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Kuwait National Cinema Company K.P.S.C
State of Kuwait

Report on Review of Interim Condensed Consolidated Financial Information to the Board of Directors

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Kuwait National
Cinema Company - K.P.S.C "the Parent Company" and its subsidiaries "together referred to as the Group" as at
30 June 2018 and the related interim condensed consolidated statements of income, comprehensive income, changes
in equity and 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 No. (34) "Interim Financial Reporting". 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 International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

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 International
Accounting Standard No. (34) "Interim Financial Reporting".

Report on Other Legal and Regulatory Requirements

Furthermore, based on our review, the interim condensed consolidated financial information is in agreement with the
books of the Parent Company. We further report that, to the best of our knowledge and belief, we have not become
aware of any violations of the Companies Law No. 1 of 2016 and its executive regulation, as amended, or of the Parent
Company’s Memorandum and Articles of Association, as amended, during the six-month period ended 30 June 2018
that might have had-a material effect on the business of the Group or on its consolidated financial position.

Talal Yousef Al-Muzaini
Licence No. 209A
Deloitte & Touche - Al-Wazzan & Co.

Kuwait, 8 August 2018
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KUWAIT NATIONAL CINEMA COMPANY.

Interim Condensed Consolidated Statement of Financial Position as at 30 June 2018

{Unaudited)

(All amounts are in Kuwaiti Dinar)

ASSETS

Non-current assets
Property, plant and equipment
Investments property
Intangible assets

Investments in an associate
Financial Investments

Current assets

Inventories

Trade and other receivables

Cash on hand , at banks and investment portfolios

Total assets

Equity and liabilities
Equity

Share capital

Treasury shares
Statutory reserve
Voluntary reserve

Other reserves

Retained earnings
Equity attributable to Company’s shareholders
Non-controlling interests

Liabilities

Non-current liabilities
Post employment benefits
Current liabilities
Trade and other payables
Loans and bank facilities

Total liabilities
Total equity and liabilities

10

11

Note 30 June 2018

31 December

30 June 2017

2017
- (Audited)

12,295,845 9,330,088 9,915,547
7,077,887 7,077,887 7,020,417
1,432,919 1,084,709 844,843

36,709,990 37,488,774 36,001,368

13,916,729 18,149,580 22,199,131

71,433,370 73,131,038 75,981,306

532,707 742,842 389,707
2,008,451 2,133,679 2,407,126
32,498,778 33,656,363 23,492,550
35,039,936 36,532,884 26,289,383
106,473,306 109,663,922 102,270,689

10,106,250 10,106,250 10,106,250

(7,636,784) (6,504,855) (6,538,634)
5,065,834 5,065,834 5,053,125

12,475,047 12,475,047 11,414,197

15,198,715 18,016,480 19,420,878

35,533,821 34,378,713 31,312,544

70,742,883 73,537,469 70,768,360

33,107 32,558 32,212

70,775,990 73,570,027 70,800,572
1,731,497 1,619,794 1,546,732
8,865,472 9,469,689 8,778,434

25,100,347 25,004,412 21,144,951

33,965,819 34,474,101 29,923,385

35,697,316 36,093,895 31,470,117

106,473,306 _ 109,663,922 102,270,689 _

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

Abdul Wahab Marzouq Al-Marzouq
Chairman

Vice Chairman
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KuwaIT NATIONAL CINEMA COMPANY....

