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KPMG Lower Gulf Limited

Level 13, Boulevard Plaza Tower One

Mohammed Bin Rashid Boulevard, Downtown Dubai, UAE
Tel. 4971 (4) 403 0300, Fax +971 (4) 330 1515

Independent Auditors’ Report on Review of Condensed Consolidated
Interim Financial Statements

To the Shareholders of Unikai Foods (P.J.S.C.)
Introduction

We have reviewed the accompanying 31 March 2018 condensed consolidated
interim financial statements of Unikai Foods (P.J.S.C.) (“the Company”) and its
subsidiary (collectively referred to as “the Group”), which comprise:

e the condensed consolidated income statement for the three month period
ended 31 March 2018;

e the condensed consolidated statement of profit or loss and other
comprehensive income for the three month period ended 31 March 2018;

e the condensed consolidated statement of financial position as at 31 March
2018;

e the condensed consolidated statement of cash flows for the three month
period ended 31 March 2018;

e the condensed consolidated statement of changes in equity for the three
month period ended 31 March 2018; and

e notes to the condensed consolidated interim financial statements.

Management is responsible for the preparation and presentation of these
condensed consolidated interim financial statements in accordance with IAS 34,
‘Interim Financial Reporting’. Our responsibility is to express a conclusion on
these condensed consolidated interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on
Review Engagements 2410, “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity”. A review of the interim financial
statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.



Unikai Foods (P.J.S.C.)
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Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the accompanying condensed consolidated interim financial
statements as at 31 March 2018 are not prepared, in all material respects, in
accordance with /AS 34, ‘Interim Financial Reporting’.

KPMG Lo d

Fawzi AbuRass
Registration No.: 968
Dubai, United Arab Emirates

Date: 1 ) MAY 2018

KPMG Lower Gulf Limutad is 2 membed firm of the KPMG retwort of ndapendem member fums affihaed vath KPMG Internaucnal
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Unikai Foods (P.J.S.C.) and its subsidiary

Condensed consolidated income statement
for the three month period ended 31 March 2018 (unaudited)

Revenue

Cost of sales

Gross profit

Administrative, selling and distribution expenses
Impairment loss on trade receivables
Operating loss for the period
Finance costs

Loss on fair valuation of investments
Other income

Loss for the period before tax

Tax expense

Loss for the period

Loss attributable to:
Owners of the Company

Earnings per share
Loss per share — basic (AED)

Note

12

10

21

Three month period ended

31 March

2018 *2017
AED 000 AED 000
73,484 63,376
(59,165) (46,313)
43 1706
(28,318) (25,853)
(800) -
14799 @®790)
(2,285) (1,447)
@ =

813 732
a6273) (9,509
(16,273) (9-,-;)5)
(16,273) (9,505)
(0.503) (0.294)

* The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under the transition method
chosen, comparative information is not restated. Refer to note 4.

The notes on pages 9 to 25 are an integral part of these condensed consolidated interim financial statements.

The independent auditors” report on review of condensed consolidated interim financial statements is set

out on pages 1 and 2.



Unikai Foods (P.J.S.C.) and its subsidiary

Condensed consolidated statement of profit or loss and other comprehensive income
Jor the three month period ended 31 March 2018 (unaudited)

Three month period
ended 31 March

Note 2018 *2017
AED 000 AED 000

Loss for the period (16,273) (9,505)
Other comprehensive income:

Items that will not be reclassified to profit or loss

Revaluation of a building 8 6,188 -

Items that are or may be reclassified subsequently to profit or loss

Available-for-sale investments — net change in fair value 10 - 2
Other comprehensive income for the period 6,188 2
Total comprehensive loss for the period (10,085) (9,503)

Total comprehensive loss
attributable to:
Owners of the Company (10,085) (9,503)

|

* The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under the transition method
chosen, comparative information is not restated. Refer to note 4.

The notes on pages 9 to 25 are an integral part of these condensed consolidated interim financial statements.

