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Independent auditor’s report

To the shareholders of
IFA Hotels and Resorts — KPSC

Kuwart
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of IFA Hotels and Resortts - Kuwait Public Shareholding
Company (the “Parent Company”) and Subsidiaries, (collectively the “Group™), which comptise the
consolidated statement of financial position as at 31 December 2022, and the consolidated statement of profit
or loss, consolidated statement of profit or loss and other comptehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial positon of the Group as at 31 December 2022, and its consolidated financial
performance and its consolidated cash flows for the yeat then ended in accordance with International Financial
Reporting Standards (IFRSs),

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statemenrts section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code), and we have fulfilled our ethical responsibilities in accordance with the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 4.1.2 to the consolidated financial statements which indicates that as of 31
December 2022, the Group’s cutrent liabilites exceeded its current assets by KID51,130,871. This condition
indicates that a material uncertainty exists that may cast significant doubt 2bout the Group’s ability to continue
as a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in-forming our opinion thereon, and we do
not provide a separate opinion on these matters. We have determined the matters described below as the key
audit matters.

Revenue recognition

The Group recognizes revenuc from its projects under development in accordance with TFRS 15 “Revenue
from contracts with cuslomers” based on the percentage of completion method. The revenue recognized
duting the year ended 31 December 2022 from propettics under development amounted to KIDD11,951,545 and
requires significant judgments and assumptions such as determining the percentage of completion at a pointin
time and assessing how control passes to the buyer, due to which it is significant to our audit. Accordingly, we
considered this as a key audit matter.

Our audit procedures included, among others, using the report of an independent valuation expert to verify the
percentage of completion of each development project as at the reporting date, and assessing the methods and
assumptions used by the expett. Further, we assessed the adequacy and appropriateness of the disclosures in
relation to the accounting policies adopted and the critical judgments and assumptions made by management.
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Independent Auditor’s Report to the Shareholders of IFA Hotels and Resorts - KPSC
(continued)

Impairment assessment of properties classified as property plant and equipment, properties under
development and trading properties and valuation of investment properties

The Group’s real estate assets are significant to the Group’s consolidated financial statements and are classified
as follows:

- Land and buildings classified as property, plant and equipment {note 13) are stated at cost less
depreciation and impairment losses, and azmounts to KID83,796,610 at 31 December 2022
Management assesses any impairment losses by determining the fair value of these assets.

- Properties under development and trading properties are stated at lower of cost and net realizable value
(INRV) and amounts to KID366,322 and KID7,224,982, respectively. Management assesses the NRV by
determining the fair value of these assets.

- Investment properties are stated at fair value and amounts to KI133,992,025.

The fair value of the properties is determined using appraisals obtained from external independent appraisers
to support the fair value of the properties. The valuation of thesc propertics is highly dependent on estimates
and assumptions that requires significant judgments and assumptions, as it is dependent on a range of estimates
made by management as well as the external appraisers and is vulnerable to subjectivity since cstablishing the
reliability of sources used is critical. Given the significant amounts of these assets, we considered this as a key
audit matter.

Our audit procedures included, among others, appropriateness of the models and inputs used by the external
appraisers, testing the inputs and assumptions made by management and related data suppotting the external
appraisals. We also considered the objectivity, independence and expertise of the external appraisers. We also
assessed the adequacy of the disclosures in relation to the critical judgments and assumptions.

Impairment of investment in associates and joint venture

The Group’s investment in associates represents a significant part of the Group’s total assets and are accounted
for under the equity method of accounting and are considered for impairment in case of indication of
impairment (refer notes 4.4 and 5.2.5). Under the equity method of accounting for associates, these investments
are initially stated at cost, and are adjusted thereafter for the post-acquisition change in the share of the net
assets of the associates less any impairment. Market valuc of some investment in associates has been below
their respective carrying amounts for a sustained period, and therefore their current carrying amount continues
to rely on the Group’s significant judgement in determining their recoverable amount based on their value-in-
use which is subject to estimation uncertainty and sensitvity. Therefore, we consider this a key audit matter.

