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Independent auditor's report

To the pattners of
VLCC International Kuwait Health Care Institute Company - WLL
IKCuwait

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of VLCC International Kuwait Health Care Institute Company -
WLL, (“the Company™), which comprise the statement of financial position as at 31 March 2019, and the
statement of profit or loss and other comprehensive income, statement of changes in equity and statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 March 2019, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs}.

Basis for Opinion

We conducted cur audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Andst of the Financial Statements
section of our report. We are independent of the Company 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 approptiate to provide a basis for our opinion.

Going concern

We draw attention to Note 2 to the financizl statements, which indicates that the accumulated losses of the
Cormpany as of 31 March 2019 amounted to KID1,470,427 {2018: KID1,170,851) and the current liabilities
exceeded the current assets by KID36,502 (2018: KID35,609) as of that date. Although these conditions may
indicate the existence of a material uncertainty that may cast significant doubt on the Company’s ability to
continue as a going concern, the Company’s management has prepared these financial statements on a going
concern basis due to the reasons specified in Note 2. Our opinion is not modified in respect of this matter.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease operations,
or has nno realistic alternative but tro do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

QOur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or errot, and to issue an auditor’s report that includes our
opinion. Reasonabie assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a marterial 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 financial statements.
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Independent Auditors’ Report to the partners of VLCC International Kuwait Health Care
Institute Company - WLL (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)
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 financial statements, whether due to fraud or
error, design and perform audit procedutes 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 2 material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the overtide of internal control,

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
approprizte in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’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 Company’s ability to continue as a going concern. If we conclude that a marerial
uncertainty exists, we are required to draw attention in our auditor’s tepott to the related disclosures in the
financial statements o, 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. Howevet, future events or conditions
mzy cause the Company to cease to continue as a going concetn.

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

We communicate with management regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in intemal control that we identify during
our audit,

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Company and the 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 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
Company’s Memorandum of Incorporation, 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, the Executive Regulations, or of
the Company’s Memorandum of Incorporation, as amended, have occurred duting the year ended 31 March
2019 that might have had a material effect on the business or financial position of the Company, except for the
matter explained in note (5.1) relating to the financial year end of the Company.

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

Kuwait
5 September 2019



Statement of profit or loss and other comprehensive

income
Year ended Year ended
31 March 31 March
Note 2019 2018
KD KD
Revenue
Beauty and slimming services 321,628 193,037
Sales of beauty products 499 1,446
322,127 194,483
Cost of beauty and slimming services (19,776) {9,171)
Cost of beauty preducts (1,398) (5,644)
Gross profit 300,953 179,668
Other income - 47,846
300,953 227,514
Expenses and other charges
Staff costs (233,381} (223,298)
General and administrative expenses {144,234} {139,881)
Selling and marketing expenses {28,801) (23,943)
Depreciation 7 (194,113) (189,199)
(600,529) (576,321)
Loss for the year (299,576) (348,807)
Other comprehensive income/f{loss) for the year - -
Total comprehensive loss for the year {299,576) (348,807)

The notes set out on pages 7 to 23 form an integral part of these financial statements.



Statement of financial position

31 March 31 March
Notes 2019 2018

KD KD
Assets
Non-Current assets
Property and equipment 7 880,991 1,030,357

880,991 1,030,357
Current assots
Inventories 8 3,308 3,280
Accounts receivable and other assets 9 22,046 19,505
Cash and bank balances 12,852 10,176

38,206 32,961

Totai assets 919,197 1,063,318
Equity and liabilities
Equity
Share capital 10 25,000 25,000
Parent Company's current account 2,279,434 2,132,914
Accumulated losses (1,470,427) {1,170,851}
Total equity 834,007 987,063
Non = current fiabitities
Provision for employees’ end of service benefils 10,482 7,685
Current liabilities
Accounts payabte and other liabilities 11 74,708 68,570
Total liabitities 85,190 76,255
Total equity and liabilities 919,197 1,063,318

Loay Abdulaziz Khalid AlAbdulrazak .

Partner

The notes set out on pages 7 to 23 form an intsgral part of these financial statements.




Statement of changes in equity

Parent
Company’s
Share current Accumulated
capital account losses Total
KD KD KD KD

Balance at 31 March 2017 25,000 1,945,076 (822,044} 1,148,032
Total comprehensive loss for the year - - (348,807) {348,807)
Net movement in Parent Company’s current account - 187,838 - 187,838
Balance at 31 March 2018 25,000 2132914  {1,170,851) 987,063
Total comprehensive loss for the year - - (298,576) {299,576)
Net movement in Parent Company's current account - 146,520 - 146,520
Balance as at 31 March 2019 25,000 2,279,434 (1,470,427} 834,007

The notes set out on pages 7 1o 23 form an integral part of these financial statements.



