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Board of Directors otatement

Dear Shareholders,

On behalf of my colleagues members of the Board of
Directors, the Executive Management, and myself, | am
pleased to extend to you my heartfelt thanks and deepest
appreciation for your continuous support during the last
period and your response to attend the general assembly
meeting of our Company. | am pleased also to present
to you the annual report for the financial year ending
31/12/2016 by which we demonstrate the most significant
achievements realized by the Company during that year.

Our Company'’s Income in 2016

The Kuwait Company for Process Plant Construction &
Contracting (KCPC) Succeeded to adapt with the local and
regional economic difficulties and changes, which cast
their impacts on the contracting sector in general and
governmental projects in particular, thereby leading to
recession in the market. However, KCPC was able to triumph
over these complications and maintain the pattern of its
performance based on directions of its Board of Directors to
maximize the value of its shareholders, as well as continuing
to realize growing and feasible revenues on the long run.
As a consequent, the following financial results have been
realized by KCPC:

«  Total profits amounted to KD 3.7 million at the end of
2016, compared with KD 2.5 million for the year 2015.

«  Net profits amounted to KD 1.2 million for the year
2016 compared with KD 1.5 million for the year 2015.

«  Earning per share (EPS) reached 12.24 fils in 2016,
compared with 15.67 fils in 2015. The financial
statements and reports relevant to the Company’s
business have been reviewed and discussed at the
meeting of the Board of Directors convened on
14/3/2017, and the Board of Directors pledges the
authenticity and integrity of the statements and
reports  submitted.

Corporate Governance
In the framework of KCPC's compliance to satisfy the
requirements and directives of Capital Markets Authority

(CMA), on which corporate governance regulations are
based, and mainly targeted to protect shareholders’ rights,
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KCPC built a balanced structure of the Board of Directors
and formed the Board Committees, as follows:

. Nomination and Remuneration Committee.
«  Audit and Risk Committee.

« Availability of internal control regulations and
compliance, and other governance rules issued by the
Capital Markets Authority, along with all achievements
of the Board of Directors in this regard, as identified in
the Corporate Governance Report

Demonstrating Activities of KCPC During 2016

Thanks to the experience and efficiency of our team work,
KCPC succeeded to honor its promises and complete the
majority of projects works, as follows:

1. Construction, completion and maintenance of the
headquarters of Equate Petrochemicals Company’s project
for a value of KD 11.5 million. This project consists of round
building, composed of basement, ground floor, three floors,
round lobby containing public spacious areas, panoramic
elevators, stairs, and offices in the first floor, in addition to
multi-level external car park accommodating 190 cars.

2. Construction, completion and maintenance of Al-
Massaleh Towers for a value of KD 15 million. This project
consists of two towers, Tower (A) which consists of twenty
nine floors and Tower (B) which consists of forty floors, with
all the external landscaping.

Projects which KCPC Signed their Contracts in 2016

1. The project of design, construction, completion and
maintenance of roads, storm water streams, sanitary
drainages and other services for the developed road from
Saad Al-Abdallh Area Road to the Bohaith Gate. The value
of this project reached KD 97.9 million. It is located north
east Kuwait with a length of 28 KM. It comprises four lanes
for each direction, four crossings and bridges, in addition to
three rail way crossings.

2. KCPC took part in several tenders, of which tender No.
RA/237 concerning the project of construction, completion
and maintenance of roads, bridges, storm water and
sanitary streams and other services for the road connecting



between Al-Zoor Port and Wafra, which was awarded to the
KCPC during 2016 for a value of KD 64.9 million. The project
is located south Kuwait on a length of 33 KM and consists of
five crossings and bridges with three lanes in each direction.

Concrete and Asphalt Production Plant Works

KCPC plants established on its plots are deemed among
the modern enterprises specialized in the production of
readymix concrete and asphalt. These plants have been
accredited with the world quality certificate (ISO) by the
specialized quality accreditation agencies. For the purpose
of realizing its strategic objectives, KCPC developed the
plant productivity in terms of quality and the volume
of production, and these plants are deemed among the
biggest readymix concrete and asphalt production plants in
the State of Kuwait.

The value of works executed by the readymix concrete and
asphalt division in 2016 is estimated at KD 6.8 million.

Commercial Sector

The supply, installation and maintenance of swimming
pools and their requisites are deemed among the business
priorities of KCPC specialty. This Sector signed several
contracts for the supply, installation and maintenance
of swimming pools in several areas in Kuwait. KCPC also
executed several projects for installation of elevators and
electric escalators in the governmental and private sectors
in the State of Kuwait. KCPC’s branch in Sultanate of Oman is
among the leading sectors for installation and maintenance
of elevators and electric escalators in Sultanate of Oman.
Worth mentioning is that this branch revenues in the
financial year 2016 amounted to KD 1.4 million, while the
net profit for the same year reached KD 194 thousand.

Human Resources

KCPC believes that its labor force accounts for the most
significant element for realizing its success and pioneering
in the market. Therefore, KCPC endeavors to extend
continued development to the potentials of its staff and
to improve their performance, by way of training them
and providing them with convenient and distinct business
environments to reach its desired objectives. As such, we
have succeeded to maintain our distinguished staff and
worked for increasing the number of Kuwaiti personnel
in the Company as to make available job opportunities to
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them to realize business advancement and promotion by
means of follow up and holding continued training courses.

