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Chatrman Message

for the financial year ended 31/12/2015

Dear Shareholders;

On behalf of the Members of our Board, | am pleased to submit
the annual report of KCPC and the audited financial statements
for the Financial Year ended on 31 December 2015. It elucidates
the most important efforts and achievements of your company
during the Fiscal Year subsequently strengthening the financial
position of the company and enhancing the equity of its
shareholders.

Despite the galloping economical and geopolitical conditions
and variables witnessed by the world and experienced by the
Middle East region, the relevant implications that increased
the challenges of the operating environment during the year
2015 and your company was not out of such political tensions
and its security risks that, in turn, affected the socio-economic
conditions, our company succeeded to realize total gross
profits reached KD 3.5 million in 2015 compared to KD 7 million
for the year ended on 31 December 2014, and net profit of KD
1.5 million compared to KD 2.1 million for the previous year.
Also, it realized earnings per share valuing Fils 19.59 compared
to Fils 27.48 for the year 2014.

All business segments contributed to KCPC reaching a sound
operating profit in the financial year 2015. KCPC was able
to achieve a particularly good margin, which reflected the
successful execution of its projects. At the same time, our
cost reduction measures are taking hold and we are therefore
making significant steps forward in terms of competitiveness.
Furthermore, the overall quality and risk profile of our business
mix has improved. This is due to our applied approach that
ensures greater selectivity in choosing the contracts for which
we bid.

OVERVIEW OF OUR PROJECTS

I'm pleased to present the mostimportantachievements of your
company during the year 2015 where the company succeeded
to hand over many of its projects that were commenced in the
previous years including the following:

1. Contract No. KU/KUCP/C0242 M/11-12 “Construction
Project — Package (4B) - for the civil works of the utility
service tunnel (Western side) at Sabah Al-Salem University
City, and its total value amounting to Kuwaiti Dinars 27
million where it has been completed and handed over to
the concerned authorities.

2. Prime Tower at Dubai Business Bay where it has been
completed and operated at the beginning of 2015. Its
completion value reached Kuwaiti Dinars 23 million.

3. The Contract No. Q.S/T/290 for the emergency and quick
maintenance and various works of roads in the Capital
Governorate.
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Further, the Company signed the following projects at the
beginning of 2015:

1. Project of construction, completion and maintenance
of the headquarters of EQUATE Company at the value of
KD 11.5 million at the beginning of 2015. The Company
commenced the works in March of the same year and the
work is still under process in full swing.

2. Project of designing, construction and completion of
Musaed Al-Saleh Health Center in Sha’ab Area at the value
of KD 2 million and the Company commenced the works
after its success to finalize the design phase and obtain the
necessary approvals for the same.

Moreover, there are projects under process and we expect
to hand over the same in 2016. These projects include the
following:

1. Project No. Q.S/T/301 for the maintenance of highways.
2. Project No. Q.S/SH/51 for the maintenance of the sanitary
drainage network at Mubarak Al Kabeer Governorate.

Also, we participated and submitted many tenders during the
year 2015 where KCPC succeeded to submit the lowest prices in
the Tender No. RA/225 for the design, construction, completion
and maintenance of roads, sanitary and storm water sewers and
other services for the new road coming from Saad Al-Abdullah
Road to Bawabat Buhaith Road at the value of KD 97.9; and it
is expected that the tender will be awarded during the current
year.

OUR COMPREHENSIVE PLAN:

As part of our plan to expand in other markets in the region,
the year 2015 has witnessed our attempts to enter the markets
of Saudi Arabia as well as Jordan, and we succeeded to make
some progress in that.

Also, KCPC continues its search for opportunities to grow our
business and to strengthen our presence. This includes, but
not limited to, the opportunities in the renewable energy from
sustainable sources.

Our facilities also include Ready Mix Concrete Plants and Ready
Mix Asphalt Plants all are operating at full capacity. In order to
support growing demand of asphalt due to the considerable
volume of new highways projects in Kuwait we have established
new asphalt plant with capacity of 210 ton/hour. This will be
operational by mid of April 2016.

As for the trading Department, it succeeded to achieve new
sales contracts. Quality and after sales service are essential
part of the Trading department. Further, KCPC succeeded
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to introduce (IFE) a new brand of elevators & escalators in
the market, and we have been very successful in selling and
installing our new brand. This was the outcome of our focused
strategies and continuous improvement.

The magnificent efforts of the Board of Directors and the
Executive Management that were represented in exploitation
of all capabilities and human resources of KCPC are reflected
in improving the indicators of control over expenditure where
the company succeeded to prudently and wisely manage
its operations to improve its profit margins via the effective
control measures, the best practices and following the highest
standards of quality. This healthy performance reaffirms the
persuasive impact of our strategy in the market. We will continue
to grow our business, diversity and expand our customer base.
With the outstanding progress made in 2015, we look forward
to 2016 with optimism and confidence.

PROPOSALS OF THE BOARD OF DIRECTORS:

FIRST: Distribute free bonus shares valuing 25% of the
current capital i.e. 25 shares for each 100 shares to the
shareholders registered in the company’s records on the
business day prior to amendment of the share price as
determined by a resolution passed by the extraordinary
general assembly.

SECOND: Distribute cash profits valuing 6%of the nominal
value of the share i.e. Fils 6 per share to the shareholders
registered in the company’s records at the date of
extraordinary general assembly meeting.

THIRD: Approve the remuneration amount, valuing KD
30,000 (Kuwaiti Dinars thirty thousand only), to the board
members for the financial year ended on 31 December 2015.

GLIMPSE INTO FUTURE:

Despite our understanding and apprehension of the economic
fluctuations in the global economy and its expected impacts on
the local economy that make the year 2016 full of challenges
against all companies including the contracting companies,
but, at the same time, we are optimistic and positively looking
forward to the future where we have forethought plans and
prudent strategy in addition to our support by the confidence of
our cadres and staff and their ability to successfully implement
our future plans. We commit to our shareholders that we will
exert our utmost efforts to continue in our success and achieve
more positive results to realize our future objectives.

GOVERNANCE:

On the other hand, KCPC recognizes that Corporate
Governance is a framework of rules and practices by which
the Board of Directors ensures availability of accountability,

integrity and transparency in business entity relationship with
all stakeholders. In-line with Capital Market Authority (CMA) law
and bylaws, KCPC is in the process of implementing a proper
Corporate Governance structure for the company. Having said
this, we are happy to announce to our shareholders that we are
progressively advancing in achieving the rules set forward by
CMA for Corporate Governance and we will strive to accomplish
the CMA's requirements within the prescribed timeframe.

IN CONCLUSION;

| would like to extend my thanks and appreciation to the
confidence given to us by our shareholders where their
confidence and trust supported us in our resolutions and
tasks. Further, | would like to extend my thanks to my fellow
members of the board and the executive management for
their outstanding efforts under such challenges and whereby
KCPC succeeded to continue in its operations and to realize its
strategic objectives.

On behalf of the Board of Directors, executive management
and all personnel in KCPC, | extend our sincere gratitude and
appreciation to His Highness the Amir of Kuwait, Sheikh/ Sabah
Al-Ahmad Al-Jaber Al-Sabah, His Highness the Crown Prince,
Sheikh/ Nawaf Al-Ahmad Al-Jaber Al-Sabah, His Highness
the Prime Minister, Sheikh/ Jaber Al-Mubarak Al-Hamad Al-
Sabah, and the members of our discerning government for
their continuous support to the national companies and
establishments. We pray Allah, the Almighty, to bless our dear
country with security, safety and prosperity.

Best regards.

Moayed Hamad Al-Saleh
Chairman
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PROJECTS AND AGHIEVEMENTS

PROJECT - |
EQUATE HEADQUARTERS

Construction, completion and maintenance of Equate Headquarters
Complex which consists of the main office building, a multi-purpose
building, a mosque, sunken garden and a car park building (190
cars), built on an area of 20,000 m2.