Interim Condensed Consolidated Statement of Income for the six months ended 30 June 2018
(Unaudited)

(All amounts are in Kuwaiti Dinar)

Note Three months ended Six months ended
30 June 30 June
2018 2017 2018 2017
Operating revenues 3,643,222 3,637,479 7,830,029 8,544,226
Operating costs (3,206,601)  (3,154,092) (6,418,666) (6,774,271)
Gross profit 436,621 483,387 1,411,363 1,769,955
Other operating income 1,924,463 1,889,405 3,948,760 3,913,399
Administrative and General expenses (468,308) (419,652)  (1,124,906) (1,200,855)
Other operating expenses (549,008) (507,482)  (1,183,491) (1,156,418)
Net profit of financial investments 246,188 583,328 653,942 1,430,286
Group’s share in an associate results 843,587 1,086,420 1,665,271 1,924,842
Finance charges (270,481) (210,105) (523,471) (414,582)
Net profit before deductions 2,163,062 2,905,301 4,847,468 6,266,627
Contribution to Kuwait Foundation for the
Advancement of Sciences (10,125) (17,936) (27,866) (42,180)
National Labor Support Tax (49,492) (68,934) (117,534) (154,344)
Zakat (10,436) (16,434) (28,915) (41,203)
Net profit for the period 2,093,009 2,801,997 4,673,153 6,028,900
Distributed as follows:
Parent Company’s shareholders 2,092,339 2,801,809 4,672,229 6,027,979
Non-controlling interest 670 188 924 921
2,093,009 2,801,997 4,673,153 6,028,900
Earnings per share (fils) 22.39 29.72 49.83 64.00

The accompanying notes form an integral part of this interim condensed consolidated financial information.
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KUWAIT NATIONAL CINEMA COMPANY. ..

Interim Condensed Consolidated Statement of Comprehensive Income for the six months ended 30 June 2018

(Unaudited)

(All amounts are in Kuwaiti Dinar)

Net profit for the period

Other comprehensive income items:

Items can not be re-classified later into
statement of income:

Net changes in fair value of financial investments at
fair value through OCI

Gains from sale of financial investment at fair value
through OCI

Group’s share in an associate’s reserves

Items can be re-classified later into statement of
income:

Transferred to statement of income from sale of
available for sale investments

Group’s share in an associate’s reserve
Foreign currency translation differences of a subsidiary

Net changes in fair value of available for sale
investments

Total other comprehensive income items

Total comprehensive income for the period
Distributed as follows:

Parent Company’s shareholders

Non-controlling interest

Three months ended

Six months ended

30 June 30 June
2018 2017 2018 2017
2,093,009 2,801,997 4,673,153 6,028,900
(165,852) - (795,594) -
- - 68,856 -
(532,116) (634,356) (624,106) (91,623)
(697,968) (634,356) (1,350,844) (91,623)
- (239,749) - (239,749)
28,840 - 9,929 (25,200)
206 2,428 (719) (7,291)
- (560,935) - 934,621
29,046 (798,256) 9,210 662,381
(668,922)  (1,432,612) (1,341,634) 570,758
1,424,087 1,369,385 3,331,519 6,599,658
1,423,417 1,369,197 3,330,595 6,598,737
670 188 924 921
1,424,087 1,369,385 3,331,519 6,599,658

The accompanying notes form an integral part of this interim condensed consoclidated financial information.
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Kuwait National Cinema Company K.P.S.C.
And its Subsidiaries
State of Kuwait
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KUWAIT NATIONAL CINEMA COMPANY....

Interim Condensed Consolidated Statement of Cash Flows for the six months ended 30 June 2018

(Unaudited)

(All amounts are in Kuwaiti Dinar)

Cash flows from operating activities
Net profit for the period

Adjustments:

Depreciation and amortization

Net gains from financial investment
Group's share in an associate’s results
Credit profit

Post employment benefits

Finance costs

Operating profit before changes in operating assets and liabilities
Inventories

Trade and other receivables

Trade and other payables

Cash generated from operating activities
Post employment benefits paid

Net cash generated from operating activities

Cash flows from investment activities

Paid for purchase of property, plant and equipment
Paid for purchase of intangible assets

Proceeds from sale of investments at FVTOCI
Dividends received

Net cash generated from investing activities

Cash flows from financing activities

Movement in loans and bank facilities

(Paid for purchase) / collected from selling treasury shares
Finance costs paid

Dividends paid

Net cash used in financing activities

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period (Note 8)