Future Outlook

KCPCis looking forward to holding unique position to be the
pioneer on the local and regional arenas, by diversification
of its activities to assume major role and position in
executing mega projects in future in the State of Kuwait
and the Arabic Gulf. This will render KCPC ability to establish
strategic alliances with relevant companies, to qualify and
execute projects in some Arab countries during the year
2017, thereby enhancing and consolidating the presence of
KCPC in the enterprises and construction sectors.

The Board of Directors Recommendations

The Board of Directors recommended the following to the
general assembly:

1. Distribution of cash dividends by 5% of the nominal value
of one share, i.e. 5 fils per share, to shareholders entered in
the Company’s registers as at the date of convention of the
ordinary general assembly.

2. Endorsement of the remuneration to the members of the
Board of Directors for the financial year ending 31 December
2016, totaling KD 30,000 (thirty thousand Kuwaiti dinar).

In conclusion, | would like to express my extreme thanks
and utmost appreciation to Messrs the shareholders for
their continued support to us and the confidence they
accorded in the Company’s performance and the Executive
Management. Our thanks are extended also to our dear staff
for their utmost efforts they have exerted to reach the best
outcomes. | am also pleased and honored, on behalf of the
members of the Board of Directors and myself, to extend our
deepest thanks and appreciation to His Highness the Amir
Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah, Amir of Kuwait,
and his Crown Prince, His Highness Sheikh Nawaf Al-Jaber Al-
Ahmad Al-Sabah, and the Premier Sheikh Jaber Al-Mubarak
Al-Sabah, and Excellences the concerned ministers, as well
as chairmen of all the regulatory bodies for the continued
support they have provided to the contracting sector and
companies operating in the State of Kuwait.

Best Regards
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PARTICIPATION

KUWAIT

MINISTRY OF PUBLIC WORKS

MAIN CONTRACTOR
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PROJECTS
& AGRIEVEMENTS

NEW ROADS FROM
SAAD AL ABDULLAH ROAD
TO BOHAITH GATE - RA/225

Construction, completion and maintenance of roads,
storm water streams, sanitary drainages and other
services for the developed road from Saad Al-Abdallh
Area Road to the Bohaith Gate. The value of this project
reached KD 97.9 million. It is located north east Kuwait
with a length of 28 KM. It comprises four lanes for each
direction, four crossings and bridges, in addition to
three rail way crossings.
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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.

The office building has a circular atrium with ample
public spaces, panoramic elevators and ceremonial
staircases. Offices are located on the first and second
floors.

MAIN CONTRACTOR
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MUSSAED AL-SALEH
HEALTH CENTER PROJECT - MSHC

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

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

. MAIN CONTRACTOR Laboratories,  Radiology,  Auditorium).

T Lo gy | _-,_,_.-"'
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AL-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 all complete with interior fit-
outs and landscaping.

MAIN CONTRACTOR PARTICIPATION
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UTILITIES TUNNEL AT
NEW KUWAITUNIVERSITY CAMPUS

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.

Yt > MAIN CONTRACTOR
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Independent Auditors’ Report to the Shareholders

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

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of The Kuwait Company for Process Plant Construction and
Contracting K.S.C.P (“the Parent Company™) and its subsidiaries (“the Group™), which comprise the consolidated
statement of financial position as at 31 December 2016, and the consolidated statement of income, consolidated statement
of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2016, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

‘We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
tesponsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current year. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters:

Recognition of revenue

In reference to the accounting policy note 2.3.11 to these consolidated financial statements, Revenue from civil
construction and service contracts are recoghized under the percentage of completion method. The stage of completion
is measured by surveys of work performed.

In doing so, the Company’s management are required to exercise significant judgement in their assessment of the work
performed, valuation of contract variations and claims; the completeness and accuracy of forecast costs to complete; and
the ability to deliver contracts within forecast timescales.

Actual results of contracts may significantly differ. Dependent on the level of judgement in each, the range on each
contract can be individually material. In addition, changes in these judgements, and the related estimates, as contracts
progress can result in material adjustments te revenue and margin. Accordingly, we considered this as a key audit matter.
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Deloitte. Crowe Horwath.

Independent Auditors’ Report to the Shareholders (continued)

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

Report on the Audit of the Consolidated Financial Statements {continued)

Key Audif Matters (continued)

Recognition of revenue (continued)

Our audit work related to contract revenue, included:

- Assessment of the design and implementation of internal controls to verify effectiveness and appropriateness of the
procedures in place to update the status of the executed part from the contract on a regular basis and recording the
contract revenue accordingly;

Selecting a sample of contracts in order to challenge both current and future financial performance.
- Testing the existence and valuation of claims and variations costs via inspection of correspondence with customers;
- Assessment of the appropriateness of cost to complete forecasts methods ;

- Assessment of the Group’s ability to deliver contracts within budgeted cost and timescales and any exposures to
liquidated damages for late delivery of contract works; via inspection of performance report, legal reports, and
correspondence with customers.