LOCATION

CLIENT

The office building has a circular atrium with ample public spaces,

panoramic elevators and ceremonial staircases. Offices are located

13
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PROJECT - 2
MUSSAED AL-OALEH REALTH CENTER

Construction, Completion and Maintenance of Mussaed Al-Saleh
Health Center located in Al Shaab Area. The center will provide
health services for residents of Al Shaab and adjacent areas with a
large scale clinic over a built up area of 6614m2.

LOCATION

CLIENT

It consists of various sections (Family Practice, Specialized Clinics,

Dental Clinics, Emergency, Laboratories, Radiology, Auditorium).
ZdlNi[e]l MAIN CONTRACTOR

14
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PROJECT - 3
MASSALEH TOWERS

Construction, completion and maintenance of Al Massaleh Towers
(two towers), Tower A is a 29 floors and Tower B is a 40 floors with
interior fit-outs and landscaping.

LOCATION

CLIENT

UGN AIN CONTRACTOR
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PROJECT - 4

KCPC was responsible for construction, completion and
maintenance of a 7x7 meter underground utilities tunnel. The
tunnel is 4KM long, linking the basements of several colleges with
the Central Utility Plant and the public shelters.

16
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PROJECT - 5

RENGVATION OF SANITARY WORK IN KULWAIT
[N AL-FERDOUS AND AL-ARDIVA SE/ 35

Renovation and replacement of sanitary sewers within FERDOUS,
NORTH ARDIYA Area. The scope included installation of 145 KM of
200mm -1000mm sewer pipeline and 15 Km of Micro-tunneling.
In addition to replacement of 5650 sewer manholes, and 15 Km of
sewer house connections.

LOCATION

CLIENT

UGN AIN CONTRACTOR

17
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PROJECT - b
PRIME TOWER AT ‘BUSINESS BAY

KCPC designed and built this prestigious commercial tower
consisting of 3 basements, ground floor and 36 floors (30 floors
of office space, two levels allocated for retail establishments and
6 parking levels). The tower boasts a grand main entrance with a
12 meter high atrium containing a specially- designed curtain glass
wall.

LOCATION

CLIENT

EICLRUIONY VAN CONTRACTOR
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PROJECT -/

KCPC provided construction, completion and maintenance of this
luxurious 5-Star hotel consisting of 485 rooms, and related services,
with a total buildup area of 97,800 m2.

19
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PROJECT - 8

6 multilevel car parks with two connecting bridges for existing
hospitals in various areas in Kuwait . These car parks were executed
in these areas on a fast track design / built method using Precast -
Concrete.

PARTICIPATION

MAIN CONTRACTOR



As part of KCPC's corporate
social responsibility (CSR)
initiatives, the company
organized a Blood Donation
Campaign in October 2015
in coordination with Central
Blood Bank, Kuwait at our
Head Office in Shuwaikh.

EIE”!

In continuation of the CSR

initiatives, KCPC sponsored the
landscaping and gardening of
the Al-Ta'heel Al-Fikri

(Special Needs School for Girls)
located in Hawally, Kuwait.
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Deloitte. /. Crowe Horwath.

Rf':,f,““ & Touche Horwath Al-Muhanna & Co.
~VYAzZzan 0. Certified Accountants
Ahmed Al-Jaber Street, Sharg Member Crowe Horwath International

Dar Al-Awadi Complax, Floors 7 & 9
P.O. Box 20174 Safat 13062 or
P.O. Box 23048 Safat 13091

Kuwait

Tel : + 965 22408844, 22438060
Fax: + 965 22408855, 22452080
www.deloitte.com

PO. Box 26154, Safat
13122 - Kuwait

+965 224 525 46/7/8

+965 224 525 49 Fax
www.crowehorwath.com.kw

The Kuwait Company for Process Plant Construction and Contracting K.5.C.P
State of Kuwait

Independent Auditors’ report to the Shareholders

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of The Kuwait Company for Process Plant
Construction and Contracting K.5.C.P (“the Parent Company™) and its subsidiaries (together “the Group™). which comprise
the consolidated statement of financial position as at 31 December 2015 and the consolidated statements of income,
consolidated statements of comprehensive income, consolidated statements of changes in equity and consolidated
statements of cash flows for the financial year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal controls as management determines
is necessary to enable the preparation of these consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial

position of the Group as at 31 December 2015, and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards.

25



D ——
4_

Deloitte. /. Crowe Horwath.

The Kuwait Company for Process Plant Construction and Contracting K.5.C.P
State of Kuwait

Independent Auditors’ report to the Shareholders (Continued)

Report on other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of accounts have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Board of Directors relating to these consolidated
financial statements, are in accordance therewith. We further report that, we obtained the information that we deemed
necessary for the purpose of our audit and that the consolidated financial statements incorporate all information that is
required by the Companies Law no. 1 of 2016, and by the Parent Company’s Memorandum and Articles of Association
as amended, that an inventory was duly carried out and that to the best of our knowledge and belief, no violations of the
Companies Law no. 1 of 2016 by the Parent Company’s Memorandum and Articles of Association as amended have
occurred during the financial year ended 31 December 2015 that might have had a material effect on the business of the
Group or on its consolidated financiaf position.

gatier A, Al-Wazzan -
License No. 62A
Deloitte & Touche, Al-Wazzan & Co.

Kuwait, 22 March 2016
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (All amounts are in Kuwaiti Dinars)

ASSETS
NON CURRENT ASSETS
Property, plant and equipment 5 15,793,307 10,072,097
Investment properties 6 7,809,872 7,537,468
Intangible asset 6,433 43,306
Investment in associate 7 136,276 482,851
Available for sale investments 8 988,908 3,454,298
24,734,796 21,590,020
CURRENT ASSETS
Inventories 9 1,385,253 871,684
Trade and other receivables 10 17,394,551 16,814,795
Contracts in progress — due from customer 11 624,290 1,371,519
Cash and bank balances 12 1,610,919 1,955,948
21,015,013 21,013,946
TOTAL ASSETS 45,749,809 42,603,966
EQUITY AND LIABILITIES
EQUITY
Share capital 13 8,023,358 7,293,962
Treasury shares 13 (297,568) (297,568)
Statutory reserve 13 2,978,365 2,814,325
Voluntary reserve 13 2,947,813 2,783,773
Other reserves 14 5,046,286 4,692,552
Retained earnings 5,659,070 5,532,704
TOTAL EQUITY 24,357,324 22,819,748
LIABILITIES
NON CURRENT LIABILITIES
Post employment benefits 2,072,023 1,932,134
Borrowings and bank facilities 15 2,541,899 250,000
4,613,922 2,182,134
CURRENT LIABILITIES
Borrowings and bank facilities 15 5,964,344 2,999,868
Trade and other payables 16 10,080,872 11,723,733
Contracts in progress — due to customer 1 733,347 2,878,483
16,778,563 17,602,084
TOTAL EQUITY AND LIABILITIES 45,749,809 42,603,966

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

MOAYED H. M. AL-SALEH
Chairman
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CONSOLIDATED STATEMENT OF INCOME (All amounts are in Kuwaiti Dinars)
Revenue 23,455,164 33,897,477
Cost of sales 17 (19,902,397) (26,873,474)
Gross profit 3,552,767 7,024,003
Other operating income/ (expense) 18 223,197 (2,844,387)
General and administrative expenses 19 (2,315,017) (2,683,536)
Net investments gains/ (losses) 20 574,675 (2,056,813)
Investment properties (loss)/ gain 6 (139,121) 2,839,216
Finance cost (228,817) (103,293)
Foreign exchange (loss)/ gain (27,281) 118,030
Profit before deductions and Board of Directors’ remuneration 1,640,403 2,293,220
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) (14,764) (20,639)
Contribution to National Labour Support Tax (NLST) (38,707) (57,331)
Contribution to Zakat (15,483) (22,932)
Board of Directors’ remuneration (30,000) (30,000)
NET PROFIT FORTHE YEAR 1,541,449 2,162,318
Earnings per share (fils) 21 19.59 27.48

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(All amounts are in Kuwaiti Dinars)

NET PROFIT FORTHE YEAR 1,541,449 2,162,318

OTHER COMPREHENSIVE INCOME ITEMS:

Items that may be reclassified subsequently to consolidated statement of income:

FOREIGN CURRENCY TRANSLATION RESERVE:

Exchange differences on translation of foreign operations 354,712 90,261

AVAILABLE FOR SALE INVESTMENTS:

Changes in fair value of available for sale investments 249,528 (2,100,968)

Transferred to consolidated statement of income on sale of available for sale investments (276,326) (30,000)

Impairment loss on available for sale investments 25,820 1,683,280
(978) (447,688)

TOTAL OTHER COMPREHENSIVE INCOME / (EXPENSE) ITEMS 353,734 (357,427)

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 1,895,183 1,804,891

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

ANNUAL REPORT EIE“!

