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Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
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Al-Qatami, Al-Aiban & Partners
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Block A - 9th Floor
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T+965-2244-3900/9
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Independent auditor’s report A

To the shareholders of
National Industries Group Holding — KPSC
Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of National Industries Group Holding — Kuwaiti
Public Shareholding Company (the “Parent Company”) and Subsidiaries, (collectively the “Group”), which
comprise the consolidated statement of financial position as at 31 December 2019, and the consolidated
statement of profit or loss, consolidated statement of profit or loss and other comprehensive 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 position of the Group as at 31 December 2019, and its consolidated financial
performance and its consolidated cash flows for the year 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 Statements section of our report. We are independent of the Group in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Acconntants
(IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion,

Key Audit Matters

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

Valuation of investments held at fair value

The Group invests in various assets classes, of which 49% of the total assets represent investments which are
carried at fair value and classified either as financial assets at fair value through profit or loss or as financial
assets at fair value through other comprehensive income. These investments are fair valued on a basis
considered most appropriate by the management, depending on the nature of the investment, and the
valuation is performed by the Group using a fair value hierarchy as detailed in Note 35.3. 47% of these
investments are carried at fair value based on Level 1 valuations, and the balance 53% of these investments
are carried at fair value either based on Level 2 or Level 3 valuations. Fair value measurement can be a
subjective arca and more so for the investments classified under level 2 and level 3 since these are valued
using inputs other than quoted prices in an active market. Given the inherent subjectivity in valuation of
investments classified under level 2 and level 3, we determined this to be a key audit matter. Refer to Notes
5.13.3, 5.13.8, 6.1, 6.2, 19, 20 and 35.3 for more information on fair valuation of financial assets at fair value
through profit or loss and financial assets at fair value through other comprehensive income.

Our audit procedures included, among others, documenting and assessing the processes in place to fair value
the investment portfolio. Agreeing the carrying value of the investments to the Group’s internal and external
valuations prepared using valuation techniques, assessing and challenging the appropriateness of estimates,
assumptions and valuation methodology and obtaining supporting documentation and explanations to
corroborate the valuations.
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Key Audit Matters (continued)

Impairment of investments in associates

The Group’s investments in associates represent 26% of the total assets and are accounted for under the
equity method of accounting and considered for impairment in case of indication of impairment. The
investment in associates is significant to our audit due to the Group’s shate of results in the associates and the
carrying value of these associates. In addition, significant management judgment and number of assumptions
are required in the assessment of impairment, including the determination of the recoverable value of the
investment based on its value-in-use, in case there is a significant or prolonged decline in value based on
published price quotes. Further, the projected future cash flows and discount rates used by the Group in
determining the investment’s value in use are also subject to estimation uncertainty and sensitivity.
Accordingly, we considered this as a key audit matter. Refer to Notes 5.4, 6.1, 6.2, and 22 for more
information on investment in associates.

Our audit procedures included, among others, evaluating management’s consideration of the impairment
indicators of investment in associates. In evaluating such consideration, we assessed whether any significant
or prolonged decline in value exists, whether there are any significant adverse changes in the technological
market, economic or legal environment in which the associate operates, or structural changes in the field of
industry in which the investec company operates, or changes in the political or legal environment cffecting
the investees business, and also whether there are any changes in the investees financial condition. We also
reviewed management’s assessment of the recoverable value of the investment including the reasonability of
the cash flow projections and discount rates used in the value in use calculation for associates, where there
was a significant or prolonged decline in value.

Other information included in the Group’s 2019 annual repott

Management is responsible for the other information. Other information consists of the information included
in the Annual Report of the Group for the year ended 31 December 2019 other than the consolidated
financial statements and our auditor’s report thereon. We obtained the report of the Parent Company’s Board
of Directors, prior to the date of our auditor’s report and we expect to obtain the remaining sections of the
Group’s Annual Report for the year ended 31 December 2019 after the date of our auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is matetially
inconsistent with the consolidated financial statements or our knowledge obtained during 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 other information, we are required to report that fact. We have nothing to repott 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 statements that are free from material misstatement, whether due to
fraud or error.

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

‘T'hose charged with governance are responsible for overseeing the Group’s financial reporting process.
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Auditot’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

* Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from etror, 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 to design audit procedures that
are approptiate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Group’s internal control.

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

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we ate 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. Out
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare citcumstances, 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 Requitements

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 statements incorporate all information that is required by the Companies Law No. 1
of 2016 and its Executive Regulations, as amended, and by the Parent Company’s Memorandum of
Incorporation and Articles of Association, as amended, that an inventory was duly catried out and that, to the
best of our knowledge and belief, no violations of the Companies Law, the Executive Regulations, or of the
Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, have occutred
during the year ended 31 December 2019 that might have had a material effect on the business ot financial
position of the Parent Company.