- Assessment of the appropriateness of the management’s estimates to determine any indication of future losses.

Valuation of investment properties

As at 31 December 2016, investment properties amounting to KD 7,973,503 represent 20% of total assets. The disclosures
relating to the investment properties are given in notes 2.3.5, 4, and 6 to the consolidated financial statements.

The valvation of real estate properties requires significant estimates and judgements. The significance of the estimates
and judgements involved, coupled with the fact that only a small percentage difference in individual property valuations,
when aggregated, could result in a material misstatement, warrants specific audit focus in this area.

The properties valuation was carried out by independent third party valuers (the ‘Valuers®). The Valuers were engaged
by the Group’s management. The Valuers are certified in their relevant jurisdictions and have considerable experience of
the markets in which the Group operates.

As a part of our audit procedures, we considered the appropriateness of the methodologies, and techniques as well as
models and inputs used for valuations; we also used our real estate internal expert to assess the valuation of investments
properties located outside Kuwait.

Impairment of Trade and Other Receivables

As at 31 December 2016, Trade and other receivables amounting to KD 15,512,981 represent 39 % of total assets. The
disclosures relating to the trade and other receivables are given in notes 2.3.2, 4 and 10 to the consolidated financial
statements.

The determination of Impairment in trade receivables requires management to take the appropriate decision on estimating
the amounts and timing of future cash flows. This requires management to make assumptions about several factors
involving varying degrees of judgment and uncertainty.

The Group’s management prepare a study to identify trade and other receivable balances that are impaired, taking into
consideration the aging of the receivable, future cash flows, value the collateral. Due to this, we have considered
impairment of trade and other receivables as a key audit matter.

Our audit procedures included the identification of policies and procedures applied by the Group management to record
the impairment of trade and other receivable taking into consideration the customer’s repayment ability, aging of the
receivable, collaterals obtained by the customers to secure the payment of their receivables as well as and the legal
department opinion. We assess the design and operating effectiveness of controls over trade and other receivables, we
also performed detailed testing on a sample of receivable balances, identified for impairment and a sample which the
management had not identified as potentially impaired, to assess that the management’s estimates are reasonable.
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Independent Auditors® Report to the Shareholders (continued)

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

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Significant accounting freatments

The consolidated financial statements include the impact of certain significant accounting treatment during the year.
Accordingly, we considered this as a key audit matter which are summarized in the following:

- Acquisition of stakes in associates for cash consideration of KD 1,884,604 and classified as investment in associate
from the date of exercising the significant influence. This resulted bargain purchase gain of KD 481,466 which
recognized in the consolidated statement of income for the current year.

- During the current year, the Group’s management change the accounting policy of the leasehold land classified as
property plant and equipment from Fair value to cost. The company applied this change in accounting policy
retrospectively, which resulted in decrease of the assets and the equity with an amount of KD 4.3 m as at 1 January
and 31 December 2015.

The disclosures relating to the above are given in notes 2.3.1, 2.3.6, 7 and 23 to the consolidated financial statemens.

For each transaction, we understood the nature of the transaction and assessed the proposed accounting treatment in
relation to the Group’s accounting policies and relevant IFRSs. We tested the design, implementation and operating
effectiveness of controls to determine the effectiveness of controls applied.

For the associate’s acquisition, we obtained and reviewed the key supporting documentation such as Purchase
Agreements, which we read in order to understand the most significant items of transaction, also as a part of our audit
procedures, we used our internal valuation specialist to assess the fair value of the identifiable assets acquired and
liabilities assumed at their acquisition date, as well as the accuracy and appropriateness of disclosures included in the
notes to these consolidated financial statements.

For the change in accounting policy, we assessed whether the change in accounting policy is accounted for in accordance
with IFRSs and verified the accuracy and appropriateness of disclosures included in the notes to these consolidated
financial statements.

Other Information

Management is responsible for the other information. The other information comprises all information included in the
annual report other than the consolidated financial statements and our auditors’ report thereon. The annual report for the
year ended 31 December 2016 is expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated,

When we read the annual report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.

Respousibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditors’ Report to the Shareholders (continued)

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

Report on the Audit of the Consolidated Financial Statements (continued)

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
unsers taken on the basis of these consolidated financial statements.

As part of an aundit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e  Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain andit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s
internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

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

e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely respensible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with these charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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Independent Auditors’ Report to the Shareholders (continued)

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

Report on the Audit of the Consolidated Financial Statements (continued)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the 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 its executive regulation 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 and its executive regulation or by the Parent Company’s
Memorandum and Articles of Association as amended have occurred during the financial year ended 31 December 2016,
that might have had a material effect on the business of the Group or on its consolidated financial position.

> L .
/Bﬁf‘fﬁ;; Rabea Saad Al-
Licence No. 62A \ Licence No. 15
Deloitte & Touche - Al Wazzan & Co.
Kuwait, 14 March 2017
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.