(All amounts are in Kuwaiti Dinars)

Net profit for the year 1,541,449 2,162,318
Adjustments:

Investment properties loss/ (gain) 139,121 (2,839,216)
Depreciation and amortization 1,198,649 1,384,426
Other operating (income)/ expenses (299,878) 2,844,387
Net investments (gains)/ losses (574,675) 2,056,813
Finance cost 228,817 103,293
Post-employment benefits 129,758 (210,068)
Operating profit before changing in working capital 2,363,241 5,501,953
Trade and other receivables (463,458) 4,218,315
Inventories (498,081) 571,705
Contracts-in-progress — due from customer 747,229 (217,778)
Trade and other payables (1,595,691) (270,846)
Contracts-in-progress — due to customer (2,145,136) (5,482,535)
Net cash (used in)/ generated from operating activities (1,591,896) 4,320,814
CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of available for sale investments 30,078 121,850
Purchase of investment properties (130,872) (2,533,648)
Proceeds from sale of investment properties - 1,296,121
Purchase of property, plant and equipment (1,096,821) (703,983)
Proceeds from sale of property, plant and equipment 78,534 23,650
Net cash used in acquisition of a subsidiary (137,422) -
Interest income received 221 10,463
Net cash used in investing activities (1,256,282) (1,785,547)
CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds/ (payments) from borrowings and bank facilities 3,088,829 (3,339,668)
Dividends paid (356,863) (681,157)
Payment of finance cost (228,817) (103,293)
Decrease in investment in guarantee deposits - 230,750
Net cash generated from/ (used in) financing activities 2,503,149 (3,893,368)
NET DECREASE IN CASH AND CASH EQUIVALENTS (345,029) (1,358,101)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 1,955,948 3,314,049
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 12 1,610,919 1,955,948

The accompanying notes form an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

32

(All amounts are in Kuwaiti Dinars)
1. CONSTITUTION AND ACTIVITIES

The Kuwait Company for Process Plant Construction and Contracting K.S.C.P, Kuwait (the Parent Company) is a
Kuwaiti shareholding company incorporated in the State of Kuwait on 24 February 1979.

The Parents’ registered office is at P.O. Box 3404 Safat, 13035 Kuwait.
The main objectives of the company are:

«  Execute civil, mechanical and electrical works.
»  Import the required materials and equipment to such projects.

«  Assume tasks of project management and the relevant consulting works in the field of civil, mechanical and
electrical contracting.

. Execute civil, mechanical and electrical maintenance

- Import and sale of construction materials

- Direct participation in constructing the infrastructure of the projects, residential, commercial, and industrial
projects through BOT system relevant to the company’s objectives

«  Own properties and lands necessary to carry out its business

«  Manufacture and sale of asphalt and readymade concrete and its related contracting.

«  Utilize financial surpluses available to the company through investment in portfolios and funds managed by
competent companies and authorities.

The company may carry out the above business in the state of Kuwait or outside by itself or through agency. Also,

the Company may have an interest or be involved in any way with the entities that are engaged in similar activities

or that may assist the Company in achieving its objectives in Kuwait and abroad. The Company may also buy these

entities or merge with them.

These consolidated financial statements include the financial statements of the Parent and the following subsidiaries
(“together the Group”).

PERCENTAGE OF
SUBSIDIARY OWNERSHIP
BESEE e
KCPC Construction (L.L.C) in Dubai, United Arab Emirates 90% 90%
Prime 28 Limited (LLC) in Dubai, United Arab Emirates 100% 100%
Mass International in Oman 70% 70%
KCPC - Qatar W.L.L in Qatar 50% 50%
Grey Lines Company W.L.L in Kuwait 98% 98%
Technical Kuwaiti Company for Elevators, Escalators & Contracting W.L.L in Kuwait 95% 95%
Tameer Holding Company - Lebanon (note 23) 100% -

Subsidiaries total assets consolidated in the consolidated financial statements amounted to KD 18,702,977 as of 31
December 2015 (KD 13,183,865 — 2014) and its net profits amounted to KD 1,018,919 (KD 3,518,784 — 2014).

The objectives of the subsidiaries are to engage in contracting activities and ownership of real estate and land.
Residual interests in subsidiaries incorporated in Kuwait are held through nominees, residual interests in subsidiaries
incorporated outside Kuwait are held through letters of assignment.

The Parent is listed on the Kuwait Stock Exchange.

On 1 February 2016, the new Companies Law no. 1/2016 was published in the Official Gazette which is effective from
26 November 2012. According to the new law, the companies law no. 25 of 2012 and its amendments have been
cancelled however, its Executive Regulations will continue until a new set of Executive Regulations are issued.

These consolidated financial statements were approved for issue by the Board of Directors on 22 March 2016 and are
subject to approval of shareholders at the annual general assembly meeting.
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2.1

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards. These consolidated financial statements have been prepared on the historical cost basis except for
available for sale investments and investment properties and leasehold lands.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSS)
Amendments to IFRSs that are mandatory effective for the current year

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions

IAS 19 requires an entity to consider contributions from employees or third parties when accounting for defined
benefit plans. Where the contributions are linked to service, they should be attributed to periods of service as a
negative benefit. These amendments should applied retrospectively.

This amendment is not relevant to the Group, since none of the entities within the Group has defined benefit plans
with contributions from employees or third parties.
Annual improvements 2010-2012 Cycle

IFRS 2 Share-based Payment

IFRS 3 Business Combinations

+ |FRS 8 Operating Segments
IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
IAS 24 Related Party Disclosures

Annual improvements 2011-2013 Cycle

IFRS 3 Business Combinations
IFRS 13 Fair Value Measurement
IAS 40 Investment Property
«  Amendments to IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests
Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation
Amendments to IAS 27: Equity Method in Separate Financial Statements

The Group has applied the amendments to IFRSs included in the annual improvements to IFRSs 2010-2012 cycle and
2011-2013 cycle for the first time in the current year. The application of these amendments has had no impact on the
disclosers or amounts recognized in the Group’s consolidated financial statements.

NEW AND REVISED IFRSS IN ISSUE BUT NOT YET EFFECTIVE
The Group has not applied the following new and revised IFRSs that have been issued but are not yet effective.

IFRS 9 Financial Instruments

InJuly 2014, the IASB issued the final version of IFRS 9 Financial Instruments, which reflects all phases of the financial
instruments project and replaces IAS 39 Financial Instruments: Recognition and Measurement and all previous
versions of IFRS 9. The standard introduces new requirements for classification and measurement, impairment, and
hedge accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early application
permitted. Retrospective application is required, but comparative information is not compulsory. The Group is in the
process of assessment the impact of IFRS 9 on its consolidated financial statements.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts
with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transferring goods or services to a customer. Under IFRS 15, an entity
recognises revenue when a performance obligation is satisfied. Furthermore, extensive disclosures are required by
IFRS 15.

IFRS 15 will supersede the current revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations when it becomes effective. Either a full retrospective application or a
modified retrospective application is required for annual periods beginning on or after 1 January 2018.
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Early adoption is permitted. The Group is in the process of assessment the impact of IFRS 15 on its consolidated
financial statements.

Amendments to IFRS 11 Accounting for Acquisitions of Interest in Joint Operations

The amendments to IFRS 11 provide guidance on how to account for the acquisition of a joint operation that
constitutes a business as defined in IFRS 3 Business Combinations.

