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Ernst & Young Tel: +965 2295 5000

B O Al Aiban, Al Osaimi & Partners Fax: +965 2245 6419

I ir P.C. Box 74 kuwait@kw.ey.com
— 18-20th Floor, Baitak Tower ey.com/mena

Building a better Ahmed Al Jaber Street

working world Safat Square 13001, Kuwait

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION TO THE BOARD OF DIRECTORS OF ALAFCO AVIATION LEASE AND
FINANCE COMPANY K.S.C.P.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
ALAFCO Aviation Lease and Finance Company K.S.C.P. (the “parent company™) and its subsidiaries
(collectively the “group™) as at 31 December 2021, and the related interim condensed consolidated
statements of income, comprehensive income, changes in equity and cash flows for the three months
period then ended. The management of the parent company is responsible for the preparation and
presentation of this interim condensed consolidated financial information in accordance with International
Accounting Standard 34: Interim Financial Reporting (“IAS 34”). Our responsibility is to express a
conclusion on this interim condensed consolidated financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review
of interim condensed consolidated financial information 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.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial information is not prepared, in all material respects, in
accordance with International Accounting Standard 34.

Report on Other Legal and Regulatory Requirements

Furthermore, based on our review, the interim condensed consolidated financial information is in
agreement with the books of account of the parent company. We further report that, to the best of our
knowledge and belief, we have not become aware of any violations of the Companies Law No. 1 of 2016,
as amended, and its Executive Regulations, as amended, or of the parent company’s Memorandum of
Incorporation and Articles of Association during the three months period ended 31 December 2021 that
might have had a material effect on the business of the parent company or on its financial position.

We further report that, during the course of our review, we have not become aware of any material
violations of the provisions of Law No. 7 of 2010 concerning the Capital Markets Authority and its related
regulations during the three months period ended 31 December 2021 that might have had a material effect
on the business of the parent company or on its financial position.

/

/

W
-— o
BADER A. AL-ABDULJADER
LICENCE NO. 207-A
EY
(AL AIBAN, AL OSAIMI & PARTNERS)

8 February 2022
Kuwait



ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION (UNAUDITED)
As at 31 December 2021
(Audited)
31 December 30 September 31 December
2021 2021 2020
KD KD KD
ASSETS
Aircraft, engines and equipment 1,140,592,952 1,150,098,985 1,167,044,543
Capital advances 117,329,387 116,831,393 148,232,949
Receivables 15,554,335 15,317,590 44,701,105
Cash and cash equivalents 25,474,860 42,093,620 43,966,512

TOTAL ASSETS 1,298,951,534 1,324,341,588 1,403,945,109
EQUITY AND LIABILITIES

EQUITY

Share capital 95,209,348 95,209,348 95,209,348
Share premium 17,829,167 17,829,167 17,829,167
Statutory reserve 29,571,005 29,571,005 29,571,005
Foreign currency translation reserve 13,432,519 12,652,803 14,192,580
Retained eamings 122,802,095 120,529,318 142,624,530
TOTAL EQUITY 278,844,134 275,791,641 299,426,630
LIABILITIES

Due to financial institutions 857,127,348 889,532,594 934,925,819
Security deposits 12,033,492 15,620,085 11,604,707
Maintenance reserve and provisions 128,857,975 125,622,464 138,775,201
Other liabilities 22,088,585 17,774,804 19,212,752
TOTAL LIABILITIES 1,020,107,400 1,048,549,947 1,104,518,479

TOTAL EQUITY AND LIABILITIES

1,298,951,534

1,324,341,588

1,403,945,109

\

-

Barrak A. Al-Sabeeh
Vice Chairman of the Board

The attached notes 1 to 10 form part of this interim condensed consolidated financial information.
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME

(UNAUDITED)
For the period ended 31 December 2021

Three months ended
31 December

2021 2020
Notes KD KD

Operating lease income 23,776,905 25,984,130
Murabaha income 12,040 14,956
Other income 1,298,422 10,427
Staff costs (881,652) (782,137)
Depreciation 4 (12,733,741)  (12,646,316)
Other operating expenses (908,786) (913,758)
Reversal of (allowance for) credit loss on receivables 10 652,280 (4,782,486)
Finance costs (8,862,928) (8,493,061)
PROFIT (LOSS) FOR THE PERIOD BEFORE CONTRIBUTION TO
KUWAIT FOUNDATION FOR THE ADVANCEMENT OF SCIENCES
(KFAS), NATIONAL LABOUR SUPPORT TAX (NLST) AND ZAKAT 2,352,540 (1,608,245)
Contribution to KFAS (21,173) -
NLST (41,850) (52,811)
Zakat (16,740) (21,124)
PROFIT/ (LOSS) FOR THE PERIOD 2273777 (1,682,180)
Basic and diluted profit (loss) per share 3 2.39 fils (1.77) fils

The attached notes 1 to 10 form part of this interim condensed consolidated financial information.
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME (UNAUDITED)
For the period ended 31 December 2021

Profit (Loss) for the period

Other comprehensive income (loss):

ftems that are not reclassified subsequently to interim condensed consolidated
statement of income:

Foreign currency translation adjustment

Other comprehensive income (loss) for the period

Total comprehensive income (loss) for the period

Three months ended

31 December
2021 2020
KD KD
2.272:777 (1,682,180)
779,716 (2,918,227)
779,716 (2,918,227)
3,052,493 (4,600,407)

The attached notes 1 to 10 form part of this interim condensed consolidated financial information,
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)
For the period ended 31 December 2021

OPERATING ACTIVITIES
Profit (loss) for the period
Adjustments for:
Depreciation
Murabaha income
Finance costs
(Reversal of) allowance for credit loss on receivables

Changes in operating assets and liabilities:
Receivables
Payables
Maintenance reserve and provisions

Cash from operations
Finance cost paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of aircraft, engines and equipment

Capital advances for purchase of aircraft, engines and equipment
Murabaha income received

Net cash flows used in investing activities
FINANCING ACTIVITIES
Financing facilities received

Financing facilities repaid

Net cash flows (used in) from financing activities
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
Foreign currency translation adjustment

Cash and cash equivalents at 1 October

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

Three months ended

31 December
2021 2020
Note KD KD
2.272.777 (1,682,180)
4 12,733,741 12,646,316
(12,040) (14,956)
8.862.928 8,493,061
(652,280) 4,782,486
23,205,126 24,224,727
459,731 7,267,758
682,342 5,100,385
2,881,586 (16,631,887)
27,228,785 19,960,983
(8,424,099) (8,200,025)
18,804,686 11,760,958
4 (2,627) (15,837,048)
(168,837) (776,012)
11,789 26,607
(159,675) (16,586,453)
- 33,633,720
(35,410,014) (24,041,657)
(35,410,014) 9,592,063
(16,765,003) 4,766,568
146,243 (532,283)
42,093,620 39,732.227
25,474,860 43,966,512

The attached notes 1 to 10 form part of this interim condensed consolidated financial information.
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

1 INCORPORATION AND PRINCIPAL ACTIVITIES

ALAFCO Aviation Lease and Finance Company K.S.C.P. (ALAFCO) (the "parent company") is a Kuwaiti
shareholding company registered and incorporated in Kuwait on 21 March 2000. The parent company is engaged
in providing service to buy aircraft and other related assets on behalf of the aviation companies, coordinating with
factories, providing asset management services to different aviation companies, providing operating lease or
financing lease services commensurate with the needs and desires of aviation company customers, providing
project financing to buy aircraft wholly or partly in light of the evaluation studies and the renewal of risk factors
associated with such projects, marketing of aircraft to meet the needs of medium-and long-term for aviation
companies wishing with such services, assisting aviation companies in the marketing of their aircraft through
selling and leasing, participation in providing services associated with financing and providing technical support
to aviation companies, assistance in the joint investment operations and specialized in aviation industry, Wholly
or partly investment in providing aircraft, engines and spare parts as appropriate to needs of aviation companies
and factories customers, Management and investment of revenues generated and collected from the above
mentioned operations. The parent company may have an interest or to participate in any aspect in other entities
conducting similar activities or which may assist in achieving its objectives in Kuwait or abroad and it may
establish, participate or buy these bodies or in their equity.