And its Subsidiaries
State of Kuwait

Consolidated Statement of Financial Position as of 31 December 2016

(All amounts are in Kuwaiti Dinars)

Assets

Non current assets

Property, plant and equipment
Investment properties
Intangible asset

Investment in associate
Available for sale investments

Current assets

Inventories

Trade receivables and other debit balances
Contracts in progress — due from customer
Cash and bank balances

Total assets

Equity and liabilities
Equity

Share capital
Treasury shares
Statutory reserve
Voluntary reserve
Other reserves
Retained earnings
Total equity

Liabilities

Non current liabilities

Post employment benefits
Borrowings and bank facilities

Current liabilities

Borrowings and bank facilities

Trade payables and other credit balances
Contracts in progress — due to customer

Total liabilities
Total equity and liabilities

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

Najeeb Hamad Al Saleh |
Chairman

Note

10
11
12

13
13
13
13

15

15
16
11

2016 2015 2014
(restated — note 23)  (restated — note 23)
11,005,801 11,464,768 5,743,558
7,973,503 7,809,872 7,537,468
5,226 6,433 43,306
1,884,604 136,276 482,851
415,790 988,908 3,454,298
21,284,924 20,406,257 17,261,481
1,324,507 1,385,253 871,684
15,512,981 17,394,551 16,814,795
565,249 624,290 1,371,519
1,353,261 1,610,919 1,955,948
18,755,998 21,015,013 21,013,946
40,040,922 41,421,270 38,275,427
10,029,197 8,023,358 7,293,962
(414,682) (297,568) (297,568)
3,107,247 2,978,365 2,814,325
3,076,695 2,947,813 2,783,773
856,144 717,747 364,013
4,125,537 5,659,070 5,532,704
20,780,138 20,028,785 18,491,209
2,099,590 2,072,023 1,932,134
2,563,715 2,541,899 250,000
4,663,305 4,613,922 2,182,134
6,589,106 5,964,344 2,999,868
7,558,373 10,080,872 11,723,733
450,000 733,347 2,878,483
14,597,479 16,778,563 17,602,084
19,260,784 21,392,485 19,784,218
40,040,922 41,421,270 38,275,427
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.
And its Subsidiaries
State of Kuwait

Consolidated Statement of Income for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars)

Note 2016 2015
Revenue 22,814,623 23,455,164
Cost of sales 17 (19,115,808)  (19,902,397)
Gross profit 3,698,815 3,552,767
Other operating (expense)/ income 18 (397,162) 195,916
General and administrative expenses 19 (1,981,757) (2,315,017)
Net investments gains 20 314,714 574,675
Investment properties valuation gain/ (loss) 6 15,078 (139,121)
Finance cost (360,869) (228,817)
Profit before deductions and Board of Directors’ remuneration 1,288,819 1,640,403
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) (11,599) (14,764)
Contribution to National Labour Support Tax (NLST) (32,221) (38,707)
Contribution to Zakat (12,888) (15,483)
Board of Directors’ remuneration (30,000) (30,000)
Net profit for the year 1,202,111 1,541,449
Earnings per share (fils) 21 12.24 15.67

The accompanying notes form an integral part of these consolidated financial statements.
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.
And its Subsidiaries
State of Kuwait

Consolidated Statement of Comprehensive Income for the year ended 31 December 2016
(Al amounts are in Kuwaiti Dinars)

2016 2015

Net profit for the year 1,202,111 1,541,449
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 136,894 354,712
Available for sale investments:
Changes in fair value of available for sale investments 1,503 249,528
Transferred to consolidated statement of income on sale of available for sale investments - (276,326)
Impairment loss on available for sale investments - 25,820

1,503 978)
Total other comprehensive income items 138,397 353,734
Total comprehensive income for the year 1,340,508 1,895,183

The accompanying notes form an integral part of these consolidated financial statements.
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.
And its Subsidiaries
State of Kuwait

Consolidated Statement of Cash Flows for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars)

Note 2016 2015
Cash flows from operating activities
Net profit for the year 1,202,111 1,541,449
Adjustments:
(Gain)/ loss on investment properties (15,078) 139,121
Depreciation and amortization 1,098,765 1,198,649
Other operating expenses/ (income) 117,269 (299,878)
Net investments gains (314,714) (574,675)
Finance cost 360,869 228,817
Post-employment benefits 27,567 129,758
Operating profit before changing in working capital 2,476,789 2,363,241
Trade receivables and other debit balances 1,759,187 (463,458)
Inventories 60,926 (498,081)
Contracts-in-progress — due from customer 59,041 747,229
Trade payables and other credit balances (2,560,761) (1,595,691)
Contracts-in-progress — due to customer (283,347) (2,145,136)
Net cash generated from/ (used in) operating activities 1,511,835 (1,591,896)
Cash flows from investing activities
Proceeds from sale of available for sale investments 242,395 30,078
Purchase of investment properties (47,162) (130,872)
Purchase of property, plant and equipment and intangible assets (748,195) (1,096,821)
Purchase of associates (1,207,000) -
Proceeds from sale of associate 105,612 -
Proceeds from sale of property, plant and equipment 162,264 78,534
Net cash used in acquisition of a subsidiary - (137,422)
Interest income received 691 221
Net cash used in investing activities (1,491,395) (1,256,282)
Cash flows from financing activities
Net proceeds from borrowings and bank facilities 646,578 3,088,829
Purchase of treasury shares (117,114) -
Dividends paid (471,240) (356,863)
Payment of finance cost (336,322) (228,817)
Net cash (used in)/ generated from financing activities (278,098) 2,503,149
Net decrease in cash and cash equivalents (257,658) (345,029)
Cash and cash equivalents at the beginning of the year 1,610,919 1,955,948
Cash and cash equivalents at the end of the year 12 1,353,261 1,610,919

The accompanying notes form an integral part of these consolidated financial statements.
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.
And its Subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars unless otherwise stated)

1.