Note Six months ended
30 June
2018 2017
4,673,153 6,028,900
815,866 514,491
(653,942) (1,430,286)
(1,665,271) (1,924,842)
(164,219) -
158,565 125,387
523,471 414,582
3,687,623 3,728,232
210,135 (114,801)
533,241 (752,989)
(714,011) (606,669)
3,716,988 2,253,773
(46,862) (36,430)
3,670,126 2,217,343
(3,194,856) (704,635)
(933,866) -
3,506,106 769,955
2,610,444 2,853,547
1,987,828 2,918,867
95,935 1,262,002
(1,131,929) 241,654
(697,492) (396,093)
(5,071,924) (4,870,830)
_ (6,805,410) (3,763,267)
(1,147,456) 1,372,943
33,636,234 22,109,607
32,488,778 23,482,550

The accompanying notes form an integral part of this interim condensed consolidated financial information.
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State of Kuwait KUWAIT NATIONAL CINEMA COMPANY. .

Notes to the interim Condensed Consolidated Financial Statements for the six months ended 30 June 2018
(Unaudited)

(All amounts are in Kuwaiti Dinar unless otherwise stated)

1.

2.2

2.2.1

Company’s incorporations

Kuwait National Cinema Company K.P.S.C. “"The Company” is a Kuwaiti Public Shareholding Company registered
and incorporated in Kuwait on 5 October 1954 and is licensed to engage in all activities relating to the cinema
industry, entertainment, and cultural events.

The Company is listed on the Kuwait Stock Exchange.

The registered office of the Company is located at Al-Zahara area, 360 Mall, fourth floor, P.Q. Box 502 Safat,
13006 Safat, Kuwait.

These Consolidated financial information include the financial information of the Company and its following
subsidiaries “together referred to as the Group”:

Ownership Activity Incorporation
percentage country
(%)
Publishing and
International Film Distribution Company K.S.C.C. 99.25 film distribution Kuwait
Production and
Al-Kout Film Production and Distribution Company S.A.E. 100 film distribution Egypt

The interim condensed consolidated financial information for the six months ended 30 June 2018 was authorized
for issuance by the Board of Directors on 8 August 2018 The consolidated financial statements for the year
ended 31 December 2017 were approved by the general assembly for the shareholders on March 27, 2018.

Basis of presentation and significant accounting policies

Basis of presentation

This interim condensed consolidated financial information has been prepared in accordance with International
Accounting Standard No. (34), “Interim Financial Reporting”.

The interim condensed consolidated financial information does not include all information and disclosures
required for complete financial statements in accordance with International Financial Reporting Standards.

In the management’s opinion, all necessary adjustments, including recurring accruals have been included in
the interim condensed consolidated financial information for fair presentation. The operating results for the
period ended 30 June 2018 are not necessarily indicative of results that may be expected for the year ending
31 December 2018. For further information, it is possible to refer to the consolidated financial statements and
its related notes for the year ended 31 December 2017.

Significant accounting policies

The accounting policies used in preparing the interim condensed consolidated financial information similar to
those used in the preparation of consolidated financial statements for the year ended 31 December 2017 except
for the effect of application of new and revised International Financial Reporting Standards (IFRS) as the
follows:

Impact of application of IFRS 9 Financial Instruments

In the current year, the Group has applied IFRS 9 Financial Instruments (as revised in July 2014) and the
related consequential amendments to other IFRSs. IFRS 9 introduces new requirements for:

1) The classification and measurement of financial assets and financial liabilities,

2) Impairment for financial assets and

3) General hedge accounting.

The Group has applied IFRS 9 in accordance with the transition provisions set out in the standard starting on
1 January 2018.

In accordance with the transitional provision in IFRS 9, the Group chooses not to restate comparative
information for prior periods, and then applied IAS 39 for the comparative period.