Statement of cash flows

31 March 31 March
2019 2018
KD KD

OPERATING ACTIVITIES
Loss for the year (299,576) (348,807)
Adjustments:
Deprecation 194,113 189,199
Provision for employees’ end of service benefits 3,701 11,187

{101,762} (148,421)
Changes in operating assets and liabilities:
Inventories (28) 1,337
Accounts receivable and other assets (2,541) (267)
Accounts payable and other liabilities 6,138 (15,336}
Employees’ end of service benefits paid (904) {6,386)
Net cash used in operating activities (99,097) (169,073)
INVESTMENT ACTIVITIES
Purchase of property and equipment (44,747) (24,900)
Net cash used in investment activities (44,747) (24,900)
FINANCING ACTIVITIES
Net movement in Parent Company’s current account 146,520 187,838
Net cash from financing activities 146,520 187,838
Net increase/(decrease) in cash and bank balances 2,676 (6,135)
Cash and bank balances at beginning of the year 10,176 16,311
Cash and bank balances at end of the year 12,852 10,176

The notes set out on pages 7 to 23 form an integral part of these financial statementy.
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Notes to the financial statements

1 Incorporation and activities
VLCC International Kuwait Health Care Institute- WLL was incorporated on 13 January 2016 as a limited
liability company. The main objectives of the Company are health care institute and ladies beauty salon.

The Company’s address is Al-Salmiya, Baghdad Street, Block 9, Building No. 510, Kuwait.

The Company is a subsidiary of VLCC International Inc — British Vitgin Island, (“the Parent Company™) which
has the ability to control the activities of the Company.

The partners of the Company approved these financial statements for issue on 5 September 2019,

2 Fundamental accounting concept

The Company has prepared these financial statements under the going concetn concept of accounting. As of
31 March 2019, the accumulated losses of the Company amounted to I{ID1,470,427 (2018: KID1,170,851) which
exceeds the Company’s paid up share capital and according to Article 273 of the Companies Law, if the losses
of the Limited Liability Company amount to three quarters of its paid up share capital, the management shall
present to the extraordinary general meeting of partners the remedy of the undercapitalisation, the dissolutdon
of the Company or other appropriate measures for decision, If the management fails to invite the partnets or
the partners fail to reach a resolution on the issue, the management or the pattners, as the case may be, shall be
jointly liable for the Company’s obligations. The manzgement of the Company is yet to convene this extra
ordinary general assembly. Purther, the Company’s current liabilities exceeded its current assets by KID36,502
as at 31 March 2019 (2018: KID35,609).

However, the Parent Company (VLCC International Inc — British Virgin Island) has stated that for at least 24
months from the date of approval of these financial statements, it will continue to make available funds as and
when needed by the Company. The management believes that this should enable the Company to continue in
operational existence for the foreseeable future by meeting its liabilities as they fall due for repayment. As with
any company placing reliance on a related party (the partners of the Company) for financial support, the
management acknowledges that there can be no certainty that this support will continue in the future. At the
date of approval of these financial statements, the management has no reason to believe that this support will
not continue.

Based on this undertaking, the management believes that it remains appropriate to prepare the financial
statement on a going concern basis. However, this uncertainty may cast doubt on the Company’s ability to
continue as a going concern and, therefore, to continue realising its assets and dischatging its liabilities in the
normal course of business. The financial statements do not include any adjustments that would result from the
basis of preparation being inappropriate.

3 Statement of compliance

These financial statements have been prepared in accordance with the International Financial Reporting
Standards (“IFRS”) promulgated by the International Accounting Standards Board (“IASB™), and
Interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”) of the
IASB.



Notes to the financial statements (continued)

4 Changes in accounting policies

41 New and amended standards adopted by the Company
A number of new and revised standards are effective for annual periods beginning on or after 1 January 2018
which have been adopted by the Company. Information on these new standards is presented below:

Standard or Interpretation Effective for annnal periods beginning
IFRS 9 Financial Instroments: Classification and Measurement 1 January 2018
IFRS 15 Revenue from Contracts with Custotners 1 January 2018
[FRIC 22 Foreign Currency Transactions and Advance Consideration 1 January 2018

IFRS 9 Financial Instruments

The [ASB published IFRS 9 ‘Financial Instruments’ (2014), representing the completion of its project to replace
IAS 39 ‘Financial Instruments: Recognition and Measurement’. The new standard introduces extensive changes
to IAS 39’s guidance on the classification and measurement of financial assets and introduces a new ‘espected
credit loss’ model for the impairment of financial assets, IFRS 9 also provides new guidance on the application
of hedge accounting,

The main areas of impact are as follows:

e the classification and measurement of the financial assets are based on the new criteria that considers
the assets’ contractual cash flows and the business model in which they are managed.

® an expected credit loss-based impairment is recognised on the trade receivables and investments in
debt-type assets currently classified as available for sale and held-to-maturity, unless classified as at fair
value through profit or loss in accordance with the new criteria.

* itis no longer possible to measute equity investments at cost less impairment and all such investnents
are instead measured at fair value. Changes in fair value are presented in profit or loss unless an
rrevocable designation is made to present them in other comprehensive income.

e if the fair value option continues to be elected for certain financial liabilities, fair value movements are
presented in other comprehensive income to the extent those changes relate to own credit risk.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair
value through other comprehensive income (FVOCI) and Fair value through profit or loss (FVTPL). The
standard eliminates IAS 39 categories of held to maturity, loans and receivables and available for sale.