\/),»‘

Anwar Y. Al-Qatami, F.C.C.A.
(Licence No. 50-A)
of Grant Thornton — Al-Qatami, Al-Aiban & Partners

Kuwait
5 April 2020
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Consolidated statement of profit or loss
Year ended Year ended
31 Dec. 31 Dec.
Note 2019 2018
KD '000 KD '000
Sales 132,237 125,406
Cost of sales (110,185) (103,331)
Gross profit 22,052 22,075
Loss on disposal of indirect subsidiaries i (1,520) -
Income from investments 8 90,626 44,683
Changes in fair value of investment properties 21 (729) 34
Share of results of associates 22 15,767 15,182
Profit on disposal/partial disposal of associates 22 1,576 4,207
Rental income 2,477 2,763
Interest and other income 9 3,074 21,994
Distribution costs (8,353) (8,602)
General, administrative and other expenses (26,044) (25,404)
Loss on foreign currency exchange (1,065) (855)
97,861 76,067
Finance costs 11 (30,745) (32,693)
Impairment in value of receivables and other assets (net of reversal) 17 (790) (1,280)
Impairment in value of associates 22 (7,748) -
Impairment in value of property, plant and equipment 23 (530) -
Impairment in value of goodwill and other intangible assets 24 (945) (3,634)
Profit before foreign taxation 57,103 38,460
Foreign taxation 12a (703) (1,250)
Profit before KFAS, Zakat, NLST and Directors’ remuneration 56,400 37,210
KFAS, Zakat and NLST 12b (2,452) (1,263)
Directors’ remuneration (590) (480)
Profit for the year 13 53,358 35,467
Profit for the year attributable to:
Owners of the Parent Company 46,353 19,841
Non-controlling interests ¥ 7,005 15,626
53,358 35,467
Basic and diluted earnings per share attributable to the
owners of the Parent Company 14 33.3 Fils 14.3 Fils

The notes set out on pages 12 1o 77 form an integral part of these consolidated financial statements.
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Consolidated statement of profit or loss and other
comprehensive income
Year ended Year ended
31 Dec. 31 Dec.
2019 2018
KD '000 KD '000

Profit for the year 53,358 35,467
Other comprehensive income/(loss):
Items to be reclassified to profit or loss in subsequent periods:
Exchange differences arising on translation of foreign operations
- Exchange differences arising on translation of foreign operations (4,090) (16,503)
- Transferred to consolidated statement of profit or loss on partial disposal of an

associate 1,547 4,514
Share of other comprehensive income/(loss) of associates
- Changes in fair value 6,291 (371)
Total other comprehensive income/(loss) to be reclassified to profit or loss
in subsequent periods 3,748 (12,360)
Items not to be reclassified to profit or loss in subsequent periods
Defined benefit plan actuarial (losses)/gains (34) 1,231
Net changes in fair value of investments in equity instruments designated at

FVOCI (7,028) (20,503)
Share of other comprehensive income of associates 3,680 25
Total other comprehensive loss not being reclassified to profit or loss in
subsequent periods (3,382) (19,247)
Total other comprehensive income/(loss) for the year 366 (31,607)
Total comprehensive income for the year 53,724 3,860
Total comprehensive income/(loss) for the year attributable to:

Owners of the Parent Company 44,398 (6,540)

Non-controlling interests 9,326 10,400

53,724 3,860

The notes set out on pages 12 to 77 form an integral part of these consolidated financial statements.
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31 December 2019

Consolidated statement of financial position

31 Dec. 31 Dec.
Note 2019 2018

KD '000 KD '000
Assets
Bank balances and cash 15 31,798 32,077
Short-term deposits 15 18,189 9,136
Wakala and sukuk investments 16 1,000 1,153
Accounts receivable and other assets 17 50,776 49,453
Inventories 18 35,948 36,587
Financial assets at fair value through profit or loss ! 19 410,414 364,713
Financial assets at fair value through other comprehensive income 20 203,932 216,485
Right of use of leased assets 4.1 6,532 -
Investment properties 21 60,445 76,857
Investment in associates 22 324,781 317,462
Property, plant and equipment 23 91,477 88,876
Goodwill and other intangible assets 24 9,552 9,925
Total assets 1,244,544 1,202,724
Liabilities and equity
Liabilities
Due to banks 15 23,969 23,009
Accounts payable and other liabilities 25 69,190 58,677
Borrowings and bonds 26 628,603 611,117
Provisions 27 14,113 13,573
Total liabilities 735,875 706,376
Equity attributable to owners of the Parent Company
Share capital 28 142,784 135,985
Share premium 28 122,962 122,962
Treasury shares 29 (30,375) (30,375)
Cumulative changes in fair value 30 20,938 21,679
Other components of equity 30 32,260 23,827
Retained earnings 89,434 78,608
Equity attributable to owners of the Parent Company 378,003 352,686
Non-controlling interests 31 130,666 143,662
Total equity 508,669 496,348
Total liabilities and equity 1,244,544 1,202,724

Sa'ad Mohammed Al-Sa’ad Ahmad Mohammed Hassan
Chairman Chief Executive Officer

The notes set out on pages 12 to 77 form an integral part of these consolidated financial statements.