The parent company operates in accordance with the Islamic Sharia’a principles. The parent company’s registered
head office is at Kuwait Chamber of Commerce and Industry Building Annexe, Second Floor, Abdul Aziz Hamid
Al Sagar Street, Al-Mirqab, Kuwait.

The shares of the parent company are listed on Boursa Kuwait.

The parent company is an associate of Kuwait Finance House K.S.C.P. (“the Bank™) and Gulf Investment Corporation
8.A.G. (GIC).

The interim condensed consolidated financial information includes transactions and balances of the parent company
and wholly owned Special Purpose Companies (“SPC”) (its subsidiaries), together referred to as the “group”. All the
transactions of SPC’s are entered on behalf of ALAFCO and are guaranteed by ALAFCO.

The interim condensed consolidated financial information of the group for the three months period ended
31 December 2021 was authorised for issue in accordance with a resolution of the board of directors on
8 February 2022,

2.1  BASIS OF PREPARATION

The interim condensed consolidated financial information of the group is prepared in accordance with International
Accounting Standard (“IAS”) 34, Interim Financial Reporting.

The interim condensed consolidated financial information does not contain all information and disclosures
required for full financial statements prepared in accordance with the International Financial Reporting Standards.
In the opinion of management, all adjustments consisting of normal recurring accruals considered necessary for a
fair presentation have been included.

Operating results for the three months’ period ended 31 December 2021 are not necessarily indicative of the results
that may be expected for the financial year ending 30 September 2022. For more details please refer to the
consolidated financial statements and its related disclosures for the year ended 30 September 2021.

The functional currency of the parent company is US dollars. The interim condensed consolidated financial
information is presented in Kuwaiti Dinars.




ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

2.2 NEW STANDARDS AND AMENDMENTS ADOPTED BY THE GROUP

The accounting policies adopted in the preparation of the interim condensed consolidated financial information
are consistent with those followed in the preparation of the group’s annual consolidated financial statements for
the year ended 30 September 2021, except for the adoption of new standards effective as of 1 October 2021.

The group has not early adopted any standard, interpretation or amendment that has been issued but is not yet
effective.

Several amendments and interpretations apply for the first time from 1 October 2020, but do not have an impact
on the interim condensed consolidated financial information of the group.

Amendments to [AS 1: Classification of liabilities as current or non-current
In January 2020, the IASB issued amendments to paragraph 69 to 76 of IAS 1 to specify the requirements for
classifying as current or non-current. The amendments clarify:
What is meant by a right to defer settlement;
r- That a right to defer must exist at the end of the reporting period;
+ That classification is unaffected by the likelihood that an entity will exercise its deferral right; and
That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms
of a liability not impact its classification.

Amendments to IAS 16 Property, plant and Equipment: Proceeds before intended use

In May 2020, the IASB issued amendments to IAS 16 Property, plant and equipment — Proceeds before intended
use, which prohibits entities from deducting from the cost of an item of property, plant and equipment, any
proceeds from selling items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by management. Instead, an entity recognises the proceeds from
selling such items, and the costs of producing those items, in profit or loss.

These amendments had no impact on the interim condensed consolidated financial information of the group.

3 BASIC AND DILUTED PROFIT / (LOSS) PER SHARE

Basic and diluted profit / (loss) per share are calculated by dividing profit / (loss) for the period by the weighted
average number of ordinary shares outstanding during the period as follows:

Three months ended

31 December
2021 2020
Profit (loss) for the period (KD) 2,272,777 (1,682,180)
Weighted average number of ordinary shares 952,093,482 952,093,482
Basic and diluted profit (loss) per share 2.39 fils (1.77) fils

As there are no dilutive instruments outstanding, basic and diluted profit (loss) per share are identical.




ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

4 AIRCRAFT, ENGINES AND EQUIPMENT

Aircraft and Furniture Office
engines and fixtures equipment Total
KD KD KD KD

Cost

At 1 October 2021 1.474,352,447 331,295 175,559  1,474,859,301

Additions - - 2,627 2,627

Foreign currency adjustment 4,153,794 933 495 4,155,222

At 31 December 2021 1,478,506,241 332,228 178,681  1,479,017,150
Depreciation and impairment

At 1 October 2021 324,269,633 330,711 159,972 324,760,316

Depreciation charge for the period 12,732,013 75 1,653 12,733,741

Foreign currency adjustment 928,756 931 454 930,141

At 31 December 2021 337,930,402 331,717 162,079 338,424,198
Net carrying amount

At 31 December 2021 1,140,575,839 511 16,602  1,140,592,952

At 30 September 2021 (Audited) 1,150,082,814 584 15,587 1,150,098,985

At 31 December 2020 1,167,022,773 899 20,871 1,167,044,543

Aircraft with carrying value of KD 1,080,671,937 (30 September 2021: KD 1,119,880,500 and 31 December 2020:
KD 978,489,967) are under finance lease arrangements and are mortgaged against the financing facilities and
registered in the name of the lenders.

5 SHARE CAPITAL AND ANNUAL GENERAL ASSEMBLY

The authorised, issued and fully paid share capital as at 31 December 2021 comprises 952,093,482 ordinary shares
(30 September 2021: 952,093,482 ordinary shares and 31 December 2020: 952,093,482 ordinary shares) of 100 fils
each, fully paid in cash.

On 27 January 2021, the shareholders at the annual general assembly of the parent company approved the
consolidated financial statements for the year ended 30 September 2021 and resolved not to distribute any dividends
for the year ended 30 September 2021. The shareholders at the annual general assembly of the parent company have
also approved directors’ remuneration of KD NIL for the year ended 30 September 2021.

6 CAPITAL COMMITMENTS

Capital commitments in respect of purchase of aircraft and engines amount to KD 1,006,777,461 (30 September
2021: KD 1,003,948,967 and 31 December 2020: KD 957,226,911).

7 CONTINGENT LIABILITIES
As at 31 December 2021, the group has contingent liabilities amounting to KD 5,466,238 (30 September 2021: KD

5,466,238 and 31 December 2020: KD 11,830,740) in respect of letters of credit arising in the ordinary course of
business from which it is anticipated that no material liabilities will arise.




ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

8 RELATED PARTY TRANSACTIONS

Related parties represent the major shareholders, directors and key management personnel of the parent company,
and entities controlled, jointly controlled, or significantly influenced by such parties. Pricing policies and terms of
these transactions are approved by the parent company’s management and Board of Directors.

Significant transactions with related parties included in the interim condensed consolidated financial information are

as follows:

Interim condensed consolidated statement of income:

Murabaha income
- Bank
- Other related parties*

Finance costs
- Bank

Key management compensation:
Salaries and other short-term benefits
End of service benefits

Interim condensed consolidated statement of financial position:

31 December 2021
Receivables **

Cash and cash equivalents
Due to financial institutions
Other liabilities***

30 September 2021 (Audited)
Receivables **

Cash and cash equivalents
Due to financial institutions
Other liabilities***

31 December 2020
Receivables **
Cash and cash equivalents

Due to financial institutions
Other liabilities***

*  Other related parties represent subsidiaries of the Bank.
**  Receivables represents accrued murabaha income.

Three months ended

31 December
2021 2020
KD KD

12,040 14,383

- 573

12,040 14,956

1,530,832 1,737,016

1,530,832 1,737,016

307,287 258,672

53,790 28,011

361,077 286,683

Other related
Bank parties* Total
KD KD KD

457 - 457
23,378,916 - 23,378,916
141,957,667 - 141,957,667
447,914 - 447,914
193 - 193
35,281,223 - 35,281,223
142,671,216 - 142,671,216
440,085 - 440,085
5,233 - 5,233
41,405,919 606,600 42,012,519
170,630,501 - 170,630,501
468,051 - 468,051

k% Other liabilities represent accrued finance cost on Islamic finance facilities obtained from the Bank.
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

9 SEGMENT INFORMATION

The group is engaged primarily in only one business segment, aircraft leasing segment. However, for management
purposes, the group is organized into five geographical segments.