2.2
2.2.1

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
Parent Company listed in Kuwait Stock Market.

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

e Execute civil, mechanical and electrical works.

e Import the required materials and equipment to such projects.

e Assume tasks of project management and the relevant consulting works in the field of civil, mechanical
and electrical contracting.
e  Execute civil, mechanical and electrical maintenance
e Import and sale of construction materials
e Direct participation in constructing the infrastructure of the projects, residential, commercial, and
industrial projects through (B.O.T) system relevant to the Company’s objectives
e  Own properties and lands necessary to carry out its business
e  Manufacture and sale of asphalt and readymade concrete and its related contracting.
e  Utilize financial surpluses available to the company through investment in portfolios and funds managed
by competent companies and authorities.
The Parent Company may carry out the above business in the state of Kuwait or outside by itself or through
agency. Also, the Parent 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 Parent Company in achieving its objectives in Kuwait and
abroad. The Parent Company may also buy these entities or merge with them.
These consolidated financial statements include the financial statements of the Parent Company and its
subsidiaries detailed in note 26 (“together the Group”).

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. The new Executive Regulations of Law No. 1 of 2016 were issued on 12
July 2016 and was published in the Official Gazette on 17 July 2016. Companies have six months from that
date to comply Law No 1 of 2016 and its executive regulations.

These consolidated financial statements were approved for issue by the Board of Directors on 14 March 2017,
and are subject to approval of shareholders at the Annual General Assembly Meeting. The General Assembly
of the shareholders have the authority to amend these consolidated financial statements after issuance.

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 as stated in the below mentioned policies.

Application of new and revised International Financial Reporting Standards (IFRS)

New and revised IFRSs applied with no material effect on the financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after
1 January 2016, have been adopted in these consolidated financial statements. The application of these revised
IFRSs has had no any material impact on the amounts reported for the current and prior years but may affect
the accounting for future transactions or arrangements.

o Amendments to IAS 1 Presentation of Financial Statements relating to Disclosure initiative

o Amendments to IFRS 11 Joint arrangements relating to accounting for acquisitions of interests in joint
operations

o Amendments to IAS 16 Property, Plant and Equipment and 1AS 38 Intangible Assets relating to clarification
of acceptable methods of depreciation and amortisation
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The Kuwait Company for Process Plant Construction and Contracting K.S.C.P.
And its Subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars unless otherwise stated)

2.2.2

Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture: Bearer Plants

Amendments to IAS 27 Separate Financial Statements relating to accounting investments in subsidiaries,
joint ventures and associates to be optionally accounted for using the equity method in separate financial
statements.

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure of Interests in Other
Entities and 1AS 28 Investment in Associates and Joint Ventures relating to applying the consolidation
exception for investment entities

Annual Improvements to IFRSs 2012 — 2014 Cycle covering amendments to IFRS 5, IFRS 7, IAS 19 and
IAS 34

New and revised IFRS in issue but not yet effective

The Group has not yet applied the following new and revised IFRSs that have been issued but are not yet
effective:

New and revised IFRSs

Annual Improvements to IFRS Standards 2014 — 2016 Cycle amending IFRS 1, IFRS 12 and IAS 28. The
amendments to IFRS 1 and IAS 28 are effective for annual periods beginning on or after 1 January 2018,
the amendment to IFRS 12 for annual periods beginning on or after 1 January 2017.

Amendments to IAS 7 Statement of Cash Flows to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities. Effective for annual periods
beginning on or after 1 January 2017.

Amendments to IAS 40 Investment Property: Amends paragraph 57 to state that an entity shall transfer a
property to, or from, investment property when, and only when, there is evidence of a change in use. A
change of use occurs if property meets, or ceases to meet, the definition of investment property. A change
in management’s intentions for the use of a property by itself does not constitute evidence of a change in
use. The paragraph has been amended to state that the list of examples therein is non-exhaustive. Effective
for annual periods beginning on or after 1 January 2018.

