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- Increase net gains from investments.
- Reduction in finance cost.

- Reversal of provisions for expected credit loss.
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Independent Auditors’ Report to the Shareholders of Commercial Facilities Company S.A.K.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Commercial Facilities Company S.A.K.P. (the “Parent
Company”) and its subsidiaries (“the Group”), which comprise the consolidated statement of financial position as at
31 December 2021, and the related consolidated statement of profit or loss, consolidated statement of 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 2021, and its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards
(“IFRSs”), as adopted for use by the State of Kuwait.

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 Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) (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 year. 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. For each matter below, our description of how our audit addressed the matter is provided in
that context.

Credit losses on finance receivables

The recognition of credit losses on finance receivables (“Financing facilities”) is the higher of Expected Credit Loss
(“ECL") under International Financial Reporting Standard 9: Financial Instruments (“IFRS 9”), determined in accordance
with Central Bank of Kuwait (the “CBK”) guidelines, and the provision required by the CBK rules based on classification
of credit facilities and calculation of their provision (“the CBK rules”) as disclosed in the accounting policies in
Note 2.3.2, Note 4 and Note 23 to the consolidated financial statements.

Recognition of ECL under IFRS 9, determined in accordance with CBK guidelines, is a complex accounting policy, which
requires considerable judgement in its implementation. ECL is dependent on management’s judgement in assessing
significant increase in credit risk and classification of financing facilities into various stages; determining when a default
has occurred, development of models for assessing the probability of default of customers and estimating cash flows
from recovery procedures. Furthermore, as disclosed in Note 24, the COVID-19 pandemic significantly impacted
management’s determination of the ECL and required the application of heightened judgment. As a result, the ECL has
a higher than usual degree of uncertainty and the inputs used are inherently subject to change, which may materially
change the estimate in future periods.
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Independent Auditors’ Report to the Shareholders of Commercial Facilities Company S.A.K.P. (continued)
Report on the Audit of the Consolidated Financial Statements {continued)

Key Audit Matters (continued)

Credit losses on finance receivables (continued)

Recognition of specific provisions on impaired facilities under the CBK rules is based on the instructions by CBK on the
minimum provision to be recognized together with any additional provision to be recognised based on management
estimate of expected cash flows related to those finance receivables.

Due to the significance of finance receivables and the related estimation uncertainty and judgement in the impairment
calculation, as well as the high degree of estimation uncertainty due to the economic impacts of COVID-19, this was
considered as a key audit matter.

Our audit procedures included assessing the design and implementation of controls over inputs and assumptions used
by the Group in developing the models and its governance and review controls performed by the management in
determining the adequacy of credit losses. Further, our audit procedures were updated to incorporate consideration
of the economic disruption caused by COVID-19, including a focus on rescheduled finance receivables.

With respect to the ECL based on IFRS 9, determined in accordance with CBK guidelines, we have selected samples from
financing facilities outstanding as at the reporting date, which included rescheduled finance receivables, and assessed
the Group’s determination of significant increase in credit risk and the resultant basis for classification of the financing
facilities into various stages. We involved our specialists to review the ECL model in terms of key data, methods and
assumptions used to determine if they were in accordance with the requirements of IFRS 9 and CBK guidelines. For a
sample of finance receivables, we have assessed the Group's staging criteria, Exposure at Default (“EAD”) Probability
of Default (“PD”) and Loss Given Default (“LGD”) and the overlays considered by management in view of the ongoing
COVID-19 pandemic, in order to determine ECL taking into consideration the CBK guidelines. We also assessed the
consistency of various inputs and assumptions used by management to determine ECL.

Further, for CBK provision requirements, we assessed the criteria for determining whether there is a requirement to
calculate any credit loss in accordance with the related regulations and, if required, whether it has been computed
accordingly. For the samples selected, which included rescheduled finance receivables, we have verified whether all
impairment events have been identified by the Group’s management, and reperformed the resultant provision
calculations.

Other information included in the Group’s 2021 Annual Report

Management is responsible for the other information. The other information comprises of the information included in
Group’s 2021 Annual Report, other than the consolidated financial statements and our auditors’ report thereon. We
obtained the report of the Parent Company’s Board of Directors, prior to the date of our auditors’ report, and we expect
to obtain the remaining sections of the Annual Report after the date of our auditors’ 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 when it becomes available 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 obtained prior to the date of this auditors’
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.
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Independent Auditors’ Report to the Shareholders of Commercial Facilities Company S.A.K.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
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 as adopted for use by the state of Kuwait, 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 either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

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

Auditors’ 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 auditors’ 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:

e 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 error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

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

e 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 are required to draw attention in our auditors’ report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

e 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 ina
manner that achieves fair presentation.

e 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.
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Independent Auditors’ Report to the Shareholders of Commercial Facilities Company S.A.K.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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, actions taken to eliminate threats or
safeguards applied.