The amendments should be applied prospectively to acquisitions of interests in joint operations occurring from the
beginning of annual periods beginning on or after 1 January 2016. These amendments are not expected to have any
impact on the Group.

Amendments to IAS 1 Disclosure Initiative

TheamendmentstoIAS 1 give some guidance on how to apply the concept of materiality in practice. The amendments
to IAS 1 are effective for annual periods beginning on or after 1 January 2016. These amendments are not expected
to have any impact on the Group.

Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisations

The Amendments to IAS 16 prohibit entities from using a revenue-based depreciation method for items of property,
plant and equipment. The amendments to IAS 38 introduce a rebuttable presumption that revenue is not an
appropriate basis for amortisation of an intangible asset.

The Amendments apply prospectively for annual periods beginning on or after 1 January 2016. Currently, the Group
use the straight-line method for depreciation and amortisation for its property, plant and equipment, and intangible
assets respectively. The directors of the company believe that the straight-line method is the most appropriate
method to reflect the consumption of economic benefits inherent in the respective assets. These amendments are
not expected to have any impact on the Group.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint venture. The amendments clarify that the gain or loss resulting
from the sale or contribution of assets that constitute a business, as defined in IFRS 3, between an investor and its
associate or joint venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets
that do not constitute a business, however, is recognised only to the extent of unrelated investors’ interests in the
associate or joint venture. These amendments must be applied prospectively and are effective for annual periods
beginning on or after 1 January 2016, with early adoption permitted. These amendments are not expected to have
any impact on the Group.

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities: Applying the Consolidation Exception

The amendments to IFRS 10, IFRS 12 and IAS 28 clarify that the exemption from preparing consolidated financial
statements is available to a parent entity that is a subsidiary of an investment entity, even if the investment entity
measures all its subsidiaries at fair value in accordance with IFRS 10. These amendments are not expected to have
any impact on the Group

Annual Improvements 2012-2014 Cycle

These improvements are effective from 1 January 2016 and are not expected to have a material impact on the Group.
Theyinclude:

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

- IFRS 7 Financial Instruments: Disclosures

+ |AS 19 Employee Benefits

SIGNIFICANT ACCOUNTING POLICIES

BASIS OF CONSOLIDATION

Subsidiaries

The consolidated financial statements incorporate the financial statements of the Company and entities controlled
by the Parent Company and its subsidiaries. Control is achieved when the Parent Company (a) has power over the
investee (b) is exposed, or has rights, to variable returns from its involvement with the investee and (c) has the ability
to use its power to affects its returns.

The Parent Company reassess whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three components of controls listed above.
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Consolidation of a subsidiary begins when the Parent Company obtains control over the subsidiary and ceases when
the Parent Company losses control over subsidiary. Specifically, income and expenses of subsidiary acquired or
disposed of during the year are included in the consolidated statement of income or other comprehensive income
from the date the Company gains control until the date when Parent Company ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Parent
Company and to the non-controlling interest. Total comprehensive income of subsidiaries is attributed to the owners
of the Parent Company and to the non-controlling interests even if this results in the non-controlling interests having
a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.

Any difference between the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Parent Company.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary and
any non-controlling interests. All amounts previously recognised in other comprehensive income in relation to that
subsidiary are accounted for as if the Group had directly disposed of the related assets or liabilities of the subsidiary.
The fair value of any investment retained in the former subsidiary at the date when control is lost is regarded as
the fair value on initial recognition for subsequent accounting under IAS 39, when applicable, the cost on initial
recognition of an investment in an associate or a joint venture.

BUSINESS COMBINATIONS

Acquisitions of businesses combination are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the acquisition-
date fair values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-related
costs are generally recognised in consolidated statement of income as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair value
at the acquisition date, except deferred tax assets or liabilities, liabilities or equity instruments related to share
based payment arrangements and assets that are classified as held for sale in which cases they are accounted for in
accordance with the related IFRS.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree over the net
of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. If, after reassessment,
the net of the acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if any), the excess is recognised immediately in consolidated
statement of income as a bargain purchase gain.

Non-controlling interests may be initially measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree’s identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (the date when the Group obtains control) and the resulting gain or
loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date
that have previously been recognised in other comprehensive income are reclassified to consolidated statement of
income where such treatment would be appropriate if that interest were disposed off.
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GOODWILL

Goodwill, arising on an acquisition of a subsidiary, is carried at cost as established at the date of acquisition of the
business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more frequently
when there is indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is
less than its carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro rata based on the carrying amount of each asset in
the unit. Any impairment loss for goodwill is recognised directly in consolidated statement of income. An impairment
loss recognised for goodwill is not reversed in subsequent periods.

Ondisposal of the relevant cash-generating unit, the attributable amount of goodwill isincluded in the determination
of the profit or loss on disposal.

FINANCIAL INSTRUMENTS

Classification

In accordance with the International Accounting Standard (IAS) 39, the Group classifies its financial assets as
“investments available for sale” and “loans and receivables”. Financial liabilities are classified as “financial liabilities
other than at fair value through profit or loss”. Management determines the appropriate classification at the time of
acquisition.

Recognition and de-recognition

The Group recognizes financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instruments. A financial asset (in whole or in part) is de-recognised when the contractual right to
the cash flows from the financial asset expires or, when the Group transfers substantially all the risks and rewards
of ownership and has not retained control. If the Group has retained control, it continues to recognize the financial
asset to the extent of its continuing involvement in the financial asset. A financial liability is derecognized when the
obligation specified in the contract is discharged, cancelled or expired.

All regular way purchase and sale of financial assets are recognized using trade date accounting. Regular way
purchase or sales are purchases or sales of financial assets that require delivery of assets within the time frame
generally established by regulations or conventions in the market place.

Measurement

Financial assets and liabilities are measured initially at fair value. Transaction costs are added only for those financial
instruments not measured at fair value through profit or loss.

Available for sale financial assets

Investments available for sale are those non-derivative financial assets that are designated as available for sale or
are not classified as investments at fair value through profit or loss or loans and receivables, or “held to maturity
investments”.

After initial recognition, investments available for sale are measured at fair value with unrealised gains and losses
recognised as other comprehensive income in a separate component of equity until the investments are derecognised
or until the investments are determined to be impaired at which time the cumulative gain and loss previously
reported in other comprehensive income is recognised in the consolidated statement of income. Investments whose
fair value cannot be reliably measured are carried at cost less impairment losses, if any.

Loans and receivables
These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. These are subsequently measured at amortized cost using the effective yield method.

Cash and bank balances, trade and other receivables and contracts in progress — due from customers are classified
as loans and receivables.
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Financial liabilities other than at fair value through profit or loss

Financial liabilities other than at fair value through profit or loss are subsequently measured at amortized cost using
the effective yield method.

Due to banks, trade and other payables and term loans are categorized as financial liabilities other than at fair value
through profit or loss.

FAIR VALUES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, i.e. an exit price. The fair value measurement assumes that
the transaction to sell the asset or transfer the liability takes place either:

+ In the principal market for the asset or liability; or
+ Inthe absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is significant to
the fair value measurement as a whole:

Level T - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable

The fair value of financial instruments other than short term financial instruments carried at amortised cost is
estimated by discounting the future contractual cash flows at the current market interest rates for similar financial
instruments.

Impairment
Assets carried at amortised cost

If there is objective evidence that an impairment loss on assets carried at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future expected credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the effective interest rate computed at initial recognition). The
carrying amount of the asset is reduced through use of an allowance account. The amount of the loss is recognised
in consolidated statement of income.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed, to
the extent that the carrying value of the asset does not exceed its amortised cost at the reversal date. Any subsequent
reversal of an impairment loss is recognised in consolidated statement of income.

Available for sale financial investments

In the case of financial asset classified as available for sale, a significant or prolonged decline in fair value of assets
below its cost is considered in determining whether the assets are impaired. If such evidence exists for available for
sale financial assets, the cumulative loss measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously recognised in the consolidated statement of
income, is removed from other comprehensive income and recognised in the consolidated statement of income.
Impairment losses on equities available for sale recognised in the consolidated statement of income are not reversed
through the consolidated statement of income.
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CASH AND CASH EQUIVALENTS

Cash on hand, demand and time deposits with banks whose original maturities do not exceed three months are
classified as cash and cash equivalents in the consolidated statement of cash flows.