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013 and 2014)

IFRS 9 is effective for annual periods beginning on or after 1 January 2018. IFRS 9 contains accounting
requirements for financial instruments and replaces IAS 39 Financial Instruments: Recognition and
Measurement. The standard contains requirements in the following areas:

o Classification and measurement: Financial assets are classified by reference to the business model
within which they are held and their contractual cash flow characteristics. The 2014 version of IFRS 9
introduces a 'fair value through other comprehensive income' category for certain debt instruments.
Financial liabilities are classified in a similar manner to under IAS 39, however there are differences in
the requirements applying to the measurement of an entity's own credit risk.

o Impairment: 2014 version of IFRS 9 introduces an 'expected credit loss' model for the measurement of
the impairment of financial assets, so it is no longer necessary for a credit event to have occurred before
a credit loss is recognised.

o Hedge accounting: Introduces a new hedge accounting model that is designed to be more closely
aligned with how entities undertake risk management activities when hedging financial and non-
financial risk exposures.

o Derecognition: The requirements for the derecognition of financial assets and liabilities are carried
forward from IAS 39.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014, effective for annual periods beginning on or after 1 January 2018. IFRS
15 establishes a single comprehensive model for entities to use in accounting for revenue arising from
contracts with customers. IFRS 15 will supersede the current revenue recognition guidance including IAS
18 Revenue, 1AS 11 Construction Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services.
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Notes to the Consolidated Financial Statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars unless otherwise stated)

2.3
2.3.1

e IFRS 16 Leases

IFRS 16 was issued on January 2016 with an effective date of annual periods beginning on or after 1
January 2019. IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases.
The standard provides a single lessee accounting model, requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or less or the underlying asset has a low value. Lessors
continue to classify leases as operating or finance, with IFRS 16’s approach to lessor accounting
substantially unchanged from its predecessor, IAS 17.

e Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and
Joint Ventures (2011) relating to the treatment of the sale or contribution of assets from and investor to its
associate or joint venture. The effective date of these amendments are deferred indefinitely.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s financial statements as and when they are applicable and adoption of these new standards,
interpretations and amendments, except for IFRS 9, IFRS 15 and IFRS 16, may have no material impact on the
financial statements of the Group in the period of initial application.

The application of IFRS 15 and IFRS 9 may have significant impact on amounts reported and disclosures
made in the Company’s financial statements in respect of revenue from contracts with customers and the
Company’s financial assets and financial liabilities and the application of IFRS 16 may have significant impact
on amounts reported and disclosures made in the Group’s financial statements in respect of its leases.

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.

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
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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.

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.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Investment in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control
over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about the relevant activities require unanimous consent of
the parties sharing control.

The considerations taken in determining significant influence or joint control are similar to those necessary to
determine control over subsidiaries. The Group’s investments in its associate and joint venture are accounted
for using the equity method.
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2.3.2

Under the equity method, the investment in an associate or a joint venture is initially recognised at cost. The
carrying amount of the investment is adjusted in order to recognise the changes in the Group’s share of net
assets of the associate or joint venture since the acquisition date. Goodwill relating to the associate or joint
venture is included in the investment’s carrying amount and is neither amortised nor individually tested for
impairment. The consolidated statement of income reflects the Group’s share of the results of operations of the
associate or joint venture. Any change in OCI of those investees is presented as part of the Group’s OCI. In
addition, when there has been a change recognised directly in the equity of the associate or joint venture, the
Group recognises its share of any changes, when applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from transactions between the Group and its associate or joint
venture are eliminated to the extent of the interest in the associate or joint venture.

The aggregate of the Group’s share of results of an associate and a joint venture is shown on top of the
consolidated statement of income off the operating profit and also represents the profit or loss after deducting
tax and non-controlling interests in the subsidiaries of the associate or joint venture. The financial statements
of the associate or joint venture are prepared for the same reporting period as the Group. When necessary,
adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in the associate or joint venture. At each reporting date, the Group
determines whether there is an objective evidence that the investment in the associate or joint venture is
impaired. If there is such evidence, the Group calculates the amount of impairment as the difference between
the recoverable amount of the associate or joint venture and its carrying value, then recognises the loss as
‘Impairment of an associate or a joint venture’ in the consolidated statement of income.

Upon loss of significant influence over the associate or joint venture, the Group measures and recognises any
retained investment at its fair value. Any difference between the carrying amount of the associate or joint
venture, upon loss of significant influence or joint control, and the fair value of the retained investment and
proceeds from disposal is recognised in the consolidated statement of income.

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
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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.

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 1 - 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.
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2.3.5

2.3.6

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.

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 and 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, plant and 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.

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:

Buildings 10-50 years
Equipment and Heavy Equipment 3-10 years
Vehicles, furniture and fixtures 2-5 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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2.3.13

2.3.14

(a)

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.

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.

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.

Financial instruments
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:

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 changes in market interest rates.

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

At 31 December 2016, 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 9,304 (KD 11,441 —2015).
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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
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The Group’s overall interest rate risks are monitored and interest rate sensitivity is measured on a daily basis
by the risk management team.

(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 46,832
(KD 39,761 - 2015).

(b) 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.

(c) 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 Between 1

1 year and 2 years
At 31 December 2016
Borrowings and bank facilities 6,710,702 2,628,199
Trade and other payables 7,018,965 -
At 31 December 2015
Borrowings and bank facilities 6,244,522 2,672,405
Trade and other payables 7,065,821 -

3.2 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:

2016 2015
Total borrowings and bank facilities 9,152,821 8,506,243
Less: cash and cash equivalents (1,353,261)  (1,610,919)
Net debt 7,799,560 6,895,324
Total equity 20,780,138 20,028,785
Total capital 28,579,698 26,924,109
Gearing ratio (%) 27 26

33 Fair value estimation
The fair values of financial assets and financial liabilities are determined as follows:
e Level one:Quoted prices in active markets for identical assets or liabilities.

e 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.
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e Level three: Inputs for the asset or liabilities that are not based on observable market data.