31 December 2021:

Segment revenue
Segment (losses)
results before

taxations

Total assets

Total liabilities
Other segmental

information:
Depreciation

Capital expenditure

31 December 2020:

Segment revenue
Segment (losses)
results before

taxations

Total assets

Total liabilities
Other segmental

information:
Depreciation

Capital expenditure

Middle East Asia Europe America Africa Total
KD KD KD KD KD KD
6,591,049 13,633,181 1,912,359 2,950,778 - 25,087,367
(1,922,393) 759,655 351,690 3,163,588 - 2,352,540
395,766,641 510,303,294 158,439,006 234,442,593 - 1,298,951,534
459,334,328 380,646,829 68,810,923 105,617,730 5,697,590 1,020,107,400
4,282,654 5,864,917 817,256 1,768,914 - 12,733,741
2,627 - - - - 2,627
Middle East Asia Europe America Africa Total
KD KD KD KD KD KD
4,392,459 16,192,329 1,596,042 3,142,028 686,655 26,009,513
(3,836,808) 3,313,352 473,647 (749,795) (808.641) (1,608,245)
425,264,741 552,362,022 174,430,826 226,929,720 24,957,800 1,403,945,109
519,462,614 417,693,162 62,118,333 82,811,292 22,433,078 1,104,518.,479
4,293,224 6,070,922 587,700 1,373,739 320,731 12,646,316
- - 14,634,916 15,051,263 - 29,686,179
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ALAFCO Aviation Lease and Finance Company K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 31 December 2021

10 IMPACT OF COVID-19

The COVID-19 outbreak has continued to develop during the current reporting period, with a significant number of
infections. Measures taken by various governments to contain the virus have affected economic activity and the
group’s business in various significant ways.

In addition to the already known effects of the COVID-19 outbreak and resulting government measures, the
macroeconomic uncertainty causes disruption to economic activity, and it is unknown what the longer term impact
on the group’s business may be. The COVID-19 virus can evolve in various directions. If society, and as a
consequence business, is exposed to COVID-19 for a longer period of time, this may result in prolonged negative
results and pressure on the group’s liquidity.

Depending on the duration of the COVID-19 erisis and continued negative impact on economic activity, the group
may experience further negative results, liquidity restraints and incur additional impairments on its assets in the
upcoming period. Given the ongoing economic uncertainty, the exact impact on the group’s activities in the upcoming
period and thereafter cannot be predicted at this stage.

This note describes the impact of the outbreak on the group’s operations and the significant estimates and judgements
applied by management in assessing the values of assets and liabilities as at 31 December 2021.

101 Risk management

The management is monitoring and reassessing the risk management objectives and policies based on the current
updates on COVID-19. For the period ended 31 December 2021, there were no significant changes to the risk
management objectives and policies as compared to the audited consolidated financial statements as at 30 September
2021,

10.1.1 Credit risk

The group is mainly exposed to credit risk on its trade receivables. As at 31 December 2021, the group has considered
the impact of COVID-19 on the factors that may influence the credit risk of its customer base, including the default
risk associated with the industry and country in which customers operate. There were changes to the payment period
given to certain customers during the period. The group will continue to individually assess the situation as more
reliable data becomes available and accordingly may change the payment period for other customers as well in the
subsequent reporting periods. Refer to Note 10.2 for the estimates and assumptions used by the group to determine
ECL on its trade receivables and contract assets.

The group is not significantly exposed to credit risk on its cash and cash equivalents. While cash and cash equivalents
are subject to the impairment requirements of IFRS 9, management determined that the identified impairment loss
was immaterial as these balances are mostly held with counterparties with appropriate credit-ratings assigned by
international credit-rating agencies.

10.2 Use of estimates and assumptions

The group based its assumptions and estimates on parameters available when the interim condensed consolidated
financial information is prepared. The COVID-19 outbreak has created uncertainty for revenue forecasts, sourcing
and workforce availability, credit ratings, etc. but also volatility in stock prices, interest and currency exchange
rates. Estimates based on such metrics may be subject to change due to market changes in the near term or
circumstances arising that are beyond the control of the group.

Information about key assumptions and estimation uncertainties at the reporting date that have a significant risk of
resulting in a material adjustment to the carrying amounts of assets in the next reporting period is described below:

Trade receivables

The group uses the simplified model in calculation of the ECL for trade receivables that do not contain a significant
financing component by establishing a provision matrix that is based on its historical credit loss experience,
adjusted for forward-looking factors specific to the debtors and the economic environment.

The group will continue to individually assess significant exposures as more reliable data becomes available and
accordingly determine if any adjustment in the ECL is required in subsequent reporting periods.
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