The key changes to the Group’s accounting policies as well as impact on the Group’s financial information are
described below.



Kuwait National Cinema Company K.P.S.C.

And its Subsidiaries IR
State of Kuwait KUWAIT NATIONAL CINEMA COMPANY. .

Notes to the interim Condensed Consolidated Financial Statements for the six months ended 30 June 2018
(Unaudited)
(All amounts are in Kuwaiti Dinar unless otherwise stated)

2.2.1.1 Accounting policy

Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through consolidated statement of income) are added to or deducted from the
fair value of the financial assets or financial liabilities, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through consolidated
statement of income are recognised immediately in consolidated statement of income.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets.

Classification of financial assets

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

« The financial asset is held within a business model whose objective is to hold financial assets in order 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 on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at FVTOCI:
« The financial asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling the financial assets; and

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

By default, all other financial assets are subsequently measured at FVTPL.

Despite the aforegoing, the Group may make the following irrevocable election/designation at initial recognition

of a financial asset:

¢ The Group may irrevocably elect to present subsequent changes in fair value in other comprehensive income
if certain criteria are met;

» The Group may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as
measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

Amortised cost

Financial assets classified at amortized cost are subsequently measured at amortized cost using the effective
interest method adjusted for impairment losses, if any.

Interest income is recognized in the consolidated statement of income.

Equity instruments designated as at FVTOCI

On initial recognition, the Group may make an irrevocable election (on an instrument-by-instrument basis) to
designate investments in equity instruments as at FVTOCI. Designation at FVTOCI is not permitted if the equity
investment is held for trading or if it is contingent consideration recognised by an acquirer in a business
combination to which IFRS 3 applies.

Investments in equity instruments designated as at FVTOCI are initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognised in other comprehensive income and accumulated in the investments revaluation reserve.
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State of Kuwait KUWAIY NATIONAL CINEMA COMPANY.

Notes to the interim Condensed Consolidated Financial Statements for the six months ended 30 June 2018
(Unaudited)

(All amounts are in Kuwaiti Dinar unless otherwise stated)

The cumulative gain or loss will not be reclassified to consolidated statement of income on disposal of these
investments, instead, they will be transferred to retained earnings.

Dividends on these investments in equity instruments are recognised in consolidated statement of income when
the Group’s right to receive the dividends is established, unless the dividends clearly represent a recovery of
part of the cost of the investment.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured
at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value
gains or losses recognised in consolidated statement of income to the extent they are not part of a designated
hedging relationship.

The net gain or loss recognised in statement of income includes any dividend or interest earned on the financial
assets. Fair value is determined in the manners described in Note 3.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of each reporting period.

- For financial assets measured at amortised cost, exchange differences are recognised in consolidated
statement of income.

- For equity instruments measured at FVTOCI, exchange differences are recognised in other comprehensive
income in the investments revaluation reserve.

- For financial assets measured at FVTPL, exchange differences are recognised in consolidated statement of
income.

Impairment of financial assets

The Group recognises a loss allowance for expected credit losses on investments in debt instruments that are
measured at amortised cost or at FVTOCI, receivables, as well as on loan commitments and financial guarantee
contracts. No impairment loss is recognised for investments in equity instruments. The amount of expected
credit losses is updated at each financial reporting date to reflect changes in credit risk since initial recognition
of the respective financial instrument.

The Group always recognises lifetime ECL for trade receivables, amounts due from customers under
construction contracts and lease receivables. The expected credit losses on these financial assets are estimated
using a provision matrix based on the Group’s historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and an assessment of both the current as well as the
forecast direction of conditions at the reporting date, including time value of money where appropriate.