The independent auditors’ report on review of condensed consolidated interim financial statements is set
out on pages 1 and 2.
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Unikai Foods (P.J.S.C.) and its subsidiary

Condensed consolidated statement of financial position

as at 31 March 2018
31 March 31 December 31 March
2018 *2017 *2017
AED 000 AED 000 AED 000
Note (Unaudited) (Audited) (Unaudited)
Non-current assets
Property, plant and equipment 8 37,211 41,322 30,973
Available for sale investments 10 - 5,595 5,905
Investment property 9 12,500 - -
49,711 46,917 36,878
Current assets
Inventories 11 59,022 63,748 49,495
Trade and other receivables 12 86,480 92,887 49,784
Investments at fair value through profit or loss 10 13,885 - -
Due from a related party 18 218 184 147
Cash in hand and at bank 13 7,057 7,616 9,216
Assets held for sale - - 12,069
166,662 164,435 120,711
Total assets 216,373 211,352 157,589
Equity
Share capital 32,368 32,368 30,250
Bonus shares - - 2,118
Legal reserve 2,366 2,366 1,484
Restricted reserve 792 792 792
Revaluation surplus 8 6,188 - -
(Accumulated losses)/retained earnings 14 (15,525) 1,659 (9,320)
Fair value reserve - (1 59
26,189 37,184 25,383
Non-current liabilities
Provision for staff terminal benefits 7,502 7,408 6,565
Long term borrowings 15 - - 13,547
7,502 7,408 20,112
Current liabilities
Short term borrowings 15 137,550 113,170 71,067
Trade and other payables 16 44,839 53,090 39,868
Due to related parties 18 6 213 750
Provision for tax 17 287 287 409
182,682 166,760 112,094
Total liabilities 190,184 174,168 132,206
Total equity and liabilities 216,373 211,352 157,589

*The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under the transition method chosen, comparative
information is not restated. Refer to note 4.

The notes set out on pages 9 to 25 form an integral part of these condensed consolidated interim financial statements.

The independent auditors’ report on review of condensed consolidated interim financial statements is set out on pages 1 and 2.

Thi ﬁoﬁ%nsiﬂigonsolidated interim financial statements was authorized for issue on behalf of the Board of Directors on

e *
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Unikai Foods (P.J.S.C.) and its subsidiary

Condensed consolidated statement of cash flows
for the three month period ended 31 March 2018 (unaudited)

31 March 31 March
2018 *2017
AED 000 AED 000
Cash flows from operating activities
Loss for the period (16,273) (9,505)
Adjustments for:
Depreciation 1,250 1,531
Finance costs 2,285 1,447
Impairment loss on trade receivables 800 =
Loss on fair valuation of investments 2 -
Gain on disposal of property, plant and equipment ) (1
Provision for employee end-of-service benefits 370 381
Operating loss before changes in working capital (11,568) (6,147)
Changes in:
- inventories 4,726 (4,098)
- trade and other receivables (1,991) (6,184)
- trade and other payables (10,888) 4,398
- due to related parties 207) 168
- due from a related party (34 (1,215)
Employees’ end-of-service benefits paid 276) (140)
Taxes paid - (190)
Net cash used in operating activities (20,238) (13,408)
Cash flows from investing activities
Proceeds from disposal of property, plant and equipment 38 2
Acquisition of property, plant and equipment (3,487) (1,578)
Net cash used in investing activities (3,449) (1,576)
Cash flows from financing activities
Net movement in bank borrowings 22,424 17,018
Interest paid (1,252) (844)
Net cash from financing activities 21,172 16,174
Net (decrease)/increase in cash and cash equivalents (2,515) 1,190
Cash and cash equivalents at the beginning of the period 1,357 5,357
Cash and cash equivalents at end of period (1,158) 6,547
Cash and cash equivalents comprise:
Cash in hand and at bank (note 13) 7,057 9,216
Bank overdraft (note 15) (8,215) (2,669)
(1,158) 6,547

* The Group has initially applied IFRS 15 and IFRS 9 at 1 January 2018. Under the transition method chosen,
comparative information is not restated. Refer to note 4.

The notes on pages 9 to 25 are an integral part of these condensed consolidated interim financial statements.

The independent auditors report on review of condensed consolidated interim financial statements is set out on pages 1
and 2.
6
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Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

1. Reporting entity

Unikai Foods (P.J.S.C.) (“the Company”) is a Public Shareholding Company incorporated on 11 April
1977 by a Decree from His Highness, The Ruler of Dubai. The Company’s equity securities are listed
on Dubai Financial Market. The Company holds 100% equity in Unikai and Company LLC (“the
Subsidiary”), registered as a limited liability company in the Sultanate of Oman under Commercial
Register No. 3/74. The Company and its Subsidiary are collectively referred to as “the Group”. The
legal status of the Subsidiary is set out in note 20.