Further, the gains and losses on subsequent measurement of debt type financial instruments measured at Fair
Value Through Other Comprehensive Income (FVOCI) are now recognised in equity and will be recycled to
profit or loss on derecognition of reclassification.

However, gains or losses on subsequent measurement of equity type financial assets measured at FVOCT are
now recognised in equity and not recycled to profir or loss on derecognition. Dividend income on these assets
continues to be recognised in profit or loss.

Based on the analysis of the Company’s financial assets and liabilities as at 1 April 2018 and of the circumstances
that existed at that date, management of the Company have determined the impact of implementation of IFRS
9 on the financial information of the Company as follows:



Notes to the financial statements (continued)

4 Changes in accounting policies (continued)
4.1 New and amended standards adopted by the Company (continued)
IFRS 9 Financial Instruments (continued)

Classifecation and measurement:

Loans as well as trade receivable are held to collect contractual cash flows and are expected to give rise to cash
flows representing solely payments of ptincipal and interest. Management analysed the contractual cash flow
characteristics of those instruments and concluded that they meet the criteria for amortised cost measurement
under IFRS 9. Therefore, reclassification for these instruments is not required.

The following table explains the original measurement categories under TAS 39 and the new measurement
categories under IFRS 9 for each class of the Cotpany’s financial assets as at 1 April 2018,

IAS 39 IFRS 9
Cartrying Carrying
Classification amount Classification amournt
KD KD
Financial assets
Accounts receivable and other assets Loans and
{excluding prepayments) receivables 18,101 Amortised cost 18,101
Loans and
Cash and bank balances receivables 10,176 Amortised cost 10,176
Total financial assets 28277 28,277

There is no impact on the financial liabilides of the Company and will continue to be measured at amortised
cost.

Tmpairment:

IEFRS 9 requires the Company to record expected credit losses (ECL) on all of its financial assets measured at
amortised cost. ECL are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Company expects to receive. The shortfall is then discounted at an
approximation to the asset’s original effective interest rate. Under IFRS 9, the Company measures ECL as
follows:

. 12-month ECLs: these are ECLs thar result from possible default events within the 12 months after the
reporting date; and
) lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a

financial instrument

The Company has applied simplified apptoach to impairment for the accounts receivable and other assets as
required or permitted under the standard. The Company has established a provision matrix that is based on the
Company’s historical credit loss expetience, adjusted for forward-looking factors specific to the debtors and
the economic environment.

Management determined that the additonal impairment requited by this standard was not material 2nd
accordingly, the Company did not recognise any additional impaitment losses on its accounts receivable and
other assets as at 1 Aptil 2018,



Notes to the financial statements (continued)

4 Changes in accounting policies (continued)

4.1 New and amended standards adopted by the Company (continued)
IFRS 9 Financial Instruments (continued)

Summary of impact on application of IFRS 9:

As allowed by the transition provisions of IFRS 9, the Company elected not to restate comparative information
for prior periods with respect to classification and measurement, and impairment requirements.

The implementation of IFRS 9 has resulted in the following impact:

31 Mar. Adjustments/ 1 Apr.
2018 reclassification 2018
KD KD KD
Assets
Accounts receivable and other assets (excluding prepayments) 18,101 - 18,101
Cash and bank balances 10,176 - 10,176

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaced TAS 18 “Revenues”, IAS 11 “Construction Contract” and several revenues — related
Interpretations and provides a new control-based revenue recognition model using five-step approach to all
contracts with customers.

The five steps in the model are as follows:
* Identify the contract with the customer
®  Identify the performance obligations in the contract
¢  Determine the transaction price
® Allocate the transaction price to the performance obligations in the contracts
* Recognise revenue when {(or as) the enriry satisfies a performance obligation.

The standard includes important guidance, such as:

* Contracts involving the delivery of two or more goods or services — when to account separately for
the individual performance obligations in a multiple element arrangement, how to allocate the
transaction price, and when to combine contracts

¢ Timing — whether revenue is required to be recognized over time or at a single point i time

* Variable pricing and credit risk — addressing how to treat arrangements with variable or contingent
(e.g. performance-based) pricing, and introducing an overall constraint on revenue

*  Time value — when to adjust a contract price for a financing component

*  Specific issues, including —

o non-cash consideration and asset exchanges
contract costs
rights of return and other customer options
supplier repurchase options
wattanties
principal versus agent
licensing
breakage
non-refundable upfront fees, and
consignment and bill-and-hold arrangements.

O 0 0 O 0 o 0 0 ¢

Adoption of this standard did not have a significant tmpact on the Company’s financial statements.