For all other financial instruments, the Group recognises lifetime ECL when there has been a significant increase
in credit risk since initial recognition. If, on the other hand, the credit risk on the financial instrument has not
increased significantly since initial recognition, the Group measures the loss allowance for that financial
instrument at an amount equal to 12 months ECL. The assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood of risk of a default occurring since initial recognition instead
of on evidence of a financial asset being credit-impaired at the reporting date or an actual default occurring.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument. In contrast, 12 months ECL represents the portion of lifetime ECL that
is expected to result from default events on a financial instrument that are possible within 12 months after the
reporting date.
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Notes to the interim Condensed Consolidated Financial Statements for the six months ended 30 June 2018
(Unaudited)

(All amounts are in Kuwaiti Dinar unless otherwise stated)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another party. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recognise the financial asset and
also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognised in consolidated statement of
income. In addition, on derecognition of an investment in a debt instrument classified as at FVTOCI, the
cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified to
consolidated statement of income. In contrast, on derecognition of an investment in equity instrument which
the Group has elected on initial recognition to measure at FVTOCI, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not reclassified to consolidated statement of income,
but is transferred to retained earnings.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by an entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by an entity are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the Group's own equity instruments is recognised and deducted directly in equity. No gain or
loss is recognised in consolidated statement of income on the purchase, sale, issue or cancellation of the
Group's own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at
FVTPL.

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 entity’s own credit risk relating to liabilities designated at FVTPL. Such
movements are presented in OCI with no subsequent reclassification to the statement of profit or loss.

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not:

1) Contingent consideration of an acquirer in a business combination,

2) Held-for trading, or

3) Designated as at FVTPL.

Are subsequently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or received that form an integral part of the

effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at the
end of each reporting period, the foreign exchange gains and losses are determined based on the amortised
cost of the instruments. These foreign exchange gains and losses are recognised in the ‘other gains and losses’
line item in consolidated statement of income for financial liabilities that are not part of a designated hedging
relationship.
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2.2.1.2

2.2.2

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable, is recognized in consolidated statement of income.

Disclosures in relation to the initial application of IFRS 9

The table below illustrates the classification and measurement of financial assets and financial liabilities under
IFRS 9 and IAS 39 at the date of initial application, 1 January 2018.

Original New Original New carrying Differences
measurement measurement carrying amount
category under category under amount under IFRS 9
IAS 39 IFRS9  under IAS 39
Investments in equity Available-for-sale FA at FVTOCI
instruments investments 18,149,580 18,149,580 -
Receivables and other Loans and FA at amortised
debit balances receivables cost 2,133,679 2,185,765 52,086
Cash and cash equivalents Loans and FA at amortised
receivables cost 33,656,363 33,646,234 (10,129)
Trade and other credit Financial liabilities Financial liabilities
balances at amortised cost at amortised cost (9,469,689) (9,470,145) 456
41,501
Group’s share from the effect on retained earnings of associate (Note 5) _ (18,862)

Adjustments resulted from adoption of IFRS 9 on Group’s retained earnings 22,639

Group's share from the effect on associate’s reserves (Note 5) ) 107,129
There were no financial assets or financial liabilities, which the Group had previously designated as at FVTPL
under IAS 39, and there were no financial assets or financial liabilities which the Group has elected to designate

as at FVTPL at the date of initial application of IFRS 9.

Impact of application of IFRS 15 Revenue form 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
Y

impact on this interim condensed consolidated financial information of the Group.
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3. Fair value estimation
The fair values of financial assets and financial liabilities are determined as follows:
e Level one: Quoted prices in active markets for identical assets or liabilities.

e Level two: Quoted prices in an active market for similar instruments. Quoted prices for identical assets
or liabilities in market that is not active. Inputs other than quoted prices that are observable
for assets and liabilities.

» Level three: valuation techniques that are not based on observable market data.
The table below gives information about how the fair values of the significant financial assets and liabilities are

determined:

Fair value as at Fair Valuation

30 June 31 December 30 June value technique(s) and
2018 2017 2017 hierarchy Key input(s)

Equity instruments
designated as FVTOCI
Quoted shares 12,338,050 - - Level 1 Last bid price
Unquoted shares 1,574,511 - - Level 3 Discounted cash flows
Investment funds 4,168 - - level 2 Net assets value
Available for sale investments:
Quoted shares - 16,570,901 20,113,350 Level 1l Last bid price
Investment funds - 4,168 © 4,272 Level 2 Net assets value

The fair value of other financial assets and financial liabilities approximately equal its book value as at the
financial information date.