INVENTORIES

Inventories are stated at the lower of cost or net realisable value. Raw materials cost is determined on a weighted
average cost basis. The cost of finished goods includes direct materials, direct labour and fixed and variable
manufacturing overhead, and other costs incurred in bringing inventories to their present location and condition.
Net realizable value is the estimated selling prices less all the estimated costs of completion and costs necessary to
make the sale.

INVESTMENT PROPERTY

Land and buildings held for the purpose of capital appreciation or for long term rental yields and not occupied
by the Group is classified as investment properties. Investment property is carried at fair value, representing the
open market value determined periodically by external valuers. Fair value is based on active market prices, adjusted,
if necessary, for any difference in the nature, location or condition of its specific assets. If this information is not
available, the Group uses alternative valuation methods such as recent prices in less active markets or discounted
cash flow projections. Changes in fair value are included in the consolidated statement of income.

Fair values of investment properties are determined by appraisers having an appropriate recognised professional
qualification and recent experience in the location and category of the property being valued.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

PROPERTY, PLANT AND EQUIPMENT

Property, plantand equipment are stated at historic cost less accumulated depreciation and accumulated impairment
loss. Historical cost of an item of property and equipment comprises its acquisition cost and all directly attributable
costs of bringing the asset to working condition for its intended use.

Leasehold lands are stated at historic cost less accumulated depreciation and accumulated impairment loss except
for those leasehold lands for which the time pattern of users benefit is considered as indefinite, in which case they are
carried at cost on initial recognition. After initial recognition this is carried at the revalued amount, being its fair value
at the date of revaluation. Fair value is based on periodic, but at least every three to five years, valuations determined
from market-based evidence by appraisal that is normally undertaken by external independent valuers. Increase in
the carrying amount arising on revaluation of these leasehold lands is recognized in other comprehensive income
and accumulated in equity under revaluation reserve. Decreases that offset previous increases of the same asset
are charged against revaluation reserve directly in other comprehensive income; all other decreases are charged to
the statement of income. Revaluation reserve is transferred directly to retained earnings on de-recognition of these
leasehold lands.

Capital work in progress is carried at cost less impairment losses, if any and transferred to the related asset category
when ready for its intended use.

The assets’ residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate, at
each financial year end.

Depreciation is provided on a straight line basis over the estimated useful lives as follows:

Leasehold land Over the period of lease
Buildings 10-50 years
Equipment 5 years
Vehicles, furniture and fixtures 4 years

The carrying amount of property, plant and equipment is reviewed at each statement of financial position date
to determine whether there is any indication of impairment in its carrying value. If any such indication exists, an
impairment loss is recognized in the consolidated statement of income, being the difference between carrying value
and the asset’s recoverable amount.
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2.3.7

2.3.8

2.3.9

2.3.10

2.3.11

2.3.12

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows.

The recoverable amount of assets is the greater of their fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a discount rate that reflects the
current market assessment of the time value of money and the risks specific to the asset. For an asset that does not
generate cash flows largely independent of those from other assets, the recoverable amount is determined for the
cash generating unit to which the asset belongs.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in
the consolidated statement of income.

INTANGIBLE ASSETS

Intangible assets acquired separately are measured at cost on initial recognition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are amortised over their useful economic
lives and assessed and adjusted for impairment whenever there is an indication that an intangible asset may be
impaired. Intangible assets with indefinite useful lives are not amortised but are tested annually for impairment and
adjusted for the same, if any.

POST EMPLOYMENT BENEFITS

The Group is liable under various labour laws including the Kuwait Labour Law and Labour Laws of the countries
in which the Group’ subsidiaries operates, to make payments under defined benefit plans payable to employees at
cessation of employment.

This liability, which is unfunded, has been computed as the amount payable as a result of involuntary termination on
the statement of financial position date. This computation is used as a reliable approximation of the present value of
this obligation to recognize this liability and the related cost as an expense of the year.

PROVISIONS FOR LIABILITIES

Provisions including provision for warranty costs are recognised, when as a result of past events it is probable that an
outflow of economic resources will be required to settle a present legal or constructive obligation and the amount
can be reliably estimated.

TREASURY SHARES

Treasury shares consist of the Parent’s own issued shares that have been reacquired by the Parent and not yet
reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method, the weighted
average cost of the shares reacquired is charged to a contra account in equity. When the treasury shares are reissued,
gains are credited to the “treasury shares reserve’, which is not distributable. Any realised losses are charged to the
same account to the extent of the credit balance in that account. Any excess losses are charged to retained earnings
then to the reserves. No cash dividends are paid on these shares. The issue of bonus shares increases the number of
treasury shares proportionately and reduces the average cost per share without affecting the total cost of treasury
shares.

REVENUE RECOGNITION

Revenue from civil construction and service contracts are recognised under the percentage of completion method.
The stage of completion is measured by surveys of work performed. When the outcome of a contract cannot be
estimated reliably, contract revenue is recognized only to the extent of contract costs incurred that it is probable will
be recoverable. Full provision is made for expected future losses.

Revenue from installation contracts is recognised on completion of the installation.
Revenue from sale of goods is recognised on delivery of goods.

Interest income is recognised on effective yield basis.

Dividend income is recognised when the right to receive payment is established.
ACCOUNTING FOR LEASES

Where the Group is the lessee

Leases of assets under which all the risks and benefits of ownership are effectively retained by the lessor are classified
as operating leases. Payments made under operating leases are charged to the statement of income on a straight
line basis over the period of the lease.
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2.3.13 FOREIGN CURRENCY TRANSACTIONS

The functional currency of the Parent is the Kuwaiti Dinar. The consolidated financial statements are presented in
Kuwaiti Dinars, which is the Group’s functional and presentation currency.

Foreign currency transactions are translated into Kuwaiti Dinars at the rates prevailing on the transaction date.
Monetary assets and liabilities are translated into Kuwaiti Dinars at the rate of exchange ruling at the consolidated
statement of financial position date. Resultant gains/ losses are taken to consolidated statement of income.
Translation differences on non-monetary assets such as equities classified as available-for-sale financial assets are
recognized in the consolidated statement of comprehensive income.

The assets and liabilities of the foreign subsidiaries and foreign operations are translated into Kuwaiti Dinars at the
closing rate on the date of the consolidated statement of financial position and income and expenses are translated
at average exchange rates. The resultant exchange differences are recognized in the consolidated statement of
comprehensive income and foreign currency translation reserve under equity.

2.3.14 SEGMENT REPORTING

A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenues and incurs costs. The operating segments are used by the management of the Group to allocate resources
and assess performance. Operating segments exhibiting similar economic characteristics, product and services, class
of customers where appropriate are aggregated and reported as reportable segments.

3. FINANCIAL INSTRUMENTS
3.1 FINANCIAL RISK FACTORS

The Group’s use of financial instruments exposes it to a variety of financial risks such as credit risk, market risk and
liquidity risk. The Group continuously reviews its risk exposures and takes measures to limit it to acceptable levels.
Risk management is carried out by a steering committee comprising of senior management and headed by the
chairman. The committee identifies and evaluates financial risks in close co-operation with the Group’s operating
units and provides principles for overall risk management, as well as covering specific areas, such as foreign exchange
risk, interest rate risk, credit risk and investment of excess liquidity. The significant risks that the Group is exposed to
are discussed below:

(A)  MARKET RISK

Market risk, comprising of foreign exchange risk, interest rate risk and equity price risk arises due to movements in
foreign currency rates, interest rates and market prices of assets.

