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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P.

Report on the Audit of Consolidated Financial Statements

Opinion
We have audited the consolidated financial statements of Ali Al-Ghanim Sons Automotive
Company K.S.C.P. (the “Parent Company”) and its subsidiaries (collectively, the “Group”),
which comprise the consolidated statement of financial position as at 31 December 2022, and
the consolidated statement of profit or loss, consolidated statement of 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 2022, 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’
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 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. For each
matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Partial disposal of a subsidiary resulting in loss of control

Key audit matter How the key audit matter was addressed
in the audit

In 2021, the Group had commenced the
process to partially sell 33.33% out of 66.66%
of its investment in Global Auto S.A.E., a
subsidiary held through German Automotive
Holding Ltd, in a single transaction to an
outside investor for a consideration of
approximately USD 3 million (the
“transaction”)

At 31 December 2021, Global Auto S.A.E.
(“former subsidiary”) was classified as a
disposal group held for sale and as a
discontinued operation.

On 31 July 2022, the sale of 33.33%
controlling interest in the former subsidiary
was completed resulting in loss of control and
triggering remeasurement of the residual
holding in the former subsidiary to fair value.

Accordingly, the Group derecognised the
assets and liabilities of the former subsidiary
at their carrying amounts and recognised a
loss on disposal of KD 1,847,540 presented
within discontinued operations. The residual
holding in the former subsidiary is classified
as an associate in accordance with IAS 28:
Investment in Associates and Joint Ventures
and have been remeasured to fair value at the
date control is lost.

We have identified the partial disposal of
Global Auto S.A.E. as a key audit matter due
to the financial significance of the transaction
as well as the disclosures and presentation in
the consolidated financial statements.

Our audit procedures included, among
others, the following:

 We obtained and read the sale and
purchase agreement with the third-party
investor, the board resolutions and
related public announcements to obtain
an understanding of the transaction and
the key terms.

 We assessed the appropriateness of the
accounting treatment for the change in
ownership interests of the former
subsidiary in accordance with the relevant
IFRS.

 We also considered the adequacy and
appropriateness of the disclosures
relating to the disposal group of the
Group in Note 30 to the consolidated
financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Existence and valuation of inventories

Key audit matter How the key audit matter was addressed
in the audit

As at 31 December 2022, the Group held
inventories of KD 52,345,292 net of an
allowance of KD 2,332,212, representing
28% of total assets.

Inventories mainly consist of motor vehicles
and spare parts on-hand and in-transit at
year-end and are valued at the lower of cost
and net realisable value. Management
determines the level of obsolescence of
inventories by considering their nature, aging
profile and sales expectations using historic
trends and other qualitative factors. At each
reporting date, the cost of inventories is
reduced where inventories are forecasted to
be sold at below cost.

Judgment is required to identify obsolete and
slow-moving inventories and assess the
appropriate level of allowance for such
inventories, which may be sold below cost as
a result of a reduction in consumer demand.
Such judgments include management's
expectations for future sales and inventory
liquidation plans. Estimation process of the
allowance is disclosed in Note 2.6.2 to the
consolidated financial statements.

We considered the existence and valuation of
inventories as a key audit matter given the
relative size of the balance in the
consolidated statement of financial position
and the significant judgments and key
assumptions applied by the management in
determining the allowance and the level of
inventories write down required based on
Net Realisable Value (NRV) assessment.

Our audit procedures included, among
others, the following:
 We attended the physical inventory count

at year-end for all significant locations,
observed the count procedures and, for a
sample of inventory, performed test
counts to assess the existence and
condition of inventory on-hand.

 For Goods in Transit (“GIT”), we tested
a sample of the cost incurred to
supporting evidence such as external
purchase invoices, shipping documents
and receipt of inventory after the cut-off
date.

 We reviewed the basis for the allowance
by understanding and challenging the
key assumptions used. In doing so, we
understood the aging profile of the
inventory, identification of obsolete and
slow-moving inventories and the process
for identifying specific problem
inventory. Furthermore, we recalculated
the expected allowance based on the
above key assumptions to assess the
mathematical accuracy of the
calculation.

 We assessed the appropriateness of the
management estimation of NRV by
tracing inventory items in the listing, on
a sample basis, to sales during and
subsequent to the reporting period.

 We also considered the adequacy of the
Group’s accounting policies and
disclosures relating to inventory and
related allowances in Notes 2 and 12 to
the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Other information included in the Group’s 2022 Annual Report
Management is responsible for the other information. The other information consists of the
information included in the Group’s 2022 Annual Report, 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 Annual Report 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 and will 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 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 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 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.

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 are free from material misstatement, whether due to fraud or error, and to
issue an auditor’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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
As part of an audit 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 is
higher than for one resulting 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 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.