4. Judgment and estimates

In the application of the Group's accounting policies management is required to make judgements, estimates and
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

Judgements:

In the process of applying the Group’s accounting policies, management has made the following judgements,
which have the most significant effect on the assets recognised in the financial information:

Classification of investments in equity instruments - IFRS 9 (Effective from 1 January 2018)

On acquisition of an investment, the Group decides whether it should be classified as "FVTPL" or "FVTOCI". The
Group follows the guidance of IFRS 9 on classifying its investments.

The Group has designated all investments in equity instruments as at FVTOCI as these investments are strategic
investments and are not held for trading.
Impairment

The Group has to assess whether credit risk on financial assets and other items has increased significantly
since initial recognition in order to determine whether 12 months ECL or lifetime ECL should be recognized.

11
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Sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year:

Valuation of financial instruments

The Group’s management determines the appropriate valuation techniques and input for fair value
measurement. In estimating the fair value of an asset or a liability the Group uses market observable data to
the extent it is available. Information about valuation techniques and input used in determining the fair value

5. Investment in an associate
This represents the Group’s investment in Tamdeen Shopping Centres K.S.C. (Closed) at 30%.
30 June 31 December 30 June
2018 2017 2017
(Audited)
Balance as at the beginning of the period/ year 37,488,774 35,993,349 35,993,349
Adjustments from adoption of IFRS 9 (Note 2.2.1.2)
Changes in fair value reserve through comprehensive
income 107,129 - -
Effective on retained earnings (18,862) - -
88,267 - -

Group’s share in an associate’s results 1,665,271 3,332,067 1,924,842
Group’s share from an associate’s reserve:
Changes in fair value reserves (624,106) 381 (91,623)
Group’s share from difference of foreign currency reserve 9,929 (37,023) (25,200)

(614,177) (36,642) (116,823)
Group’s share from changes in retained earnings 31,855 - -
Dividends (1,950,000) _ (1,800,000) (1,800,000)
Balance at the end of the period/ year 36,709,990 37,488,774 36,001,368

6. Financial Investments

of various assets and liabilities are disclosed in Note (3).

Impairment

The Group uses of forward-looking information and assumptions about the probability of default and expected

credit risk rates.

During the year, the Group reclassified its investments available for sale as investments at fair value through
statement of comprehensive income in accordance with the implementing IFRS 9.

Accordingly, the carrying value of its investments as 30 June 2018 is as follows:

Investments at fair value through statement of comprehensive income

30 June 31 December 30 June
2018 2017 2017
(Audited)
Quoted shares 12,338,050 - -
Unquoted shares 1,574,511 - -
Investment funds 4,168 - -
13,916,729 - -
Available for sale investments
30 June 31 December 30 June
2018 2017 2017
(Audited)
Quoted shares - 16,570,901 20,113,350
Unquoted shares - 1,574,511 2,081,509
Investment funds - 4,168 4,272
- - 18,149,580 22,199,131
Total 13,916,729 18,149,580 22,199,131

Fair value is determined based on valuation techniques disclosed in (Note 3).

12



Kuwait National Cinema Company K.P.S.C.
And its Subsidiaries
State of Kuwait

LTS XL (TIRS [T
KUWAIT NATIONAL CINEMA COMPANY.

Notes to the interim Condensed Consolidated Financial Statements for the six months ended 30 June 2018
(Unaudited)

(All amounts are in Kuwaiti Dinar unless otherwise stated)

7.