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

4. 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

In the process of applying the Group’s accounting policies, management has made the following judgements,
which have the most significant effect on the assets recognised in the consolidated financial statements.

Classification of investments

On acquisition of an investment, the Group decides whether it should be classified as "at fair value through
statement of income” or "available for sale". The Group follows the guidance of IAS 39 on classifying its
investments.

The Group classifies investments as “at fair value through statement of income” if they are acquired primarily
for the purpose of short term profit making or if they are designated at fair value through statement of income
at acquisition, when their fair values can be reliably estimated. All other investments are classified as
“available for sale”.

Classification of real estate investments

Management decides on acquisition of real estate whether it should be classified as held for trading or
investment property.

The Group classifies property as held for trading if this is acquired principally for sale in the ordinary course
of the business.

The Group classifies property as investment property if it is acquired to generate rental income or for capital
appreciation.

Sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainity
at the end of the reporting period that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Fair value measurements and valuation techniques

Certain assets and liabilities of the Group are measured at fair value for the purposes of preparing the financial
statements. The Group’s management determines the main appropriate techniques and inputs required for
measuring the fair value. In determining the fair value of assets and liabilities, management uses observable
market data as appropriate, in case no observable market data is available the Group uses an external valuer
qualified to do the valuation. Information regarding the required valuation techniques and inputs used to
determine the fair value of financial assets and liabilities is disclosed in note (3.3, 5 and 6).

Impairment of tangible and intangible 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 for impairment 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.

Revenue recognition



42

LEPE

Notes to the Consolidated Financial Statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars unless otherwise stated)

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.

5. Property, plant and equipment

Lands & Vehicles Equipment  Furniture Work-in- Total

buildings & Heavy & fixtures progress

Equipment

Cost
As at 1 January 2014 - as previously stated 8,347,121 3,618,110 7,116,462 1,179,569 221,355 20,482,617
Change in accounting policy effect (note 23) (4,328,539) - - - - (4,328,539)
As at 1 January 2014 —restated 4,018,582 3,618,110 7,116,462 1,179,569 221,355 16,154,078
Additions - 205,783 395,219 50,353 52,628 703,983
Disposals - (195,012) (3,848) (2,648) - (201,508)
Transfers - 206,754 - - (206,754) -
As at 31 December 2014 — restated 4,018,582 3,835,635 7,507,833 1,227,274 67,229 16,656,553
As at 1 January 2015 — as previously stated 8,347,121 3,835,635 7,507,833 1,227,274 67,229 20,985,092
Change in accounting policy effect (note 23) (4,328,539) - - - - (4,328,539)
As at 1 January 2015 —restated 4,018,582 3,835,635 7,507,833 1,227,274 67,229 16,656,553
Acquisition of subsidiary 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 — restated 11,325,750 3,619,906 8,852,862 1,848,178 98,903 25,745,599
As at 1 January 2016 — as previously stated 15,654,289 3,619,906 8,852,862 1,848,178 98,903 30,074,138
Change in accounting policy effect (note 23) (4,328,539) - - - - (4,328,539)
As at 1 January 2016 —restated 11,325,750 3,619,906 8,852,862 1,848,178 98,903 25,745,599
Additions 2,900 232,306 278,698 15,184 216,332 745,420
Disposals (46,434) (417,888)  (1,087,556) (329,781) - (1,881,659)
Transfers from work in progress 33,190 - 6,485 175,763 (215,438) -
Foreign currency translation difference 42,442 954 5,162 3,503 728 52,789
As at 31 December 2016 11,357,848 3,435,278 8,055,651 1,712,847 100,525 24,662,149
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
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 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
Charge for the year 260,378 196,738 539,646 97,696 - 1,094,458
Disposals - (410,369)  (1,040,071) (286,678) - (1,737,118)
Foreign currency translation difference 12,102 547 3,355 2,173 - 18,177
As at 31 December 2016 3,103,125 2,972,187 6,165,207 1,415,829 - 13,656,348
Net book value
As at 31 December 2014 — restated 3,182,278 609,491 1,813,932 70,628 67,229 5,743,558
As at 31 December 2015 restated 8,495,105 434,635 2,190,585 245,540 98,903 11,464,768
As at 31 December 2016 8,254,723 463,091 1,890,444 297,018 100,525 11,005,801

- Lands and buildings include leasehold lands leased from the Government of Kuwait under valid operating
leases which are renewable. Its carrying value is amounted to KD 850,031 as at 31 December 2016
(KD 850,031 - 2015), on which buildings are constructed with a carrying value of KD 1,797,896 as at
31 December 2016 (KD 1,894,615 - 2015).

- Lands and buildings include a hotel in the State of Lebanon, with a net book value amounted to KD 5.7
million approximately as at 31 December 2016 (KD 5.7 million - 2015). The Group's management believes
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that there is no impairment in the hotel’s value, as its recoverable value exceeds its carrying value as at the
date of the consolidated financial statements. Recoverable amount was determined using the fair value
method less costs for the sale completion. The recoverable amount is determined by independent real estate
valuers.