 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 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. Our
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, actions taken to eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
ALI AL-GHANIM SONS AUTOMOTIVE COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

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 year 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 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 statements
incorporate all information that is required by the Companies Law No. 1 of 2016, as amended,
and its executive regulations, as amended, and by the Parent Company's Memorandum of
Incorporation, and Articles of Association that an inventory count was duly carried out and
that, to the best of our knowledge and belief, no violations of the Companies Law No. 1 of
2016, as amended, and its executive regulations, as amended, or of the Parent Company’s
Memorandum of Incorporation and Articles of Association, have occurred during the year
ended 31 December 2022, that might have had a material effect on the business of the Parent
Company or on its 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 7 of 2010 concerning the Capital Markets Authority
and its related regulations during the year ended 31 December 2022 that might have had a
material effect on the business of the Parent Company or on its financial position.

BADER A. AL-ABDULJADER
LICENCE NO. 207 A
EY
AL-AIBAN, AL-OSAIMI & PARTNERS

20 February 2023
Kuwait
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Ali Al-Ghanim Sons Automotive Company K.S.C.P. and its Subsidiaries
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

2022 2021
Notes KD KD

CONTINUING OPERATIONS
Sale of goods 173,890,651 155,191,059
Rendering of services 9,981,520 9,280,296
Vehicle rental income 4,186,882 4,511,126

────────── ──────────
Revenue from contracts with customers 3 188,059,053 168,982,481
Cost of sales and services rendered (144,385,220) (133,359,928)

────────── ──────────
GROSS PROFIT 43,673,833 35,622,553

Other income 4 2,810,183 3,162,624
Share of results of associates 10 (678,436) (123,893)
Gain on disposal of property, plant and equipment 45,287 16,093
Distribution costs (12,796,507) (10,380,236)
Administrative expenses (10,420,082) (10,723,959)
Finance costs (1,144,824) (1,210,581)

────────── ──────────
PROFIT BEFORE TAX FROM CONTINUING OPERATIONS 21,489,454 16,362,601

Contribution to Kuwait Foundation for Advancement of Sciences
(“KFAS”) (199,118) (168,264)
Zakat (210,559) (172,424)
National Labour Support Tax (“NLST”) (296,585) -
Directors’ remuneration (35,000) -

────────── ──────────
PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS 5 20,748,192 16,021,913

DISCONTINUED OPERATIONS
Loss after tax for the year from discontinued operations 30 (1,492,826) (1,430,103)

────────── ──────────
PROFIT FOR THE YEAR 19,255,366 14,591,810

Attributable to:
Equity holders of the Parent Company 18,704,850 14,675,517
Non-controlling interests 550,516 (83,707)

────────── ──────────
19,255,366 14,591,810

═══════════ ═══════════
BASIC AND DILUTED EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS
OF THE PARENT COMPANY (FILS) 6 67.72 52.88

═══════════ ═══════════
BASIC AND DILUTED EARNINGS PER SHARE FOR
CONTINUING OPERATIONS ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT
COMPANY (FILS) 6 70.69 54.64

═══════════ ═══════════



The attached notes 1 to 30 form part of these consolidated financial statements.
 8

Ali Al-Ghanim Sons Automotive Company K.S.C.P. and its Subsidiaries
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

2022 2021
Notes KD KD

PROFIT FOR THE YEAR 19,255,366 14,591,810

Other comprehensive income (loss)
Other comprehensive loss that may be reclassified to profit or loss in
subsequent periods:
Cash flow hedges – effective portion of changes in fair value (232,447) (1,535,999)
Cost of hedging reserve – changes in fair value (654,982) (280,780)
Cost of hedging reserve – amortised to profit or loss 574,190 271,377

────────── ──────────
Net loss on cash flow hedges (313,239) (1,545,402)
Exchange difference on translation of foreign operations (74,454) (28,293)
Share of other comprehensive loss of an associate 10 (822,885) -

────────── ──────────
Other comprehensive loss that may be reclassified to profit or
loss in subsequent periods (1,210,578) (1,573,695)

────────── ──────────
Other comprehensive income that will not be reclassified to profit or
loss in subsequent periods:
Net gain (loss) on equity instruments designated at fair value through
other comprehensive income 37,842 (47,059)
Revaluation of lands 7 11,369,000 -

────────── ──────────
Other comprehensive income (loss) that will not be reclassified to
profit or loss in subsequent periods 11,406,842 (47,059)

────────── ──────────

Other comprehensive income (loss) for the year 10,196,264 (1,620,754)
────────── ──────────

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 29,451,630 12,971,056
══════════ ══════════

Attributable to:
Equity holders of the Parent Company 28,831,639 13,070,595
Non-controlling interests 619,991 (99,539)

────────── ──────────
29,451,630 12,971,056

══════════ ══════════
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Ali Al-Ghanim Sons Automotive Company K.S.C.P. and its Subsidiaries
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