(i) Foreign exchange risk

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Group has operations outside Kuwait and is exposed to foreign exchange
risk arising from various currency exposures, primarily with respect to the UAE Dirhams. Management has set up a
policy to require group companies to manage their foreign exchange risk against their functional currency. Foreign
exchange risk arises when future commercial transactions or recognised assets and liabilities are denominated in a
currency that is not the functional currency of the Parent Company and its subsidiaries. The Group’s management
monitors and measures currency exposures on recognized monetary assets and liabilities on a daily basis and
manages this risk by setting limits on exposures to each currency and also to the extent possible by matching
monetary assets and liabilities with similar currency exposures. The Group is not exposed to significant foreign
exchange risk as significant transactions or recognised assets and liabilities of the group companies are in their
respective functional currency.

(ii) Interest rate risk

Interest rate risk arises from the risk that future cash flows or fair values of a financial instrument will fluctuate because
of changesin marketinterest rates.

The Group's interest rate risk arises from deposits and bank borrowings.

At 31 December 2015, if interest rates at that date had been 50 basis points higher/lower with all other variables held
constant, profit for the year would have been lower/higher by KD 11,441 (KD 24,487 — 2014).

The Group’s overall interest rate risks are monitored and interest rate sensitivity is measured on a daily basis by the
risk management team.
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(B)

(@]

3.2

(iii) Equity price risk

The Group is exposed to equity securities price risk because of investments held by the Group and classified on
the consolidated statement of financial position as “available for sale investments”. To manage the equity price risk
arising from investments in equity securities, the Group has set limits on the investment of surplus funds in equity
investments.

The effect on equity (as a result of a change in the fair value of equity instruments held as “available for sale”) due
to a 5% increase/decrease in equity indices, with all other variables held constant, is KD 39,761 (KD 84,914 - 2014).

CREDIT RISK

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing the other
party to incur a financial loss. Financial assets, which potentially subject the Group to credit risk, consist principally
of fixed and short notice bank deposits and receivables. The Group manages this risk by placing fixed and short term
bank deposits with high credit rating financial institutions. Credit risk with respect to receivables is limited due to
dispersion across large number of customers.

LIQUIDITY RISK

Liquidity risk is the risk that the Group may not be able to meet its funding requirements. Liquidity risk management
includes maintaining sufficient cash, the availability of funding from an adequate amount of committed credit
facilities and the ability to close out market positions.

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the remaining
period at the consolidated statement of financial position to the contractual maturity date. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying values,

as the impact of discounting is not significant.
LESS THAN
iy
AT 31 DECEMBER 2015
Borrowings and bank facilities 6,244,522 2,672,405
Trade and other payables 7,065,821 =

AT 31 DECEMBER 2014
Borrowings and bank facilities 3,022,431 255,938
Trade and other payables 10,191,515 -

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that™ entities in the Group will be able to continue as going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Group consists of net debt (borrowings offset by cash and cash equivalents) and equity
(comprising capital, reserves, retained earnings and non-controlling interests).

The gearing ratio as at 31 December is as follows:

Total borrowings and bank facilities 8,506,243 3,249,868
Less: cash and cash equivalents (1,610,919) (1,955,948)
Net debt 6,895,324 1,293,920
Total equity 24,357,324 22,819,748
Total capital 31,252,648 24,113,668
Gearing ratio (%) 22 5
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FAIR VALUE ESTIMATION
The fair values of financial assets and financial liabilities are determined as follows:

- Level one: Quoted prices in active markets for identical assets or liabilities.

+ Level two: Quoted prices in an active market for similar instruments. Quoted prices for identical assets or liabilities
in market that is not active. Inputs other than quoted prices that are observable for assets and liabilities.

+ Level three: Inputs for the asset or liabilities that are not based on observable market data.
The table below gives information about how the fair values of the financial assets and liabilities are determined:

FINANCIAL ASSETS FAIR VALUE AS AT FAIRVALUE  VALUATION SIGNIFICANT RELATIONSHIP OF
31 DECEMBER HIERARCHY TECHNIQUE(S) UNOBSERVABLE UNOBSERVABLE
AND KEY INPUT(S) INPUTS TO FAIR
2015 2014 INPUT(S) VALUE

Available for sale investments:
Local shares — quoted 55,505 2,520,895 Levelone Last bid price NA NA

The fair values of other financial assets and financial liabilities approximately equal its book value as at the
consolidated financial statements date.

CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of consolidated financial statements in conformity with IFRS requires management to make
estimates and assumptions that may affect amounts reported in these financial statements, as actual results could
differ from those estimates. It also requires management to exercise its judgment in the process of applying the
Group's accounting policies. Judgments and estimates that are significant to the consolidated financial statements
are:

Judgments
Classification of investments

Management has to decide on acquisition of a financial instrument whether it should be classified as carried at
fair value through profit or loss, available for sale or as loans and receivables. In making that judgment the Group
considers the primary purpose for which it is acquired and how it intends to manage and report its performance.
Such judgment determines whether they are subsequently measured at cost or at fair value and if the changes in fair
value are reported in the consolidated statement of income or other comprehensive income.

Impairment of available for sale investments

The Group treats available for sale investments as impaired when there has been a significant or prolonged decline
in the fair value below its cost or where other objective evidence of impairment exists. The determination of what is
“significant” or “prolonged” requires considerable judgment and involves evaluating factors including industry and
market conditions, future cash flows and discount factors.

Estimation uncertainty
Impairment of financial and non financial assets

The Group reviews its financial assets classified as “loans and receivables’, available for sale investments and other
assets like inventory, property, plant and equipment and intangible assets periodically to assess whether a provision
forimpairment should be recorded in the statement of income. In particular, considerable judgment by management
is required in the estimation of the amount and timing of future cash flows when determining the level of provisions
required. Such estimates are necessarily based on assumptions about several factors involving varying degrees of
judgment and uncertainty.

Warranty and commissioning provisions

The Group’s management estimates the related provision for warranty and commissioning based on historical
warranty claim and commissioning cost information, as well as recent trends that might suggest that past cost
information may differ from future claims. Factors that could impact the estimated warranty claim and commissioning
cost include the success of Group’s productivity and quality initiatives, as well as parts and labour costs.
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Revenue recognition

Contract revenue is measured at fair value of the consideration received or receivable. The measurement of contract
revenue is affected by a variety of uncertainties that depend on the outcome of future events. The estimates often
need to be revised as events occur and uncertainties are resolved.

Valuation of investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognised in the statement
of income. The Group engaged independent valuation specialists to determine fair values and the valuers have used
valuation techniques to arrive at these fair values. These estimated fair values of investment properties may vary
from the actual prices that would be achieved in an arm’s length transaction at the reporting date (note 6).

5. PROPERTY, PLANT AND EQUIPMENT

COST

AS AT 1 JANUARY 2014 8,347,121 3,618,110 7,116,462 1,179,569 221,355 20,482,617
Additions - 205,783 395,219 50,353 52,628 703,983
Transfers - 206,754 - - (206,754) -
Disposals - (195,012) (3,848) (2,648) - (201,508)
AS AT 31 DECEMBER 2014 8,347,121 3,835,635 7,507,833 1,227,274 67,229 20,985,092
Acquisition of subsidiary (note 23) 7,307,168 - 685,317 461,230 - 8,453,715
Additions - 31,671 842,353 191,668 31,129 1,096,821
Disposals - (249,554) (201,912) (37,521) - (488,987)
Foreign currency translation difference - 2,154 19,271 5,527 545 27,497
AS AT 31 DECEMBER 2015 15,654,289 3,619,906 8,852,862 1,848,178 98,903 30,074,138
Depreciation

AS AT 1 JANUARY 2014 663,296 3,182,871 4,845,056 1,091,990 - 9,783,213
Charge for the year 173,008 230,310 848,845 67,302 - 1,319,465
On disposals - (187,037) - (2,646) - (189,683)
AS AT 31 DECEMBER 2014 836,304 3,226,144 5,693,901 1,156,646 - 10,912,995
Acquisition of subsidiary (note 23) 1,780,242 - 523,518 346,876 - 2,650,636
Charge for the year 214,099 208,492 606,880 132,305 - 1,161,776
Disposals - (250,951) (181,279) (37,435) - (469,665)
Foreign currency translation difference - 1,586 19,257 4,246 - 25,089
AS AT 31 DECEMBER 2015 2,830,645 3,185,271 6,662,277 1,602,638 - 14,280,831
NET BOOK VALUE

As at 31 December 2014 7,510,817 609,491 1,813,932 70,628 67,229 10,072,097
As at 31 December 2015 12,823,644 434,635 2,190,585 245,540 98,903 15,793,307

The buildings is constructed on leasehold lands. Leasehold lands are under operating leases from the Government
of Kuwait for residual periods expired during 2017, 2018, 2019 and 2020.