Our audit procedures included, among others, evaluating management’s consideration of the impairment
indicators, the assessment of the Group’s methodology and calculation of value-in-use. For associates where
there were impairment indicators, we evaluated the reasonableness of estimates against most recent fnancial
performance and considered the appropriateness of key inputs such as long-term growth rates used and the
discount rate. Additionally, we considered whether the Group’s disclosures of the application of judgement in
estimating the recoverable amount and the sensitivity of the results of those estimates adequatcly reflect the
risks associated with impairment of investment in associates. Refer Notes 16 to the consolidated financial
statements for more information on Investment in associates.

Other information included in the Group’s 2022 annual report

Management is responsible for the other information. Other information consists of the information inchuded
in the Group’s 2022 Annual Report, other than the consolidated financial statements and our auditor’s report
thereon. We obuined the report of the Parent Company’s Board of Directors, prior to the date of our audiror’s

report and we expect to obtain the remaining sections of the Group’s Annual Report after the date of our
auditor’s report.

Our opinion on the consclidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.
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Independent Auditor’s Repott to the Shareholders of IFA Hotels and Resorts - KPSC
{continued)

Other information incltuded in the Group’s 2022 annual report (continued)

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identfied 2bove and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, 'based on the work we have performed on the other information that we have obtained
prior to the date of this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial staternents that are free from material misstatement, whether due to fraud
Or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the poing
concern basis of accountng unless management either intends to liquidate the Group or 1o cease operations,
ot has no realistic alternative but to do so.

Those charged with governance are tesponsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole ate free from material misstatement, whether due to fraud or etror, and to issue an auditor’s report that
mcludes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an andit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audif in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud 1s lughcr than for one resulung from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order 10 design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectivencss of the
Group’s internal control.

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

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence cbtained, whether a matetial uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events ot
conditions may cause the Group to cease to continue as 2 going concern.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

* Evaluate the overall presentation, structure and content of the consolidated financial statements, mcluding
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we 1dentify during our audit.

We also provide those charged with governance with a staterment that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships 2nd other matters that
may rcasonably be thought to bear on cur independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in out auditot’s repott unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the
consolidated financial statements, together with the contents of the report of the Parent Company’s board of
directors relating to these consolidated financial statements, are in accordance therewith. We further report that
we obtained all the information and explanations that we required for the purpose of our audit and that the
consolidated financial staternents incorporate all information that is required by the Companies T.aw No. 1 of
2016 and it’s Executve Regulations, as amended, and by the Parent Company’s Memorandum of Incorporation
and Articles of Association, as amended, that an inventory was duly carried out and that, to the best of our
knowledge and belief, no violations of the Companies Law No. 1 of 2016, the Executive Regulations, or of the
Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, have occurred
during the year ended 31 December 2022 that might have had a material effect on the business or financial
position of the Parent Company.

We further report, to the best of our knowiedge and belief, no violations of provisions of the Law No. 7 of
2010 regarding Capital Markets Authority (“CMA”) and its relevant regulations have occurred during the year
ended 31 December 2022 that might have had 2 material effect on the business or financial position of the
Parent Company.

=

L I

Abdullatif M. Al-Aiban (CPA)
(Licence No. 94-A)
of Grant Thotnton — Al-Qatami, Al-Aiban & Partners