Notes to the financial statements (continued)

4 Changes in accounting policies (continued)
4.1 New and amended standards adopted by the Company (continued)

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The Interpretations looks at what exchange rate to use for translation when payments are made or received in
advance of the related asset, expense or income. A diversity was observed in practice in circumstances in which
an entity recognises a non-monetary liability arising from advance consideration. The diversity resulted from
the fact that sotne entities were recognising revenue using the spot exchange rate at the date of the receipt of
the advance consideration while others were using the spot exchange rate at the date that revenue was
recognized. IFRIC 22 addresses this issue by clarifying that the date of the transaction for the purpose of
determining the exchange rate to use on initial recognition of the related asset, expense or income (or part of
it) is the date on which an entity initially recognises the non-monetary asset or non-monetary liability arising
from the payment or receipt of advance consideration.

Adoption of these amendments did not have a significant impact on the Company’s financial information

4.2 IASB Standards issued but not yet effective

At the date of authorisadon of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published by the ITASB but are not yet effective, and have not
been adopted eatly by the Company.

Management anticipates that all of the relevant pronouncements will be adopted in the Company’s accounting
policies for the first period beginning after the effective date of the pronouncements. Information on new
standards, amendments and interpretations that are expected to be relevant to the Company’s financial
statements 1s provided below. Certain othet new standards and interpretations have been issued but are not
expected to have a material impact on the Company’s financial statements.

Standard or Interpretation Effective for annual periods begtnning
IFRS 16 Leases 1 January 2019
IAS 1 and TAS 8 - Amendments 1 Januvary 2020

IFRS 16 Leases

IFRS 16 will replace TAS 17 and three related Interpretations. Leases will be recorded on the statement of
financial position in the fortn of a dght-of-use asset and a lease liability.

Management is yet to fully assess the impact of the Standard and therefore is unable to provide quantified
intormation. However, in order to determine the impact, management is in the process of:
* performing a full review of all agreements to assess whether any additional contracts will now become
a lease under IFRS 16’s new definition

® deciding which transitional provision to adopt; either full retrospective application or partial
retrospective application (which means comparatives do not need to be restated). The partial
application method also provides optional relief from reassessing whether contracts in place are, or
contain, a lease, as well as other reliefs. Deciding which of these practical expedients to adopt is
important as they are one-off choices

* assessing their current disclosures for finance and operating leases as these are likely to form the basis
of the amounts to be capitalised and becotmne right-of-use assets

®  determining which optional accounting simplifications apply to their lease portfolio and if they are
going to use these exemptions

® assessing the additional disclosures that will be required.



Notes to the financial statements (continued)

4 Changes in accounting policies (continued)
4.2 IASB Standards issued but not yet effective (continued)

IAS 7 and IAS 8 — Amendments
The amendments to IAS 1 and IAS 8 clarify the definition of ‘material’ and align the definition used in the
Conceptual Framework and the standards.

Management does not anticipate that the application of the amendments in the future will have a significant
mmpact on the Company’s financial statements.

5 Significant accounting policies
The significant accounting policies adopted in the preparation of the financial statements are set out below.

5.1 Basis of preparation
The financial statements of the Company have been prepared under historical cost convention.

Although the fiscal year of the Company as stated in its Memorandum of Incorporation starts at 1 January and
ends at 31 December of each year, the Company’s owners have elected to issue these financial statements for
the year ended 31 March 2019 for management purposes and consolidation with the Parent Company’s
financial statements.

The financial statements have been presented in Kuwaiti Dinars (“KID”), which is the functional and
presentation currency of the Company.

The Company has elected to present the “statement of profit or loss and other comprehensive income” in one
statement.

5.2 Revenue

Revenue is measured based on the consideration to which the Comjpany expects to be entitled in a contract
with a customer and excludes amounts collected on behalf of third parties. The Company recognises revenue
when it transfers control of a service to a customer.

The Company follows a 5-step process:

Identifying the contract with a customer

Identifying the performance obligations

Determining the transaction price

Allocating the transaction price to the performance obligations
Recognising revenue when/as performance obligation(s) are satisfied.

S NS

The total transaction price for a contract is allocated amongst the various performance obligations based on
their relative stand-alone selling prices. The transaction price for a contract excludes any amounts collected on

behalf of third parties.

Revenue 1s recognized either at a point in time or over time, when (or as) the Company satisfies performance
obligations by transferring the promised goods or services to its customers.



Notes to the financial statements (continued)

5 Significant accounting policies (continued)

5.2 Revenue (continued)

The Company recognizes contract liabilities for consideration received in respect of unsatisfied performance
obligations and repotts these amounts, if any, as other liabilities in the statement of financial position. Similarly,
if the Company satisfies a performance obligation before it receives the consideration, the Company recognises
either a contract asset or a receivable, if any, in its statement of financial position, depending on whether
something other than the passage of time is required before the consideration is due.

5.2.1 Revenue from beauty and slimming services

Revenue from fees received from client towards beauty and slimming packages are recognized on a pro-rata
basis over the period of the package. Accordingly, fees related to periods falling after the year end is recognised
on deferred basis.