Depreciation charge for the year has been allocated in the consolidated statement of income as follows:

Cost of sales 900,068 1,050,488
General and administrative expenses 261,708 268,977
1,161,776 1,319,465
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INVESTMENT PROPERTIES
Investment properties represent in properties in Dubai - United Arab Emirates (UAE).

As at 31 December 2015, the investment properties were revalued by two independent valuers using market
comparable approach that reflects recent transaction prices for similar properties and is therefore classified under
level 2. Group management has fair valued these investment properties taking the lower of the two valuations.
Accordingly, the Group had booked an unrealized loss of KD 139,121 in the consolidated statement of income for
the current year (gain with KD 2,797,597 - 2014). In estimating the fair value of investment properties, the highest
and best use is their current use.

The below table is the investment properties movement during the year:

Balance as at 1 January 7,537,468 3,460,725
Additions 130,872 2,533,648
Disposals - (1,254,502)
Unrealized (loss)/ gain on valuation (139,121) 2,797,597
Foreign currency translation difference 280,653 -
DECEMBER 31 BALANCE AS AT 7,809,872 7,537,468

INVESTMENT IN ASSOCIATE

The Group holds 50% equity interest in Natcon — Engineering and Contracting S.A.L (“Natcon Lebanon”), an company
incorporated in Lebanon and engaged in providing turnkey solutions like building construction, construction
management, engineering & architecture design and interior design contracting.

Summarized financial information considered for the year ended 31 December is as follows:

Kuwaiti Dinars (in 1000’s)

Current assets 886 628
Non-current assets 2,873 2,879
Current liabilities 3,315 2,331
Non-current liabilities 171 211
Revenue 1,844 2,155
Net loss (665) (546)

AVAILABLE FOR SALE INVESTMENTS

Quoted investments 55,505 2,520,895
Unquoted investments 933,403 933,403
988,908 3,454,298

Unquoted investments include an amount of KD 933,403 as of 31 December 2015 (KD 933,403 - 2014) which is carried
at cost less impairment, since a reliable approximation of their fair value cannot be made. The Group management is
not aware of any circumstance that would indicate impairment in value of these investments.

Available for sale investments are denominated in the following currencies:

Kuwaiti Dinar 405,505 2,870,895
UAE Dirham 583,403 583,403
988,908 3,454,298
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INVENTORIES
2015 JEEUTEN
Raw materials 623,236 228,958
Spare parts 1,113,976 986,275
1,737,212 1,215,233
Provision for obsolescence (351,959) (343,549)
1,385,253 871,684
TRADE AND OTHER RECEIVABLES
EESDEN e
Trade receivables 13,147,701 11,313,666
Advance to suppliers 635,171 293,356
Retention receivables 8,018,983 9,864,473
Notes receivables 200,000 -
Others 382,513 559,194
22,384,368 22,030,689
Provision for doubtful debts (4,989,817) (5,215,894)
17,394,551 16,814,795

Trade receivables which are not matured and not impaired amounted to KD 8,601,496 as at 31 December 2015 (KD
10,625,104 - 2014).

Trade receivables include KD 8,157,884 as at 31 December 2015 (KD 5,896,335 - 2014) that are past due but not
impaired. Following are ageing of receivables that are past due but not impaired:

Up to 6 months 4,628,592 989,580
6 -12 months 876,363 4,906,755
12 -24 months 2,652,929 -

8,157,884 5,896,335

Trade receivables include KD 4,989,817 as at 31 December 2015 (KD 5,215,894 - 2014) that are past due and impaired.

Reconciliation of provision for impairment of trade and other receivables:

Opening balance - 1 January 5,215,894 3,180,145
Impairment losses recognized on receivables 777,488 2,866,675
Impairment losses reversed (865,543) -
Amounts written off during the year (152,351) (830,926)
Foreign exchange translation gain 14,329 -
December 31 - Closing balance 4,989,817 5,215,894

The Group holds letter of guarantee and letter of credit amounting to KD 404,971 as collaterals.

45



D ——
4_

11.

12.

13.

46

AMOUNTS DUE FROM/ (TO) CUSTOMERS UNDER CONSTRUCTION CONTRACT

Construction costs incurred plus recognised profits less recognised losses to date 73,477,791 141,087,196
Less: progress billings (73,586,848) (142,594,160)
(109,057) (1,506,964)

Recognised and included in the consolidated financial statements as amounts due:

- to customers under construction contracts (733,347) (2,878,483)
- from customers under construction contracts 624,290 1,371,519
(109,057) (1,506,964)

CASH AND BANK BALANCES
Cash on hand 45,010 64,886
Current and call accounts 1,326,310 1,506,843
Time deposits 239,599 384,219
1,610,919 1,955,948

The average interest rate on the deposits was 0.5% as at 31 December 2015 (0.5% - 2014).

EQUITY

Share capital

As at 31 December 2015, the authorized, issued and paid up capital of the Parent Company amounted to KD
8,023,358 distributed to 80,233,576 shares of 100 fils each (KD 7,293,962 distributed to 72,939,615 shares — 2014)
and all shares are in cash.

On 9 June 2015, the commercial register has been amended by the effect of distribution of bonus share.

Dividend

The Annual General Assembly meeting held on 11 May 2015 approved the consolidated financial statements for
the year ended 31 December 2014 and approved cash dividend of 5 fils per share for 2014 (10 fils -2013) and share
dividend of 10% of paid-up capital for 2014 (5% -2013).

Treasury shares

Number of shares 1,560,071 1,418,194
Percentage of issued shares % 1.94 1.94
Market value (KD) 340,095 343,203
Cost (KD) 297,568 297,568

The Parent Company is required to retain reserves and retained earnings equivalent to the value of treasury shares
throughout the period, during which they are held by the company, pursuant to instructions of the relevant
regulatory authorities.

Statutory reserve

In accordance with the Companies Law and the Parent Company’s Articles of Association, 10% of the net profit for
the year has been transferred to statutory reserve. The Parent Company may resolve to discontinue such transfers
when the statutory reserve equals to 50% of it’s paid up share capital. The statutory reserve can be utilized only
for distribution of a maximum dividend of up 5% of the paid up share capital in years when retained earnings are
insufficient for this purpose.
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In accordance with the Parent Company’s Articles of Association, 10% of the net profit for the year has been
transferred to voluntary reserve. The Parent Company may resolve to discontinue such transfers when the voluntary
reserve equals to 50% of it’s paid up share capital. There is no restriction on distribution of voluntary reserve.

OTHER RESERVES
REVALUATION FOREIGN
RESERVE CURRENCY
TRANSLATION
RESERVE
Balance as at 1 January 2014 158,935 4,328,539 456,391 106,114 5,049,979
Total other comprehensive (loss)/ income items - - (447,688) 90,261 (357,427)
2014 December 31 Balance as at 158,935 4,328,539 8,703 196,375 4,692,552
Balance as at 1 January 2015 158,935 4,328,539 8,703 196,375 4,692,552
Total other comprehensive (loss)/ income items - - (978) 354,712 353,734
Balance as at 31 December 2015 158,935 4,328,539 7,725 551,087 5,046,286

BORROWINGS AND BANK FACILITIES

Short term

Bank overdraft 3,170,054 1,207,524

Promissory notes 1,301,567 1,492,344

Loans 1,492,723 300,000
5,964,344 2,999,868

Long term

Loans 2,541,899 250,000
8,506,243 3,249,868

Maturity of borrowings and bank facilities is as follows:

Within one year 5,964,344 2,999,868
More than one year to three years 2,541,899 250,000
8,506,243 3,249,868

Borrowings and bank facilities are carried at variable interest rate. The effective interest rate on the borrowings and
bank facilities was 4.45% as at 31 December 2015 (2014 - 4.75%).