Kuwait
29 March 2023



Consolidated statement of profit or loss

Year ended Year ended
31 Dec 31 Dec
Note 2022 2021
KD KD
Continuing operations:
Revenue 7 39,618,309 41,320,915
Cost of revenue (23,898,554) (26,761,181)
15,719,755 14,559,734
Net income from ticket sales and related services 258,758 119,513
Fees and commission income 133,481 748,165
Share of results of associates (195,%09) (22,896)
Change in fair value of investment properties 15 361,898 1,171,548
Loss on sale of investment properties 15 (23,496) -
Gain on sale of assets held for sale 6.3 6,737,097 -
Gain on sale of property, plant and equipment 13 - 1,034,408
Interest income 323,503 843,831
Other income 498,294 1,003,457
23,813,381 19,457,760
Expenses and other charges
Staff costs (3,113,430) (1,993,510)
Sales and marketing expenses (1,830,890) (2.292,478)
Other operating expenses and charges (7,444,833) (7 269,958)
Impairment of trading and under development properties {70,679) (870)
Depreciation (2,672,244) (3,651,077)
Finance cost 8 (4,454,134) (6,890,609)
{19,586,210) (21,098,502)
Profit/{loss) for the year before taxation 4,227171 (1,640,742)
Taxation 9 {252,328) (266,178)
Profit/(loss) for the year from continuing operations 3,974,843 (1,906,920)
Discontinued operations:
Profit for the year from discontinued operations 6.5 - 4,230,269
Profit for the year 10 3,974,843 2,323,349
Attributable to:
Owners of the Parent Company 2,896,038 2,732,118
Non-controfling interests 1,078,805 (408,769)
3,974,843 2,323,349
Basic and diluted earningsi(loss) per share attributable to the
owners of the Parent Company (Fils): 12
From continuing operations 4.56 (2.36)
From discontinued operations - 6.66
4.56 4.30

The notes set out on pages 10 to 63 form an integral part of these consolidated financial statements.



Consolidated statement of profit or loss and other

comprehensive income

Year ended Year ended
31 Dec 31 Dec
2022 2021
KD KD
Profit for the year 3,974,843 2,323,349
Other comprehensive income/(loss):
Items that may be reclassified subsequently to profit or loss:
Exchange differences transferred to statement of profit or loss on disposal
of a subsidiary - (2,335,935)
Reserve for financial derivatives - (48,845)
Reserve for financial derivatives transferred to statement of profit or loss - 1,366,321
Exchange differences arising on translation of foreign operations (147,247) {546,878)
(147,247) (1,565,337)
Items that will not to be reclassified subsequently to profit or loss:
Net change in fair value of investments at FVTOCI (7,423) (284,259)
(7,423) (284,259)
Total other comprehensive incomel{loss) for the year (154,670} (1,849,596)
Total comprehensive income for the year 3,820,173 473,753
Attributable to:
Owners of the Parent Company 2,683,697 939,823
Non-controlling interests 1,136,476 (466,070)
Total comprehensive income for the year 3,820,173 473,753

The notes set out on pages 10 1o 63 form an integral part of these consolidated financial statements.



Consolidated statement of financial position

31 Dec. 31 Dec.
Note 2022 2021
KD KD
Assets
Non-current assets
Goodwill 1,148,456 1,137,315
Property, plant and equipment 13 83,796,610 83,733,890
Capital work in progress 14 - 45,002,654
Right-of-use assets 669,083 871,328
investment properties 15 3,992,025 3,523,999
Investment in associates and a joint venture 16 56,146,926 11,105,177
Investments at fair value through other comprehensive income 812,108 819,551
Total non-current assets 146,565,208 146,193,894
Current assets
Accounts receivable and other assets 17 24,016,488 47,220,502
Properties under development 18 366,322 13,859,784
Trading properties 19 7,224,982 15,123,865
Assets classified as held for sale 20 11,458,067 -
Cash and cash equivalents 21 8,839,000 10,205,982
Total current assets 51,904,859 86,410,133
Total assets 198,470,067 232,604,027
Equity and Liabilities
Equity attributable to the owners of the Parent Company
Share capital 22 63,543,420 63,543,420
Share premium 23 246,011 246,011
Treasury shares 23 (246,011) (248,011)
Other components of equity 25 (12,975,232) (14,877,682)
Accumulated losses (45,200,965) (43,811,256)
Equity attributable to the owners of the Parent Company 5,367,223 4,854,482
Non-controlling interests 6.4 31,451,438 20,604,829
Total equity 36,818,661 25,459,311
Non-current liabifities
Borrowings 26 53,740,509 57,502,476
Lease liabilities 518,259 717,172
Redeemable preference shares 27 2,869,754 2,660,125
Employees’ end of service benefits 1,487,154 1,308,892
Total non-current liabilities 58,615,676 62,195,665
Current liabilities
Due to related parties 33 55,237,166 52,396,695
Retention payable - 800,668
Accounts payable and other liabilities 28 37,603,682 55,607,883
Lease liabilities 207,747 191,289
Borrowings 26 4,619,217 27,496,446
Advances received from customers 29 5,367,918 8,456,070
Total current liabilities 103,035,730 144,949,051
Total liabilities 161,651,406 207,144,716
Total equity and liabilities 198,470,067 232,604,027