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 year and are therefore the key audit
matters. We describe these matters in our auditors’ report 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 Board of Directors relating to these consolidated
financial statements, are in accordance therewith. We further report that, we obtained all the information that we
deemed necessary 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
carried out and that to the best of our knowledge and belief, no violations of the Companies Law No. 1 of 2016 and its
executive regulations, as amended, or of the Parent Company’s Memorandum of Incorporation and Articles of
Association, as amended, have occurred during the financial year ended 31 December 2021, that might have had a
material effect on the business of the Group or on its consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any violations of the provisions
of Law No. 32 of 1968, as amended, concerning currency, the CBK and the organisation of banking business, and its
related regulations, or of the provisions of Law No. 7 of 2010, concerning the Capital Market Authority and its related
regulations, as amended, during the financial year ended 31 December 2021 that might have had a material effect on
the business of the Group or on its financial position.
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Consolidated Statement of Financial Position as at 31 December 2021
(All amounts are in Kuwaiti Dinar Thousand)

Notes 2021 2020
ASSETS
Cash and bank balances 3 23,627 22,689
Other receivables and prepayments 2,697 644
Finance receivables 4 174,131 173,498
Investment in securities 5 54,533 47,717
Investments in associates 6 14,216 13,880
Investment properties 7 4,001 4,087
Property and equipment 8 2,653 2,454
Total assets 272,858 264,969
LIABILITIES AND EQUITY
Liabilities
Trade creditors and accrued liabilities 9 4,553 4,131
Term loans 10 105,883 103,122
Provision for staff indemnity 4,388 4,589
Total liabilities 114,824 111,842
Equity
Share capital 11 53,676 53,676
Share premium 1,433 1,433
Legal reserve 12 52,293 50,788
Voluntary reserve 13 48,093 48,093
Fair value reserve (3,434) 1,030
Foreign currency translation reserve 872 985
Land revaluation reserve 898 852
Treasury shares 14 (11,271) (11,271)
Gain on sale of treasury shares 14 14
Retained earnings 15,413 7,485
Equity attributable to shareholders of the Parent Company 157,987 153,085
Non-controlling interests 47 42
Total equity 158,034 153,127
Total liabilities and equity 272,858 264,969

The accompanying notes are an integral part of these consolidated financial statements.

v £ e
Ali Ibrahim Marafi Abdallah Saud Abdulaziz Al-Humaidhi
Chairman Vice Chairman and Chief Executive Officer
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Consolidated Statement of Profit or Loss for the year ended 31 December 2021
(All amounts are in Kuwaiti Dinar Thousand)

Notes 2021 2020

Financing income 13,048 15,341
Share of results of associates 6 799 403
Interest income 159 584
Other income 42 117
Rental income from investment property 204 201
Net gains from investments 15 5,210 242
Change in fair value of investment properties (86) (157)
Total other income 6,328 1,390
Finance cost (2,341) (3,458)
Staff costs and related expenses (2,567) (2,254)
General and administrative expenses (1,223) (1,176)
Net foreign exchange loss (29) (45)
Loss on deferment of installment credit 24 - (3,207)
Total expenses (6,160) (10,140)
Profit before provision for credit losses 13,216 6,591
Reversal of provision/(provision) for expected credit loss 4 1,829 (7,231)
Profit/(loss) before taxes and directors’ remuneration 15,045 (640)
KFAS (150) -
NLST and Zakat (505) -
Directors’ remuneration (160) -
Profit/(loss) for the year 14,230 (640)
Attributable to:
Shareholders of the Parent Company 14,225 (650)
Non-controlling interests 5 10

14,230 (640)
Earnings/(loss) per share —fils 16 28 (1)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income for the year ended 31 December 2021
(All amounts are in Kuwaiti Dinar Thousand)

2021 2020

Profit/ {loss) for the year 14,230 (640)
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Change in fair value of FVTOCI (4,178) (1,234)
Items that may be reclassified subsequently to profit or loss
Foreign exchange translation adjustment (113) 265
Other comprehensive expenses for the year (4,291) (969)
Total comprehensive income/ (loss) for the year 9,939 (1,609)
Attributable to:
Shareholders of the Parent Company 9,934 (1,619)
Non-controlling interests 5 10

9,939 (1,609)

The accompanying notes are an integral part of these consolidated financial statements.