Borrowings and bank facilities are secured against assigned of revenue for certain contracts and promissory notes.
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TRADE AND OTHER PAYABLES

Trade payables

Contract advances — construction
Provisions

Accrued expense

Cash dividends

Other payables

5,356,813 6,132,950
1,435,026 1,609,660
543,127 546,677
377,649 494,148
52,599 51,856
2,315,658 2,888,442
10,080,872 11,723,733

During the current year, the Parent Company closed old credit balances amounted to KD 231,677 taking into

consideration the legal consultant opinion.

COST OF SALES

Materials

Staff costs

Subcontract costs
Depreciation and amortization
Lease rentals

Repairs and maintenance
Others

OTHER OPERATING INCOME/ (EXPENSE)

Closing of credit balances

Gain on sale of property, plant and equipment
Reverse/ (provide) provision for doubtful debts
Interest income

Written off trade and other receivables

Gross loss from Hotel

GENERAL AND ADMINISTRATIVE EXPENSES

Salaries and wages
Depreciation and amortization
Lease and Rentals

Repair and maintenance
Others

9,423,140 9,842,630
3,366,106 4,857,610
3,875,555 6,691,248
820,112 1,115,449
686,927 637,468
669,462 662,622
1,061,095 3,066,447
19,902,397 26,873,474
BEETIEN Eeia
231,677 -
59,212 11,825
88,055 (2,866,675)
221 10,463
(79,287) -
(76,681) -
223,197 (2,844,387)
BEETIENN eia
1,338,004 1,812,686
261,708 268,977
104,119 113,415
37,522 55,366
573,664 433,092
2,315,017 2,683,536
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NET INVESTMENTS GAINS/ (LOSSES)

Bargain purchase gain from acquisition of subsidiary 670,744 -
Gain on sale of available for sale investments 276,326 33,850
Share of loss from associate (346,575) (332,980)
Impairment loss on available for sale investments (25,820) (1,683,280)
Impairment loss on unconsolidated subsidiary - (74,403)

574,675 (2,056,813)

EARNINGS PER SHARE

Earnings per share is calculated by dividing the net profit for the year by the weighted average number of shares
outstanding during the year.

The weighted average number of shares outstanding during the year is calculated as follows:

Weighted average number of issued and fully paid up shares 80,233,576 80,233,576
Less: weighted average number of treasury shares (1,560,071) (1,560,071)
Weighted average number of shares outstanding 78,673,505 78,673,505
Net profit for the year 1,541,449 2,162,318
Earnings per share (fils) 19.59 27.48

Earnings per share for the year ended 31 December 2014 has been amended taking in consideration the effect of
dividends share issued during the year (note 13).

DIVIDENDS

On 22 March 2016, the Board of Directors proposed cash dividend of 6% for the year ended 31 December 2015 (after
deduction of treasury shares), and also proposed bonus shares distribution of 25% from the paid-up capital for the
year 2015.This proposal is subject to approval from the general assembly of the Parent Company and the competent
authorities.
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23. BUSINESS COMBINATION
On January 2015, the Group acquired 100% of “Taameer Lebanon Holding S.A.L" for a cash consideration of KD
206,613 in addition to the proceeds from selling available for sale investment of KD 2,684,840. The portfolio was
pledged for the seller as final settlement, and the seller shall have no recourse against the group for any further
amounts.

The Group recognized the identifiable assets and the liabilities of the acquired subsidiary using the related fair value.
The identifiable assets and liabilities fair value exceed the consideration transferred by KD 670,744, which has been
recognized as bargain purchase gain.

Find below the fair value of the net assets acquired at the date of acquisition:

Cash and bank balances 69,191
Trade and other receivables 107,530
Inventories 15,488
Property, plant and equipment 5,803,079
Due to owner (675,073)
Trade and other payables (255,414)
Borrowings and bank facilities (2,167,546)
Provision for post-employment benefits (10,131)

2,887,124
Add the amount due to owner transferred to group 675,073
Fair value of net assets acquired 3,562,197
Less: Fair value of investment portfolio as at the date of acquisition (2,684,840)
Less: Cash paid (206,613)
Total consideration (2,891,453)
Bargain purchase gain from acquisition of a subsidiary 670,744
Cash paid 206,613
Less cash and bank balances as at the date of acquisition (69,191)
Cash and cash equivalent used for the cash flow purpose 137,422

The non-cash transaction has been eliminated from the cash flows.
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SEGMENTAL INFORMATION

The Group's operating segments are determined based on the reports reviewed by the chief executive officer for
strategic decisions. These segments are strategic business units that offer different products and services. They are
managed separately since the nature of the products and services, class of customers and marketing strategies of
these segments are different.

These operating segments meet the criteria for reportable segments and are as follows:

. Construction, installation and maintenance

+ Investment of surplus funds

+ Hotel

Segment results include revenue and expenses directly attributable to a segment.

Segment assets and liabilities comprise those operating assets and liabilities that are directly attributable to the

segment. Capital expenditure represents the total cost incurred during the year to acquire assets that are expected
to be used for periods exceeding one year.

INVESTMENT UNALLOCATED
YEAR ENDED 31 DECEMBER 2015
Operating income 23,455,164 = = = 23,455,164
Segment result 3,552,767 - - - 3,552,767
Net profit for the year 3,119,895 574,674 (162,531) (1,990,589) 1,541,449
Assets 25,879,661 8,935,056 5,256,062 5,679,030 45,749,809
Liabilities 13,833,447 - 3,210,735 4,348,303 21,392,485
INVESTMENT UNALLOCATED
YEAR ENDED 31 DECEMBER 2014
Operating income 33,897,477 - - - 33,897,477
Segment result 7,024,003 - - - 7,024,003
Net profit for the year 3,118,084 792,866 - (1,748,632) 2,162,318
Assets 21,800,237 11,474,617 - 9,329,112 42,603,966
Liabilities 14,546,681 - - 5,237,537 19,784,218

GEOGRAPHICAL INFORMATION

2015 DECEMBER 31 YEAR ENDED

Kuwait 21,951,722 11,136,640
United Arab Emirates 157,086 7,857,025
Oman 1,346,356 56,346
Lebanon - 5,014,041
Others - 670,744

23,455,164 24,734,796
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VEAR ENDED 31 DECEMSER 2014 neveus  NowUENT

Kuwait 31,551,540 13,503,907
United Arab Emirates 1,309,863 7,553,067
Oman 1,036,074 50,195
Others - 482,851

33,897,477 21,590,020

RELATED PARTY TRANSACTIONS

The Group enters into transaction with related parties on terms and conditions approved by management. Parties
are considered to be related if one party has the ability to control the other party or exercise significant influence
over the other party in making financial or operational decisions.

In the normal course of business the Group enters into transactions with related parties, i.e. companies owned by
shareholders and directors. Terms of these transactions are approved by the Group’s management.

Details of related party transactions other than those disclosed elsewhere in the financial statements are as follows:

BALANCES:

Post employment benefits 12,118 9,325
TRANSACTIONS:

Salaries and other short-term employee benefits 194,250 534,089
Termination benefits 2,793 2,793
Reversal of provision of doubtful debts 513,352 -

During the year ended 31 December 2015, the Group signed a settlement agreement to settle the amount due
from one of the related parties against receiving assets and cash. During the current year the Group received assets
from this party amounted to KD 513,352, accordingly, a provision of the same amount have been reversed to the
statement of income for the period ended 31 December 2015.

The Group guarantee one of the related parties for bank facilities. The Group has been charged by an amount of
KD 229,285 in the statement of income for the current year as the related party default in the payment of the bank
facilities.

COMMITMENTS AND CONTINGENT LIABILITIES
The Group has the following commitments and contingent liabilities:

Commitments
Capital commitments 80,200 109,300
Letters of credit 1,590,647 1,091,967

Contingent liabilities

Letters of guarantee 22,124,549 17,366,199
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