The Group is engaged in the manufacturing of dairy, juice and ice cream products and import of various
kinds of food products for distribution throughout the Gulf and other countries. The trading activities
of the Group are carried on in the name of “Unikai International” for which the Company holds a
separate trade license with the name “Unikai International P.J.S.C.”. The registered address of the
Company is P.O. Box 6424, Dubai, UAE.

2. Basis of preparation
Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with [AS
34 Interim Financial Reporting, and should be read in conjunction with the consolidated financial
statements of the Group for the year ended 31 December 2017. They do not include all of the
information required for a complete set of IFRS financial statements. However, selected explanatory
notes are included to explain events and transactions that are significant to an understanding of the
changes in the Group’s financial position and performance since 31 December 2017.

This is the first set of the Group’s financial statements where IFRS 15 and IFRS 9 have been applied.
Changes to significant accounting policies are described in note 4.

Basis of measurement

These condensed consolidated interim financial statements have been presented on the historical cost
basis except for investment property, available for sale investments and investments carried at fair value
through profit or loss (“FVTPL”), which are measured at fair value.

Functional and presentation currency

These condensed consolidated interim financial statements are presented in United Arab Emirates
Dirham (“AED”), rounded to nearest thousand except when otherwise indicated, which is the
Company’s functional currency.

Accounting estimates and judgments

The preparation of condensed consolidated interim financial statements requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The significant judgments made by the management in applying the Group’s accounting policies and
the key source of estimation uncertainty were the same as those that were applied in preparation of the
consolidated financial statements of the Group as at and for the year ended 31 December 2017, except
for new significant judgements and key sources of estimation uncertainty related to the application of
IFRS 15 and IFRS 9, which are described in note 4.



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

3. Significant accounting policies

The accounting policies applied in the preparation of the condensed consolidated interim financial
statements are consistent with those applied by the Group in its consolidated financial statements as at
and for the year ended 31 December 2017, except for adoption of a new accounting policy on investment
properties (refer below) and changes in accounting policies due to the first time application of IFRS 15
and IFRS 9, which are described in note 4.

Investment properties

Investment property is property held either to earn rental income or for capital appreciation or for both,
but not for sale in the ordinary course of business, use in the production or supply of goods or services
or for administrative purposes. Investment property is initially measured at cost and subsequently at fair
value with any change therein recognised in profit or loss.

Cost includes expenditure that is directly attributable to the acquisition of the investment property. The
cost of self-constructed investment property includes the cost of materials and direct labour, any other
costs directly attributable to bringing the investment property to a working condition for their intended
use and capitalised borrowing costs.

Any gain or loss on disposal of an investment property (calculated as the difference between the net
proceeds from disposal and the carrying amount of the item) is recognised in profit or loss.

When the use of a property changes from owner-occupied to investment property, the property is
reclassified as investment property and carried at fair value, subsequently. On the day of the transfer,
any resulting fair valuation gain is carried as revaluation surplus under equity. Subsequent changes in
the fair value are recorded in profit or loss. The revaluation surplus is transferred to retained earnings
upon disposal/sale of the investment property.

When the use of a property changes such that it is reclassified as property, plant and equipment, its fair
value at the date of reclassification becomes its cost for subsequent accounting.

Financial assets and liabilities

The accounting policies, classifications and measurement principles for financial assets and liabilities
applied by the Group in these condensed consolidated interim financial statements are the same as those
applied by the Group in its consolidated financial statements as at and for the year ended 31 December
2017. These are disclosed in detail under note 3 in the Group’s consolidated financial statements as at
and for the year ended 31 December 2017, except for changes in accounting policies related to the
application of IFRS 15 and IFRS 9 during the current period, which are described in note 4.

4. Changes in significant accounting policies

The Group has initially adopted IFRS 15 Revenue from Contracts with Customers (refer note 4a) and
IFRS 9 Financial Instruments (refer note 4b) from 1 January 2018.

The changes in accounting policies are also expected to be reflected in the Group’s consolidated
financial statements as at and for the year ending 31 December 2018.

10



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)

4a IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaced IAS 18 Revenue, IAS 11 Construction Contracts and related
interpretations.

Revenue from sale of goods

Under IFRS 15, revenue is recognised when a customer obtains control of the goods or services.
Determining the timing of the transfer of control — at a point in time or over time — requires judgement.