5.2.2  Revenue from the sales of beauty products
Revenue from the sales of beauty products is recognized net of discounts, when the significant risks and rewards
of ownership have passed to the buyer and the amount is measured reliably.

5.3 Operating expenses
Operating expenses are recognised in statement of profit or loss and other comprehensive income upon
utilisation of the service or at the date of their origin.

5.4 Property and equipment

Property and equipment are initially recognised at acquisition cost, including any costs directly attributable to
bringing the assets to the location and condition necessary for it to be capable of operating in the manner
mtended by the Company’s management.

Property and equipment are subsequently measuted using the cost model, cost less subsequent depreciation
and impairment losses. Depreciation is recognised on a siraight-line basis to write down the cost less estimated
residual value. The useful life and deprediation method are reviewed periodically to ensure that the method and
period of depreciation are consistent with the expected pattern of economic benefits arising from items of
property and equipment.

The following useful lives applied are as follows:

* Fixture and fittings: 9 years
* Equipment: 10 years
+ Computers: 4 years
¢ Furniture: 7 years

5.5 Inventory

Inventory is stated at the lower of cost and net realisable value. Costs are those expenses incurred in bringing
each product to its present location and condition on 2 weighted average basis. Net realisable value is based on
estimared selling price less any further costs expected to be incurred on completion and disposal.



Notes to the financial statements (continued)

5 Significant accounting policies (continued)
5.6 Financial instruments

5.6.1 Recognition, initial measurement and derecognition

Financial assets and financial liabilities are recognised when the Company becomes =z party to the contractual
provisions of the financial instrument and are measured initially at fair value adjusted by transactions costs,
except for those carried at fair value through profit ot loss which are measured initially at fair value.

Subsequent measurement of financial assets and financial liabilities are described below.

A financial asset (or, where applicable a part of financial asset or part of group of similar financial assets) is
derecognised when:

¢ rights to receive cash flows from the assets have expired;

* the Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows i full without material delay to a third party under a ‘pass through’ atrangement
and etther

{a) the Company has transferred substantially all the risks and rewards of the asset or
(b) the Company has neither transferred nor retained substantially all risks and rewards of the asset but
has transferred control of the asset.

Where the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement and has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, a new asset is recognised to the extent of the Company’s continuing
involvement in the asset.

A financial liability is derecognised when the obligation under the liability is discharged ot cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms,
ot the terms of an existing liabiliry are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in statement of profit or loss and other comprehensive income.

5.6.2  Classification of financial assets
For the purpose of subsequent measurement, financial assets ate classified into the following categories upon
initial recognition:

* finzncial assets at amortised cost

The classification is determined by both:
* the entity’s business model for managing the financial asset
* the contractual cash flow characteristics of the financial asses.

The Company may make the following itrevocable election/designation at initial recognition of a financial asset:
¢ the Company may irrevocably elect to present subsequent changes in fair value of an equity investment

in other comprehensive income if certain ctiteria are mel; and
¢ the Company may irrevocably designate a debt investment that meets the amortised cost or FVTOCI
criteria as measured at FVIPL if doing so eliminates or significanily reduces an zccounting mismatch.



Notes to the financial statements (continued)

5 Significant accounting policies (continued)
5.6 Financial instruments (continued)
5.6.2  Classification of financial assets (continued)

a) Financial assets at amortised cost
Financial assets are measured 2t amortised cost if the assets meet the following conditions (and are not

designated as FVTPL):

® they are held within a business model whose objective is to hold the financial assets and collect its
contractual cash flows

® the contractual terms of the financial assets give rise to cash flows that are solely payments of pincipal
and interest on the principal amount outstanding

After initial recognition, these are measured at amortised cost using the effective interest rate method, less
provision for impairment. Discounting is omitted where the effect of discounting is immaterial.

The Company’s financial assets at amortised cost comprise of the following:

o _Accounts receivable and other aiiets

Accounts receivable and other assets are stated at otiginal invoice amount less allowance for any uncollectible
amounts. An estimate for doubtful debts is made when collection of the full amount is no longer probable.
Bad debts are written off as incurred.

e Cash and bank balancer
Cash and bank balances comprise cash in hand and bank balances which are subject to an insignificant risk of
changes in value.

5.6.3 Impairment of financial assets

All financial assets except for those at FVTPL and equity investments at FVTOCI are subject to review for
impairment at least at each reporting date to identify whether there is any objective evidence that a financial
asset or a group of financial 2ssets 1s impaired. Different criteria to determine impairment are applied for each
category of financial assets, which are described below.

The Company recognises a loss allowance for expected credit losses (“ECL”) on financial assets at amortised
cost or at FVTOCL

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows
that ate due to the Company in accordance with the contract and all the cash flows that the Company expecis
to receive. The amount of expected credit losses is updated at each reporting date to reflect changes in credit
risk since initial recognition of the respective financial asset.

