Segment total
assets 747,931 394,753 627,227 88,083,252 8,651,120 98,504,283
Liabilities
Segment total
liabilities 479,069 303,315 277,539 45,343,294 2,147,728 48,550,945

Training

and career

development English Learning Higher

programs training solutions education Others Total
6 months ended KD KD KD KD KD KD
30 June 2017
Segment revenues 529,372 349,489 446,942 28,832,804 30,158,607
Segment expenses (614,734) (366,061) (373,250) (13,014,352) (993,115) (15,361,512)
Depreciation and
amortisation (10,751) (10,462) (20,324) (1,086,722) (5,774) (1,134,033)
Finance charges - - - (470,982) (161,151) (632,133)
Share of profit of
associates - - - - 13,676 13,676
Other income 2,243 3,793 828 53,096 67,918 127,878
Profit / (loss) for
the period (93,870) (23,241} 54,196 14,313,844 ~(1,078,446) 13,172,483
Assets
Segment total
assets 686,171 351,423 550,918 74,750,019 8,142,460 84,480,991
Liabilities
Segment total
liabilities 505,367 286,912 298,374 39,490,598 1,972,757 42,554,008
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14.

15.

16.

17.

COMMITMENTS AND CONTINGENT LIABILITIES

(Audited)
30 June 31 December 30 June

2018 2017 2017
Commitments KD KD
Capital commitments for construction 2,390,843 5,213,714 4,074,079
Capital commitments for software upgradation 16,321 16,321 16,321
Operating lease commitments for total of 261,190 Sq. meter
of land leased by American University of the Middle East
and American College of the Middle East from Kuwait
Government 1,525,136 1,681,812 1,681,812
Minimum operating lease commitments under the operating lease are as follows:
Not later than one year 156,676 156,676 156,676
Later than one year but not later than five years 626,704 626,704 626,704
Later than five years 741,756 898,432 898,432

1,525,136 1,681,812 1,681,812
Contingent liabilities
Letters of guarantee 1,514,071 1,508,276 1,505,097
TREASURY SHARES

(Audited)
30 June 31 December 30 June

2018 2017 2017
Number of shares 582,448 582,448 582,448
Percentage of issued shares 0.48% 0.48% 0.48%
Market value (KD) 2,039,733 2,177,773 2,446,282

An amount equivalent to the cost of purchase of the treasury shares have been earmarked as non-distributable
from statutory reserve, share premium, treasury shares reserve and retained earnings throughout the holding

period of treasury shares.

DIVIDEND DISTRIBUTION

The Shareholders’ annual general assembly held on 23 April 2018 approved the audited consolidated financial
statements of the Group for the year ended 31 December 2017 and the payment of cash dividend of 175 fils per
share (31 December 2016: 160 fils per share). The cash dividend was subsequently paid after obtaining the

necessary regulatory approvals.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current period’s presentation with no effect

on the previously reported profits or equity.
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