Trade and other receivables

Trade receivables

Due from related parties (Note 16)
Prepaid expenses

Refundable deposits

Staff receivables

Other receivabies

Provision of impairment and credit losses

The movement of provision for impairment and credit losses is as follows:

Balance as at the beginning of the period/ year

Effect of the adoption of IFRS 9 retroactively

(Reverse)/ provide provision of impairment and credit
losses

Balance as at the end of the period/ year

Cash on hand , at banks and investment portfolios

Cash on hand

Banks’ current accounts

Time deposit

Cash in investment portfolios

Total cash on hand , at banks and investment portfolios
Provisions and credit losses

Net cash on hand , at banks and investment portfolios
For the purpose of cash flows

Net cash on hand , at banks and investment portfolios
Less: deposits pledged at banks more than three months
Cash and cash equivalents for the purpose of cash flows

30 June 31 December 30 June
2018 2017 2017
(Audited)
617,656 664,812 504,102
55,707 493,031 558,423

348,265 210,911 303,031

774,538 774,038 775,513

494,242 434,480 399,085

175,856 233,305 370,000

2,466,264 2,810,577 2,910,154
(457,813) (676,898) (503,028)
2,008,451 2,133,679 2,407,126
30 June 31 December 30 June
2018 2017 2017
(Audited)
676,898 503,028 503,028
(52,086) - -
(166,999) 173,870 -
457,813 676,898 503,028
30 June 31 December 30 June
2018 2017 2017
(Audited)

141,289 144,245 257,817
12,527,235 14,388,792 12,675,637
12,626,955 12,583,475 7,649,904

7,214,300 6,539,851 2,909,192
32,509,779 33,656,363 23,492,550
(11,001) - -
32,498,778 33,656,363 23,492,550
32,498,778 33,656,363 23,492,550

(10,000) (10,000) (10,000)

32,488,778 33,646,363 23,482,550

Provisions of impairment losses include KD 10,129 represents provided value deducting from retained earnings
as at 1 January 2018, which resulted from the adoption of IFRS (9) retroactively.

Treasury shares

Number of treasury shares (share)
Percentage to issued shares (%)
Market value

30 June 31 December 30 June
2018 2017 2017
o (Audited)
7,863,568 6,765,123 6,803,241
7.78 6.69 6.73
7,863,568 8,524,055 7,891,759

The Parent Company should keep reserves and retained earnings equivalent to the treasury shares throughout
the period, in which they are held by the Parent Company, pursuant to the relevant instructions of the

regulatory authorities.
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10.

11.

12,

13.

Other reserves

Land Change in Foreign Treasury Total
revaluation fair value currency shares
reserve reserve translation reserve

reserve _
Balance at 1 January 2017 10,066,140 8,327,810 351,022 23,520 18,768,492
Other comprehensive income items
for the period - 603,249 (32,491) - 570,758
Sale of treasury shares - - - 81,628 81,628
Balance at 30 June 2017 10,066,140 8,931,059 318,531 105,148 19,420,878
Balance at 1 January 2018 10,066,140 7,519,568 303,679 127,093 18,016,480
Adjustments from adoption of IFRS 9 - 107,129 = = 107,129
Balance at 1 January 2018
(restated) 10,066,140 7,626,697 303,679 127,093 18,123,609
Fair value of financial investments at
fair value through OCI - (1,419,700) - - (1,419,700)
Foreign currency translation reserve = - 9,210 - 9,210
Other comprehensive income items
for the period - (1,419,700) 9,210 - (1,410,490)
Transferred to retained earnings
resulted from sale of investments - (1,514,404) - = (1,514,404)
Balance at 30 June 2018 10,066,140 4,692,593 312,889 127,093 15,198,715

Loans and bank facilities
30 June 31 December 30 June

2018 2017 2017
(Audited)
Short term loans 21,950,000 24,550,000 19,550,000
Banks - overdraft 3,150,347 454,412 1,594,951

25,100,347 25,004,412 21,144,951

Loans and bank facilities granted to the Group from local banks are pledged against promissory notes.
The effective interest rate on loans and bank facilities is 4.18% as at 30 June 2018 (3.99% as at 31 December 2017
and 4.16% - 30 June 2017).