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probabiliry of
default and loss given default is based on historical data adjusted by forward - looking information as described
above. As for the exposure at default, for financial assets, this is represented by the asset’s gross carrying amount
at the reporting date.
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5 Significant accounting policies (continued)
5.6 Financial instruments (continued)

5.6.3 Impairment of financial assets (continued)

The Company recognises lifeime ECL for accounts receivable and other assets. The expected credit losses on
these financial assets are estimated using a provision matrix based on the Company’s historical credit loss
experience, adjusted for factots that are specific to the debtoss, 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.

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-month ECL represents the portion of lifetime ECL that
is expected to result from default events on a financial instrament that are possible within 12 months after the
reporting date.

The Company recognises an impaitment gain or loss in the statement of profit or loss for all financial assets
with a corresponding adjustment to their carrying amount through a loss allowance account, except for
investments in debt instrutnents that are measured at FVTOCI, for which the loss allowance is recognised in
other comprehensive income and accumulated in the investment revaluation reserve, and does not reduce the
carrying amount of the financial asset in the statement of financial position.

1f the Company has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at the current reporting date that the conditions for lifetime
ECL are no longer met, the Company measures the loss allowance at an amount equal to 12-month ECL at the
current reporting date, except for assets for which simplified approach was used.

5.6.4  Classification and subsequent measurement of financial liabilities
The Company’s financial liabilities include accounts payable and other liabilities.

The subsequent measurement of financial Habilities depends on their classification as follows:

*  Financial iabilities at amortsed cosr
These are stated using effective interest rate method. Accounts payable and other liabilities and due to related
patty are classified as financial liabilities other than at FYTPL.

o Accounts payabie and other fLabilities
Accounts payable and other liabilities are recognised for amounts to be paid in the future for goods or services
recetved, whether billed or not.

5.7 Impairment testing of non-financial assets

An impairment {oss is recognised for the amount by which the asset’s or cash-generating unit’s carrying amount
exceeds its recoverable amount, which is the higher of fair value less costs to sell and value-in-use. To determine
the value-in-use, management estimates expected future cash flows from the asset ot each cash-generating unit
and determines a suitable interest rate in order to calculate the present value of those cash flows, The data used
for impairment testing procedures are directly linked to the Company’s latest approved budget, adjusted as
necessary to exclude the effect of future reorganisations and assets enhancements. Discount factors are
determined individually for each asset or cash-generating unit and reflect management’s assessment of
respective risk profiles, such as market and asset-specific risks factors.
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5 Significant accounting policies (continued)

557 Impairment testing of non-financial assets (continued)

Impairment loss 1s charged pro rata to the assets in the cash-generating unit. With the exception of goodwill,
all zssets are subsequently reassessed for indications that an impairment loss previously recognised may no
longer exist. An impairment charge is reversed if the cash-generating unit’s recoverable amount exceeds its
carrying amount.

5.8 Trade and settlement date accounting

All ‘regular way’ purchases and sales of financial assets ate recognised on the trade date i.e. the date that the
entity commirs to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in
the marlket place.

5.9 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial
position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle the liabilities simultanecusly.

510  Equity and reserves
Share capital represents the nominal value of shares that have been issued and paid up.

Accumulated losses include all current and prior period losses. All transactions with owners of the Company
are recorded separately within equity.

511  Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past
event, it is probable that an outflow of economic resources will be required from the Company and amounts
can be estimated reliably. Timmg or amount of the outflow may still be uncertain.

Provisions are measured at the estimated expenditure required to seitle the present obligation, based on the
most reliable evidence available at the reporting date, including the risks and uncertainties associated with the
present obligation. Where there Is a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. Provisions are discounted to their
present values, where the time value of money is material.

Contingent assets are not recognised in the financial statements, but are disclosed when an inflow of economic
benefits is probable.

Contingent liabilities are not recognised in the statement of financial position, but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

512  Employees’ end of service benefits

The Company provides end of service benefits to its employees. The entitlement to these benefits is based
upon the employees’ final salary and length of service, subject to the completion of a minimum service period
in accordance with relevant labour law and the employees’ contracts. The expected costs of these benefits are
accrued over the period of employment. This liability, which is unfunded, represents the amount payable to
each employee as a result of termination on the teporting date.

With respect to its Kuwait national employees, in addition to the end of service benefits, the Company makes
contributions to the Public Institution for Social Security calculated as a percentage of the employees’ salaries.
The Company’s obligations are limited to these contributions, which are expensed when due.
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5 Significant accounting policies (continued)

5.13  Foreign currency transactions and balances

Foteign cutrency transactions are translated into the functional cutrency of the respective entity, using the
exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and
losses resulting from the settlement of such transactions and from the remeasurement of monetary items
denominated in foreign currency at year-end exchange rates are recognised in profit or loss. Non-monetary
items are not retranslared at year-end and are measured at historical cost (translated using the exchange rates at
the transaction date), except for non-monetary items measured at fair value which are translated using the
exchange rates at the date when fair value was determined.

5.14  Related party transactions

Related parties represent Parent Company, partners, key management personnel of the Company, and
companies of which they are principal owners or over which they are able to exercise significant influence or
joint control. Pricing policies and terms of these transactions are approved by the Company’s management.