The Group recognises revenue from sale of goods based on a five step model as set out in IFRS 15:

Step 1

Step 2

Step 3

Step 4

Step 5

Identify the contract(s) with a customer: A contract is defined as an agreement between two
or more parties that creates enforceable rights and obligations and sets out the criteria for every
contract that must be met.

Identify the performance obligations in the contract: A performance obligation is a promise in
a contract with a customer to transfer goods to the customer.

Determine the transaction price: The transaction price is the amount of consideration to which
the Group expects to be entitled in exchange for transferring promised goods to a customer,
excluding amounts collected on behalf of third parties.

Allocate the transaction price to the performance obligations in the contract: For a contract
that has more than one performance obligation, the Group will allocate the transaction price
to each performance obligation in an amount that depicts the amount of consideration to which
the Group expects to be entitled in exchange for satisfying each performance obligation.

Recognise revenue when (or as) the entity satisfies a performance obligation.

The Group satisfies a performance obligation and recognises revenue over time, if one of the following

criteria is met:

1. The customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs; or '

2. The Group’s performance creates or enhances an asset that the customer controls as the asset is
created or enhanced; or

3. The Group’s performance does not create an asset with an alternative use to the Group and the
entity has an enforceable right to payment for performance completed to date.

For performance obligations where one of the above conditions are not met, revenue is recognised at
the point in time at which performance obligation is satisfied.

When the Group satisfies a performance obligation by delivering the promised goods, it creates a
contract asset based on the amount of consideration earned by the performance. Where the amount of
consideration received from a customer exceeds the amount of revenue recognised, this gives rise to a
contract liability.

Based on the management’s assessment, the application of IFRS 15 has no significant impact on the
condensed consolidated interim financial statements of the Group as revenue recognition under the
revised accounting policy is similar to the revenue being recognized previously.

11



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)
4b IFRS 9 Financial Instruments

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and
some contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial Instruments.

The details of new significant accounting policies and the nature and effect of the changes to previous
policies are set out below:

Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of
financial liabilities. However, it eliminates the previous IAS 39 categories for financial assets of held
to maturity, loans and receivables and available for sale.

The adoption of IFRS 9 has not had a significant effect on the Group’s accounting policies related to
financial liabilities and derivative financial instruments. The impact of IFRS 9 on the classification and
measurement of financial assets is set out below.

Under IFRS 9, on initial recognition, a financial asset is classified as measured at: amortised cost;
FVTOCI - equity investment; or FVTPL. The classification of financial assets under IFRS 9 is
generally based on the business model in which a financial asset is managed and its contractual cash
flow characteristics. Derivatives embedded in contracts where the host is a financial asset in the scope
of the standard are never separated. Instead, the hybrid financial instrument as a whole is assessed for
classification.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

- itis held within a business model whose objective is to hold assets to collect contractual cash flows;
and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVTOCI if it meets both of the following conditions and is not
designated as at ¥V'I'PL:

- itis held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in the investment’s fair value in OCL. This election is made on an
investment-by-investment basis.



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)
4b IFRS 9 Financial Instruments (continued)
Classification and measurement of financial assets and financial liabilities (continued)

All financial assets not classified as measured at amortised cost or FVTOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the Group may
irrevocably designate a financial asset that otherwise meets the requirements to be measured at
amortised cost or at FVTOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

A financial asset (unless it is a trade receivable without a significant financing component that is
initially measured at the transaction price) is initially measured at fair value plus, for an item not at
FVTPL, transaction costs that are directly attributable to its acquisition.

The following accounting policies apply to the subsequent measurement of financial assets.
Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any interest or
dividend income, are recognised in profit or loss.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss.

Equity investments at FVTOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or
loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other net
gains and losses are recognised in OCI and are never reclassified to profit or loss.

4
Debt invesiments at FVOCI

These assets are subsequently measured at fair value. Interest income calculated using the effective
interest method, foreign exchange gains and losses and impairment are recognised in profit or loss.
Other net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated in
OCI are reclassified to profit or loss.

The effect of adopting IFRS 9 on the carrying amounts of financial assets at 1 January 2018 relates
solely to the new impairment requirements, as described further below.

The following table and the accompanying notes below explain the original measurement categories

under IAS 39 and the new measurement categories under IFRS 9 for each class of the Group’s financial
assets as at 1 January 2018.