Earnings per share

Basic and diluted earnings per share are computed by dividing profit during the period by the weighted average
number of ordinary shares outstanding during the period as follows:

Three months ended Six months ended
30 June 30 June
2018 - 2017 ) 2018 2017
Net profit for the Parent Company 2,092,339 2,801,809 4,672,229 6,027,979
Weighted average number of
outstanding shares (share) 93,468,088 94,246,134 93,756,343 94,183,285
Earnings per share (fils) 22.39 29.72 49.83 64.00

Both basic and diluted earnings per share are equal since the Parent Company does not have diluted outstanding
instruments.

Cash dividends

On 27 March 2018, the General Assembly of the Parent Company’s shareholders approved the consolidated
financial statements for the year ended 31 December 2017, also approved cash dividends of 55 fils per share
from the profits for the year 2017. Also approved Board of Directors remuneration for 2017.
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14. Segments information
The main objective of the Group is to engage in all activities relating to the cinema industry, entertainment,
and culture events. In addition, the Group invests its available excess funds through investment portfolios.
The following is the Group’s segment information which consists with the internal reporting presented to
management:
- Cinema division: which represents all activities related to cinema shows.
- Concession division: which represents all activities related to concessions supplemented to theaters.
- Investments division: which represents investments in shares and funds.

The following schedule presents the information about revenues, profit, and assets for each division:
Divisions activity as at 30 June 2018

Cinema Concession Investment Unallocated Total
division division division items
Net revenues 7,830,029 2,526,919 2,633,889 1,271,383 14,262,220
Costs (6,418,666) (1,012,510) (75,316) (2,082,575) (9,589,067)
Segment’s profit 1,411,363 1,514,409 2,558,573 (811,192) 4,673,153
Assets 11,473,556 176,576 61,887,439 32,935,735 106,473,306
Divisions activity as at 30 June 2017
Cinema Concession Investment Unallocated Total
division division division items
Net revenues 8,544,226 2,634,021 3,355,128 1,279,378 15,812,753
Costs (6,774,271) (1,156,418) - (1,853,164) (9,783,853)
Segment’s profit 1,769,955 1,477,603 3,355,128 (573,786) 6,028,900
Assets 15,602,058 325,313 63,231,742 23,111,576 102,270,689

15. Contingent liabilities

Letters of Guarantee were issued to third parties with an amount of KD 2,386,680 as at 30 June 2018
(KD 385,796 as at 31 December 2017, KD 346,306 as at 30 June 2017).

16. Related parties transactions
Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. Those transactions were conducted
in the ordinary course of business and with the usual terms and conditions. Transactions with related parties
are subject to the approval of the General Assembly of Shareholders. The following is the volume and nature
of those transactions during the period:

30 June 30 June
Related parties transactions 2018 2017
Key management compensation 148,027 142,301
Expenses (rents, consultancy and others) charged in statement of income 791,444 658,146
Other income 120,813 92,627
The balances resulting from those transactions are as follows:
30 June 31 December 30 June
2018 2017 2017
Balances resulting from those transactions: (Audited)
Due from related parties (Note 7) 55,707 493,031 558,423
Due to related parties 13,581 - 68,400
Cash at investment portfolios (Note 8) 7,214,300 6,539,851 2,909,192
Long-term key management compensation 263,941 179,489 169,595
Short-term key management compensation 59,827 20,531 31,369

A related party manages investment portfolios on behalf of the company. The book value of such portfolio is
amounted to KD 13,912,561 as at 30 June 2018 (KD 18,145,412 as at 31 December 2017, KD 22,194,859 as

at 30 June 2017).
All transactions are subject to the approval of the shareholders in the General Assembly meeting.
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