6 Significant management judgments and estimation uncertainty

The preparation of the Company’s financial statements requires management to make judgments, estimates
and assumptions thar affect the reported amount of revenues, expenses, assets and liabilities and the disclosure
of contingent liabilities, at the end of the reporting period. However, uncertainty about these assumptions and
estimates could result in outcomes that requite 2 material adjustment to the carrying amount of the asset or
liability affected in future periods.

6.1 Significant management judgments
In the process of applying the Company’s accounting policies, management has made the following significant
judgments, which have the most significant effect on the amounts recognised in the financial statements:

6.1.1  Business model assessment

The Company classifies financizl assets after performing the business model test {please see accounting policy
for financial instruments sections in note 5.6). This test includes judgement reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance measured and the risks that
affect the performance of the assets. Monitoring is part of the Company’s continuous assessment of whether
the business model for which the remaining financial assets are held continues to be approptiate and if it is not
appropriate whether there has been a change in business model and so a prospective change to the classification
of those assets.

6.2 Estimates uncertainty

Information abont estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses is provided below. Actnal results may be substantially
different.

6.2.1  Useful lives of depreciable assets
Management reviews its estimate of the useful lives of depreciable assets at each reporting date, based on the
expected utility of the assets. Uncertainties in these estimates relate to technical obsolescence that may change
the utility of certain property and eguipment.

6.2.2 Impainment of inventories

Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete,
an estimate is made of their net realisable value. For individually sipnificant amounts this estimation is
performed on an individual basis. Amounts which are not individually significant, but which are old or obsolete,
are assessed collectively and a provision applied according to the inventory type and the degree of ageing or
obsolescence, based on historical selling prices.
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6 Significant management judgments and estimation uncertainty
(continued)
6.2 Estimates uncertainty (continued)

6.2.2 Impairment of inventories (continued)

Management estimates the net realisable values of inventories, taking into account the most reliable evidence
available at each reporting date. The future realisation of these inventories may be affected by future technology
or other market-driven changes that may reduce future selling prices. Any difference between the amounts
actuzlly realised in furare periods and the amount expected will be recognised in the statement of profit or loss
and other comprehensive income.

6.2.3 Impairment of financial assets

Measurement of estimated credit losses involves estimates of loss given default and probability of default. Loss
given defaultis an estimate of the loss arising in case of default by customer. Probability of default is an estimate
of the likelihood of default in the future. The Company based these estimates using reasonable and supportable
torward looking information, which is based on assumptions for the future movement of different economic
drivets and how these drivers will affect each other.

7 Property and equipment

Fixtures and

fittings Equipment  Computers Furniture Total
KD KD KD KD KD

31 March 2019
Cost
At 1 April 2018 1,637,166 60,059 5,360 17,945 1,720,530
Additions - 44,747 - - 44,747
At 31 March 2019 1,637,166 104,806 5,360 17,945 1,765,277
Accumulated depreciation
At 1 April 2018 658,402 19,939 4.815 7,017 690,173
Charge for the year 181,907 9,160 482 2,564 194,113
At 31 March 2018 840,309 29,099 5,297 9,581 884,286
Net book value at
31 March 2019 796,857 75,707 63 8,364 880,991
31 March 2018
Cost
At 1 Aprit 2017 1,613,658 58,767 5,260 17,945 1,695,630
Additions 23,508 1,292 100 - 24,900
At 31 March 2018 1,637,166 60,059 5,360 17,945 1,720,530
Accumulated depreciation
At 1 April 2017 478,970 14,062 3,487 4,455 500,974
Charge for the year 179,432 5877 1,328 2,562 189,199
At 31 March 2018 658,402 19,939 4,815 7,017 690,173

Net book value at
31 March 2018 978,764 40,120 545 10,928 1,030,357




VLLQ International Kuwait Honlth Care Institute Company - WLL 20
Financisd $tatemoents
3% Mauroh 20148
Notes to the financial statements (continued)
a8 Inventories
31 March 31 March
2019 2018
KD KD
Inventory for sale 3,308 2,315
Consumer products stocks - 965
3,308 3,280
9 Accounts receivable and other assets
31 March 31 March
2019 2018
KD KD
Financial assets:
Staff receivables 3,709 1,232
Refundable deposits 16,869 16,869
20,578 18,101
Non-financial assets:
Prepaid expenses 1,468 1,404
22,046 19,505

10 Share capital

At 31 March 2019, the authorised, issued and paid up capital comprised of 100 shares of KD250 each (2018:

100 shares of KID250 each} distribured as follows:

Number Nominal
of shares vaiue
KD
Mr.Loay Abdulaziz Khalid AlAbdulrazak 51 12,750
VLCC International inc — British Virgin Islands 49 12,250
100 25,000
11 Accounts payable and other liabilities
31 March 31 March
2019 2018
KD KD
Trade payable 12,150 13,241
Leave and accrued expenses 53,317 42,520
Advances received from customers 9,241 12,809
74,708 68,570