g

Talal Jassen! Mohammed Al-Bahar

Chairman

The notes set ont on pages 10 1o 63 Jorm an futegral par? of these consoliduted finarcial statements.
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Consolidated statement of cash flows

Year ended Year ended
31 Dec 31 Dec
Note 2022 2021
KD KD

OPERATING ACTIVITIES
Profit for the year 3,974,843 2,323,349
Adjustments:
Change in fair value of investment properties (361,898) (1,171,548)
Gain on sale of investment properties 23,496 -
Share of results of associates and a joint venture 195,909 22,896
Cumulative dividend for redeemable preference shares 209,628 -
Provision charged for doubtful debt 8,915 -
Reversal of provision no longer required (596,371) (3,331)
Interest income (323,503) (843,831)
Depreciation 2,672,244 3,651,077
Finance costs 4,454,134 5,890,609
Impairment loss 70,679 870
Reserve for financial derivatives recycled to profit or loss - included

under other operating expenses - 1,366,321
Net gain on disposal of a subsidiary (6,737,097) (4,893,002)
Gain on sale of property, plant and equipment - (1,034,408)
Provision for employees’ end of service benefits 391,081 235,488

3,982,081 5,544,490

Changes in operating assets and liabilities:
Accounts receivable and other assets 23,791,470 (3,5912,846)
Properties under development 2,157,688 680,496
Trading properties 7,322,302 13,318,445
Accounts payable and other liabilities (21,945,070) 7,539,929
Due to related parties 2,840,471 16,063,997
Advances received from customers 2,513,690 272,348
Net cash from operations 20,662,612 39,806,759
Payment of employees’ end of service benefifs (224,803) (269,721)
Net cash from operating activities 20,437,809 39,637,038
INVESTING ACTIVITIES
Net additions of property, plant and equipment (1,410,947) (271,819)
Proceeds on disposals of investment properties 15 369,542 -
Increase in shareholders loans to associates 429,315 (1,015,301)
Proceed from disposal of subsidiary 622 1,497,239 881,729
Proceeds from sale of property, plant and equipment - 2,089,795
Movement in capital work in progress {8,254) (12,671)
Interest income received 323,503 843,831
Net cash from investing activities 1,200,398 2,495 464
FINANCING ACTIVITIES
Decrease in retentions payable (800,668) (3,447,387)
Net decrease of borrowings (21,492,073) (23,332,768)
Net movement of derivative financial instrument - (2.008,462)
Proceeds from shares issued to non-controlling interest 6,093,288 -
Repayment of lease liabilities (517,428) (2,594,355)
Finance costs paid (6,270,083) (5,528,719)
Net cash used in finanging activities (22,986,964) (36,912,691)
Net (decrease)/increase in cash and cash equivalents (1,348,757) 5,219,811
Cash and cash equivalents at beginning of the year 21 10,187,757 4,967,946
Cash and cash equivalents at end of the year 21 8,839,000 10,187,757

The notes set out on pages 10 fo 63 form an integral part of these consoiidated finaniial siatements.
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