2022 2021
Notes KD KD

OPERATING ACTIVITIES
Profit from continuing operations before tax 21,489,454 16,362,601
Loss from discontinued operations (1,492,826) (1,430,103)

────────── ──────────
Profit before tax 19,996,628 14,932,498
Adjustments to reconcile profit before tax to net cash flows:

Gain on disposal of property, plant and equipment (45,287) (16,093)
Gain on derecognition of right-of-use assets (18,362) (5,712)

  Rent concession income 19 - (68,000)
Depreciation of property, plant and equipment and right-of-use assets 7 6,809,603 7,446,848
Impairment loss on property, plant and equipment & intangible assets 7 & 8 84,632 -
Amortisation of intangible assets 8 69,557 45,827
Share of results of associates 10 678,436 123,893
Loss on de-recognition of a subsidiary 30 1,847,540 -
Charge (reversal) of provision for obsolete and slow-moving inventories 12 65,234 (891,932)
Allowance for (reversal of) expected credit losses on trade receivables 13 59,601 (506,624)

  Provision for employees’ end of service benefits 18 1,000,148 563,777
Finance costs on loans and borrowings 944,573 856,807
Interest expense on lease liabilities 19 200,251 353,774

────────── ──────────
31,692,554 22,835,063

Working capital changes:
Inventories (27,402,649) 7,777,088
Medium-term instalment credit receivables 426,995 (1,051,533)

  Accounts receivable and prepayments (1,951,118) (948,750)
Receivables from related parties 236,386 2,178,578
Accounts payable and accruals 29,145,223 (2,467,820)

────────── ──────────
Cash flows from operations 32,147,391 28,322,626
Employees’ end of service benefits paid 18 (261,269) (315,116)

────────── ──────────
Net cash flows from operating activities 31,886,122 28,007,510

────────── ──────────
INVESTING ACTIVITIES
Purchase of property, plant and equipment 7 (2,834,767) (2,169,267)
Proceeds from disposal of property, plant and equipment 368,729 199,636
Net movement in term deposits 14 (1,000,000) -
Net payments made to investment in associates (5,330,650) -
Net movement in receivables from related parties (3,745,437) -
Purchase of financial assets at fair value through other comprehensive income (427,658) -
Purchase of treasury shares 16 (3,554,412) -
Proceeds from sale of treasury shares 16 604,897 -
Additions to intangible assets 8 (45,959) (20,000)

────────── ──────────
Net cash flows used in investing activities (15,965,257) (1,989,631)

────────── ──────────
FINANCING ACTIVITIES
Proceeds from Islamic finance payables 17 13,200,000 25,669,250
Repayment of Islamic finance payables 17 (18,827,316) (40,956,926)
Dividends paid to non-controlling interests (380,339) (226,426)
Net movement in payables to related parties (277,785) 4,051,146
Dividends paid to equity holders of the Parent (10,956,883) (14,339,500)
Finance costs paid (944,573) (856,807)
Payment of lease liabilities 19 (1,806,523) (1,915,776)

────────── ──────────
Net cash flows used in financing activities (19,993,419) (28,575,039)

────────── ──────────
NET DECREASE IN CASH AND CASH EQUIVALENTS (4,072,554) (2,557,160)

────────── ──────────
Cash and cash equivalents at 1 January 19,068,429 22,502,339
Bank balances and cash related to the disposal group held for sale 30 - (885,683)
Net foreign exchange difference (87,612) 8,933

────────── ──────────
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 14 14,908,263 19,068,429

══════════ ══════════
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Ali Al-Ghanim Sons Automotive Company K.S.C.P. and its Subsidiaries
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
For the year ended 31 December 2022

Non-cash items excluded from the consolidated statement of cash flows:
2022 2021

Notes KD KD

Effective portion of gain on hedging instruments (adjusted with accounts
receivables and prepayments) 1,249,704 -
Effective portion of loss on hedging instruments (adjusted with accounts
payable and accruals) - 1,110,329
Additions to lease liabilities (adjusted with accounts payables and accruals) 19 3,158,502 3,271,812
Additions to right-of-use assets (adjusted with additions to property, plant and
equipment) 7 (3,158,502) (3,271,812)
Transfer of property, plant and equipment from inventories (net) - (adjusted
with property, plant and equipment) 7 225,564 1,938,665
Transfer of property, plant and equipment to inventories (net) - (adjusted with
inventories) 7 (225,564) (1,938,665)
Loss arising from transfer of land to the Ultimate Parent Company (adjusted
with retained earnings) 7 - 840,681
Gain related to derecognition of lease liabilities (adjusted with accounts
payables and accruals) (18,362) (5,712)
Derecognition of right-of-use assets 7 116,051 192,680
Derecognition of lease liabilities 19 (134,413) (198,392)
Increase in share capital (adjusted with retained earnings) 16 - 10,000,000
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