12 Related party balances and transactions

Related parties represent Parent Company, partners, directors and key management personnel of the Company,
and companies of which they are principal owners or over which they are able to exercise significant influence
or joint control. Pricing policies and terms of these transactions are approved by the Company’s management.
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12 Related party balances and transactions {(continued)
Details of significant related party balances and transactions are as follows:

31 March 31 March
2019 2018
KD KD
Statement of financial position
Due to VLCC International Inc — British Virgin sland — Parent Company 2,279,434 2,132,914
Year ended Year ended
31 March 31 March
2019 2018
KD KD
Statement of profit or loss and other comprehensive income
Rent expenses 77,400 77,400
Staff costs 58,900 60,520

Balance due to Parent Company does not carry any interest and have no specific repayment terms,

13 Risk management objectives and policies
The Company’s activities expose it to variety of financial risks: market risk (including curtency risk, interest rate
risk, and price risk), credit risk and liquidity risk.

The management of the Company is ultimately responsible for the overall risk management and for approving
risk strategies and principles. The Company’s risk management focuses on actively securing the Company’s
short to medium term cash flows by minimizing the potential adverse effects on the Company’s financial
performance.

The Company does not enter into or trade financial instruments, including derivative financial instruments, for
speculative purposes.

The most significant financial risks to which the Company is exposed ate described below.
13.1 Market risk

a) Foreign currency risk

Foreign currency risk is the risk that the value of monetary financial instruments will fluctuate due to changes
in foreign exchange rates. As at the reporting date the Company does not have any significant exposure to
foreign currency denominated monetary assets or tonetary liabilities and therefore, the Company is not
exposed to any sighificant foreign currency risks.

b) Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the
fair values of financial instruments. The Company does not have any significant interest earning assets/beating
liabilittes and consequently it is not exposed to any significant interest rate risks.

c) Equity price risk
Price risk arises from the possibility that changes in matket prices will affect future profitability or fair value of
financial instruments. The Company is not exposed to equity price risk.

13.2  Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss.
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13 Risk management objectives and policies (continued)

13.2  Credit risk (continued)
The Company’s exposure to credit risk is limited to the carrying amounts of financial assets recognised at the
reporting date, as sumimarized below:

31 March 31 March
2019 2018
KD KD
Accounts receivable and other assets — note 8 20,578 18,101
Bank balances 12,151 8,332
32,729 26.433

Bank balances are maintained with high credit quality financial institutions.

13.3  Liquidity risk
Liquidity risk is the sk that the Company will be unable to meet its liabilities when they fall due. T'o Limit this risk
management has arranged diversified funding sources, managed assets with liquidity in mind, and monitored
liquidity on a daily bass.
The table below summarises the matutity profile of the Company’s financial liabilites. The maturities of liabilities
have been determined on the basis of the remaining period from the reporting date to the contractual maturity

date.

The Company maturity profile of financial liabilities based on discounted contractual arrangement is as follows:

Upto1 1.3 3.12
month months months Total
KD KD KD KD
2019
Accounts payable and other liabilities - excluding
advances received from customers 8,090 26,100 31,277 65,467
8,090 26,100 31,277 65,467
2018
Accounts payable and cther liabilities- excluding
advances received from customers 20,241 28,925 6,595 55,761
20,241 28,925 6,595 55,761

14 Fair value measurement

14.1  Fairt value hierarchy

Fair value represents the price that would be received to sell an asset or paid to transfer a lability in an ordetly
transaction between market participants at the measurement date.

Financial assets and financial liabilities measured at fair value in the statement of financial position are grouped
into three Levels of a fair value hierarchy. The three Levels are defined based on the observability of significant
inputs to the measurement, as follows:

o Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilites;
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14 Fair value measurement (continued)

14.1 Fair value hierarchy (continued)
e Level 2 fair value measurements are those derived from inputs other than quoted ptices that are observable
for the asset or hability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

* Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
or liability that are not based on observable market datz (unobservable inputs).

14.2 Fair value measurement of financial instruments
The carrying amounts of the Company’s financial assets and liabilities as stated in the statement of financial
position are as follows:

31 March 31 March
2019 2018
KD KD
Financial assets:
Financial assets at amortised cost:
Accounts receivable and other assets —~ note 8 20,578 18,101
Cash and bank balances 12,852 10,176
33,430 28,277
Financial liabilities:
Financial liabilities at amortised cost:
Accounts payable and other liabilities - excluding advances received from customers 65,467 55,761
65,467 55,761

Management considers that the carrying amounts of loans and receivable and all financial liabilities, which are
stated at amortised cost, approximate theit fair values.

15 Capital risk management
The Company’s capital management objectives ate to ensure that it will be able to continue as a going concern
and to provide adequate return to its partners through optimisation of the capital structure.

The capital of the Company consists of total equity. The Company manages the capital structure and makes
adjustments in the light of changes in economic conditions and risk characteristics of the underlying assets. In
order to maintain or adjust the capital structuee, the Company may adjust the amount of dividends paid to
partners or issue new shares. The management monitors the Company’s return on equity.