13



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)

4b IFRS 9 Financial Instruments (continued)

Classification and measurement of financial assets and financial liabilities (continued)

Original Original New
classification New carrying carrying
under IAS  classification value under value under
In AED 000 Note 39 under IFRS 9 IAS 39 IFRS9
Financial assets
Available for
Equity securities a sale FVTPL 5,595 13,887
Trade and other
receivables
(excluding advances Loans and Amortised
and prepayments) b receivables cost 80,959 73,361
Cash balances with Loans and Amortised
banks b receivables cost 7,314 7,314
Due from related Loans and Amortised
parties b receivables cost 184 184
Total financial assets 94,052 94,746
a) Under IAS 39, these equity securities were designated as available for sale because these were hold

b)

for the long term for strategic purposes. On transition to IFRS 9, the Group has reclassified these
equity investments from available for sale under IAS 39 to investments carried at FVTPL under
IFRS 9. Fair valuation gain amounting to AED 8.3 million related to those investments has been
recorded in retained earnings as at the date of the transfer i.e. 1 January 2018. The fair value of
these investments was measured by an external expert engaged by management and was based on
the capitalization of future maintainable earnings method of valuation.

Previously these investments were carried at cost. As a result a fair value gain ot AED 8.3 million
was recorded in retained earnings.

Trade and other receivables, cash and cash equivalents and due from related parties that were
classified as loans and receivables under IAS 39 are now classified at amortised cost. An increase
of AED 7.6 million in the allowance for impairment over trade receivables was recognized in
opening retained earnings at | January 2018 on transition to IFRS 9. Also, refer to note 12.

14



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)

4b IFRS 9 Financial Instruments (continued)
Impairment of financial assets
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ (ECL) model. The
new impairment model applies to financial assets measured at amortised cost but not to investments in

equity instruments. Under IFRS 9, credit losses are recognised earlier than under IAS 39.

The financial assets at amortised cost consist of trade and other receivables, due from related parties
and cash and cash equivalents.

Under IFRS 9, loss allowances are measured on either of the following bases:

- 12-month ECLs: these are ECLs that 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 Group has elected to measure loss allowances for trade receivables at an amount equal to lifetime
ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and
qualitative information and analysis, based on the Group’s historical experience and informed credit
assessment and including forward-looking information.

The Group considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held); or

- the financial asset is more than 365 days past due.

The maximum period considered when estimating ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

Measurement of ECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance

with the contract and the cash flows that the Group expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.
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Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

4 Changes in significant accounting policies (continued)
4b IFRS 9 Financial Instruments (continued)

Impairment of financial assets (continued)

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost is credit- .
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred.

Presentation of impairment

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Impairment losses related to trade and other receivables, due from related parties and cash and cash
equivalents are presented separately in the income statement. Impairment losses on other financial
assets are presented under ‘finance costs’, similar to the presentation under IAS 39, and not presented
separately in the income statement.

Impact of the new impairment model

For assets in the scope of the IFRS 9 impairment model, impairment losses are generally expected to
increase and become more volatile. The Group has determined that the application of IFRS 9’s
impairment requirements at 1 January 2018 results in an additional impairment allowance as follows:

AED 000
Loss allowance at 31 December 2017 Under IAS 39 8,746
Additional impairment recognised at 1 January 2018 on trade
receivables 7,598
Loss allowance at 1 January 2018 under IFRS 9 16,344

The ECLs were calculated based on actual credit loss experience over the recent years. The Group
performed the calculation of ECL rates separately for key account customers and other customers.

Impact of adopting IFRS 9 on opening balance of equity

The Group management has decided not to restate comparative information for prior periods with
respect to classification and measurement (including impairment) changes. Differences in the carrying
amounts of financial assets and financial liabilities resulting from the adoption of IFRS 9 has been
recognized in equity as at 1 January 2018.

The following table summariscs the impact, of transition to IFRS 9 on the opening balance of fair value
reserves and retained earnings as at 1 January 2018:

AED 000
Retained earnings and reserves
Recognition of expected credit losses under IFRS 9 (7,598)
Changes in fair value of investments 8,292
Impact at 1 January 2018 694
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Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements

for the three month period ended 31 March 2018 (unaudited)

5. Cost of sales

Manufacturing:

Raw materials, packing materials and stores and spares consumed
Utilities

Staff salaries and benefits

Depreciation

Write back of provision on utilization of provision for slow moving

inventories
Other direct costs

Changes in inventories of semi-finished and finished goods

(A)

Trading:

Inventories, beginning of the period
Purchases (including direct expenses)
Inventories, end of the period

(A) +(B)

17

Three month period ended

31 March
2018 2017
AED 000 AED 000
39,459 28,873
2,430 2,257
2,416 2,312
483 715
= (104)
1,860 1,444
46,648 35,497
833 471
47,481 35,968
11,579 7,406
9,850 9,872
(9,745) (6,933)
11,684 10,345
59,165 46,313




Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

6. Administrative, selling and distribution expenses

Three month period ended

31 March
2018 2017
AED 000 AED 000
Staff salaries and benefits 13,889 12,068
Advertisement and other selling expenses 953 355
Commercial vehicle expenses 7,414 6,530
Depreciation 767 816
Other expenses 5,295 6,084
28,318 25,853

7. Other income

Other income for the three month period ended 31 March 2018 mainly includes rental income
amounting to AED 0.7 million (three month period ended 31 March 2017: AED 0.7 million).

8. Property, plant and equipment
Additions (unaudited)

During the three month period ended 31 March 2018, the Group acquired assets amounting to AED 3.5
million (three month period ended 31 March 2017: AED 1.58 million).

Transfer to investment property (unaudited)

During the period, the Group has reclassified a labor accommodation building from property, plant and
equipment to investment property as a result of change in the use of the property. The property has been
let to a third party. As at the date of transfer, the fair value of the property was measured and the
resulting gain of AED 6.2 million was recognised in other comprehensive income. This has been
presented as the revaluation surplus under equity in statement of financial position.

9. Investment property

31 March 31 December 31 March
2018 2017 2017

AED 000 AED 000 AED 000
(Unaudited) (Audited) (Unaudited)

Investment property 12,500 - -

Refer to note 8 for transfer of an earlier owner-occupied property to investment property. The fair
values of investment properties were determined by external, independent property valuer, having
appropriate recognised professional qualifications and recent experience in the location and category
of property being valued. Income capitalization approach was used by taking into account expected
market rental growth, occupancy rate and discount rate. The fair value measurement of buildings of
AED 12.5 million has been categorised as a Level 3 fair value based on the inputs to the valuation
techniques used.



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements

for the three month period ended 31 March 2018 (unaudited)

10. Investments

Opening balance

Adjustment on initial application of IFRS 9 recorded in equity

Change in fair value (refer to note 4)

Included in profit or loss
Change in fair value

Included in other comprehensive income
Change in fair value

Closing balance

Disclosed in the statement of financial position as follows:

Available for sale investments — Non current

Investments at fair value through profit or loss —
current (refer to note 4)

31 March
2018

AED 000
(Unaudited)

13,885

31 March
2018

AED 000
(Unaudited)

5,595

8,292

@)

31 December
2017

AED 000
(Audited)

5,595

31 March
2017

AED 000
(Unaudited)

5,903

31 March
2017

AED 000
(Unaudited)

5,905

When measuring the fair value of investments, the Group uses market observable data as far as possible.
Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in
valuation techniques. Refer to note 23 for disclosure on fair value hierarchy of investments.

11. Inventories

Raw materials and packing materials
Semi-finished goods

Finished goods

Trading goods

Consumables stores and spare parts

Less: Provision for slow-moving inventories

Goods-in-transit
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31 March
2018

AED 000
(Unaudited)

32,918
1,917
7,670
9,745
6,381

31 December
2017

AED 000
(Audited)

29,371
1,348
7,406
11,579
6,717
56,421

(2,008)

31 March
2017

AED 000
(Unaudited)

28,644
1,026
9,589
6,933
6,664

52,856

(3,444)



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

12. Trade and other receivables

13.

Trade receivables
Less: Provision for impairment of trade
receivables (refer below)

Advances, deposits and prepayments

31 March
2018

AED 000
(Unaudited)

90,790

(17,144)

31 December
2017

AED 000
(Audited)

89,133

(8,746)

31 March
2017

AED 000
(Unaudited)

46,145

(6,795)
39,350
10,434

The movement in the allowance for impairment in respect of trade receivables during the period was

as follows:

Balance at 1 January

Adjustment to opening balance on initial application of IFRS 9

(refer to note 4)

Impairment loss, recorded in profit or loss

Balance at 31 March

Cash in hand and at bank

Cash in hand
Bank balances

- in current accounts
- fixed deposits

20

31 March
2018

AED 000
(Unaudited)

1,346

486

31 March
2018

AED 000
(Unaudited)

8,746

7,598
800

31 December
2017

AED 000
(Audited)

31 March
2017

AED 000
(Unaudited)

6,795

31 March
2017

AED 000
(Unaudited)



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

14.

15.

Retained earnings/(accumulated losses)
Dividend

At the Annual General Meeting held on 22 March 2018, the shareholders approved a 4.5% cash
dividend totaling to an amount of AED 1.5 million. The dividend payable has been classified under
other payables as at 31 March 2018. Also refer to note 16.

Subsequent to 31 March 2018, dividend has been paid to the shareholders.
Directors’ fee
At the Annual General Meeting held on 22 March 2018, the shareholders also approved the directors’

fee amounting to AED 0.15 million for the year ended 31 December 2017. The director’s fee payable
has been classified under other payables as at 31 March 2018. Also refer to note 16.

Subsequent to 31 March 2018, directors’ fee has been paid.
Borrowings

31 March 31 December 31 March
2018 2017 2017
AED 000 AED 000 AED 000
(Unaudited) (Audited)  (Unaudited)
Long term borrowings:

Term loan 13,616 17,465 26,219
Less: short term portion of term loans (13,616) (17,465) (12,672)
Long term portion of term loans - - 13,547

Short term borrowings:

Trust receipts 115,719 89,446 55,726
Bank overdrafts 8,215 6,259 2,669
Current portion of term loans 13,616 17,465 12,672

137,550 113,170 71,067

i) Bank borrowings are secured by mortgages over plant and machinery, hypothecation of inventories
and assignment of receivables.

ii) Bank borrowings are also subject to certain financial covenants including minimum tangible worth
of AED 35 million, current ratio of 1.25, leverage ratio not to exceed 3:5, debt to EBITDA not to
exceed 4.25 and debt to equity of 3.5. Testing for compliance with the above financial covenants is
done annually on 31 December. As at 31 December 2017, the Group had not complied with the
financial covenants as specified in the facility letters with the banks. Based on the relationship with
the creditor banks, the Group’s management has confirmed that the non-compliance is not likely to
affect the continuation of the Group’s bank facilities and hence will not have a significant impact on
the operations.
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Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

16.

Trade and other payables

31 March

2018

AED 000

(Unaudited)

Trade payables 35,372
Accruals and others payables 7,081
Dividend payable (refer to note 14) 1,715
Advance received from customers 524
Directors’ fee payable (refer to note 14) 147
44,839

17. Provision for taxation

18.

31 December 31 March
2017 2017

AED 000 AED 000
(Audited)  (Unaudited)
46,715 26,946

5,470 7,998

258 3,283

647 690

- 951

53,090 39,868

The provision for taxation is in respect of the Group’s operations carried out by a subsidiary in the
Sultanate of Oman (“Oman”). The Subsidiary is liable to income tax in accordance with the income tax
laws of the Oman depending on the level of its taxable profit. In the opinion of the management the
provision for taxation of AED 0.29 million (31 December 2017: AED 0.29 million) as at reporting date

is adequate to meet the Group’s tax liabilities.

Related party transactions and balances

Related parties comprise directors, key management personnel and other related parties.

Significant related party transactions during the period were as follows:

Purchases from related parties
Sales to related parties

Compensation to key management personnel is as follows:
Short term benefits
Provision towards staff terminal benefits

31 March
2018
AED 000
(Unaudited)
Due from a related party
- Abjar Group 218

22

Three month period
ended 31 March

2018 2017
AED 000 AED 000

287 2,190

230 225

924 809

17 9

31 December 31 March
2017 2017

AED 000 AED 000

(Audited) (Unaudited)

184 147



Unikai Foods (P.J.S.C.) and its subsidiary

Notes to the condensed consolidated interim financial statements
for the three month period ended 31 March 2018 (unaudited)

18. Related party transactions and balances (continued)

19.

20.

31 March 31 December 31 March
2018 2017 2017
AED 000 AED 000 AED 000
(Unaudited) (Audited)  (Unaudited)
Due to related parties
- United Cans Company LLC - 23 241
- United Foods PJSC 190 108
- Emirates Refreshment Company PJSC - - 401
6 213 750
Other payables
- Key management personnel 244 119 70
Contingent liabilities
31 March 31 December 31 March
2018 2017 2017
AED 000 AED 000 AED 000
(Unaudited) (Audited)  (Unaudited)
Letters of guarantee 4,058 4,058 4,058
Letters of credit 8,679 3,945 18,368

Legal cases

As at 31 March 2018, the Group has few outstanding legal cases. All these cases are pending before
the Court for the hearings and final decisions. The management has reviewed the status of all of these
legal cases and believes that no additional provision is required as at 31 March 2018 (31 December
2017: Nil).

Commitments
The capital commitments outstanding as at 31 March 2018 amount to AED 13.6 million (31 December

2017: AED 11 million) representing costs to be incurred towards construction of warehouses and
cooling system for the plant.

Subsidiary
The Company holds 100% of the shares (2% held by Directors for beneficial interest of the Company)
of the Subsidiary, registered as a limited liability company in the Sultanate of Oman under the Oman

Commercial Register Law No. 3/74. Principal activity of the Subsidiary is trading in dairy, juice, ice
cream and other food products.

23
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Notes to the condensed consolidated interim financial statements
Jor the three month period ended 31 March 2018 (unaudited)

21.

22,

23.

Basic earnings per share

Three months period
ended 31 March

2018 2017
Net loss attributable to owners of the Company (AED 000) (16,273) (9,505)
Weighted average number of shares outstanding (including bonus
shares(’000) 32,368 32,368
Loss per share - basic (AED) (0.503) (0.294)
Segmental reporting

The Group operates in the single reporting segment of diary, juice, ice cream, and other food products.
All the relevant information relating to this reporting/operating segment is disclosed in the condensed
consolidated statement of financial position, condensed consolidated income statement, condensed
consolidated statement of profit or loss and other comprehensive income and notes to the condensed
consolidated interim financial statements.

IFRS also requires an entity to report its segment assets and revenue along geographical regions. All
significant activities of the Group are performed on an integrated basis in the Gulf region and the
Directors consider an analysis by individual country would not be meaningful.

Additional information required by IFRS 8, “Segment reporting”, is disclosed below:
Major customers
During the three-month period ended 31 March 2018, there were no customers of the Group with the

revenues greater than 10% of the total revenue of the Group (three-month period ended 31 March 2017:
None)

Financial instruments
Financial risk management

The Group’s financial risk management objectives and policies are consistent with those disclosed in
the consolidated financial statements as at and for the year ended 31 December 2017.

Financial assets consist of cash and cash equivalents, due from related partics, trade and other
receivables and investment carried at FVTPL. Financial liabilities consist of short term borrowings,
long term borrowings, due to related parties and trade and other payables.

The fair values of financial instruments are not materially different from their carrying values.

Valuation of financial instruments

The Group measures fair values using the following fair value hierarchy that reflects the significance
of the inputs used in making the measurements:

Level 1: inputs that are quoted market price (unadjusted) in an active market for identical instruments.
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for the three month period ended 31 March 2018 (unaudited)

23.

24.

Financial instruments (continued)

Valuation of financial instruments (continued)

Level 2: inputs other than quoted prices included within Level 1 that are observable either directly (i.e.,
as prices) or indirectly (i.e., derived from prices). This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted market prices for identical or
similar instruments in markets that are considered less than active; or other valuation techniques where
all significant inputs are directly or indirectly observable from market data.

Level 3: inputs that are unobservable. This category includes all instruments where the valuation
technique includes inputs not based on observable data and the unobservable inputs have a significant
effect on the instrument’s valuation. This category includes instruments that are valued based on quoted
prices for similar instruments where significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

The table below analyses financial instruments, measured at fair value at the end of the reporting
period, by the level in the fair value hierarchy into which the fair value measurement is categorized:

31 March 2018 Level 1 Level 2 Level 3 Total
AED 000 AED 000 AED 000 AED 000
Investments at FVTPL 16 - 13,869 13,885
31 December 2017 Level 1 Level 2 Level 3 Total
AED 000 AED 000 AED 000 AED 000
Available-for-sale investments 18 - 5,577 5,595

During the period ended 31 March 2018 and year ended 31 December 2017, there were no transfers
between the various levels of fair value measurements.

Seasonality

Due to seasonal nature of the business of the Group, the results of operations of certain quarters, which
fall in off peak periods may be substantially different from other quarters, which fall in the peak seasons
(i.e. during summer season). Therefore, revenue from operations may not be evenly distributed over
the four quarters of the same year and thus the results of operations of each quarter may not be
comparable to other quarters of the same year.
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