6. Investment properties

Investment properties represent in properties in Dubai - United Arab Emirates (UAE). The below table is the
investment properties movement during the year:

2016 2015
Balance as at 1 January 7,809,872 7,537,468
Additions 47,162 130,872
Changes in fair value 15,078 (139,121)
Foreign currency translation difference 101,391 280,653
Balance as at 31 December 7,973,503 7,809,872

The fair value of the Group’s investment properties as at 31 December 2016 has been arrived at on the basis of
a valuation carried out on the respective dates by independent values not related to the Group. The independent
valuers are registered at the related governmental bodies, and they have appropriate and recent experience in
the valuation of properties in the relevant locations. The Fair value is determined as follows:

e Level two: The fair value determined based on the market comparable approach that reflects recent

transaction prices for similar properties.

e Level three: The capitalization rate adopted based on the yield rates.

Details of investment properties and information about the fair value hierarchy as at 31 December 2016 are as

follow:
Level two Level three Fair value Fair value
31/12/2016  31/12/2015
Residential and commercial units 3,830,315 4,143,188 7,973,503 7,809,872

For the units categorized within level two, its fair value has been determined using comparable market prices
depending on comparable prices of recent transactions in the market without making any significant changes
to the observable market data.

For the units categorized within level three of the fair value hierarchy, the relevant information is as follows:

Assets Valuation Significant unobservable input Sensitivity
techniques

Residential and Income Capitalization rate ranges from A slight increase in the

commercial Capitalization 7% to 10%, taking into account capitalization rate used

units Approach the capitalization of the expected would result in a
rental income, nature of the significant decrease in
property and prevailing market fair value and vice versa.
conditions.

In estimating the fair value of the properties, the highest and best use of the properties is their current use.

7. Investment in associate
Activities Ownership 31 December 31 December
% 2016 2015
Spears 1788 Group S.A.L. Holding - Real Estate 40 1,688,466 -
Other 196,138 136,276
1,884,604 136,276
7.1 Associates are accounted for using Equity method.

7.2 During the current year, the Group acquired 40% in Spears 1788 Group S.A.L. The Group had determined the
fair value of the net value of the acquired assets resulting in a bargain purchase gain of KD 481,466. The net
acquired assets as at the purchase date are as follows:

KD
Fair value of net assets (includes current account) 4,190,424
Group’s share in fair value of net acquired assets 1,688,466

Less: paid amount against acquisition (1,207,000)
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Bargain purchase gain 481,466
7.3 Summarized financial information of Spears 1788 Group S.A.L. as at 31 December is as follows:
Kuwaiti Dinars
2016 2015
Current assets 46,866 -
Non-current assets 4,370,612 -
Current liabilities 117,212 -
8. Available for sale investments
2016 2015
Quoted investments 49,889 55,505
Unquoted investments 365,901 933,403
415,790 988,908

Unquoted investments carried at cost less impairment, since a reliable fair value cannot be estimated (note 20).

9. Inventories
2016 2015
Raw materials 445343 623,236
Spare parts 1,230,943 1,113,976
1,676,286 1,737,212
Provision for obsolescence (351,779) (351,959)
1,324,507 1,385,253
10. Trade receivables and other debit balances
2016 2015
Trade receivables 13,391,678 13,147,701
Advance to suppliers 1,435,698 635,171
Retention receivables 5,437,786 8,018,983
Notes receivables - 200,000
Other debit balances 360,019 382,513
20,625,181 22,384,368
Provision for doubtful debts (5,112,200) (4,989,817)
15,512,981 17,394,551
10.1 Trade receivables:
2016 2015
Not matured 7,233,503 9,236,667
Past due and not impaired 8,279,478 8,157,884
Past due and impaired 5,112,200 4,989,817

20,625,181 22,384,368

10.2 Following are ageing of receivables that are past due but not impaired:

2016 2015
Up to 6 months 5,328,482 4,628,592
6 -12 months 1,105,049 876,363
More than 12 months 1,845,947 2,652,929
8,279,478 8,157,884

10.3 Receivables which are past due and fully impaired. Movement of provision for impairment of trade and other
receivables are as follows::

2016 2015
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10.4

11.

12.

13.

Opening balance — 1 January 4,989,817 5,215,894
Impairment losses recognized 135,683 777,488
Impairment losses reversed - (865,543)
Amounts written off during the year - (152,351)
Foreign exchange translation (13,300) 14,329
Closing balance — 31 December 5,112,200 4,989,817

The Group holds letter of guarantee and letter of credit amounting to KD 564,250 as collaterals.

Amounts due from/ (to) customers under construction contract

2016 2015
Construction costs incurred plus recognised profits less recognised losses to
date 63,953,288 73,477,791
Less: progress billings (63,838,039)  (73,586,848)

115249 (109,057)

Recognised and included in the consolidated financial statements as amounts:
- Due to customers under construction contracts (450,000) (733,347)
- Due from customers under construction contracts 565,249 624,290
115,249 (109,057)

Cash and bank balances

2016 2015
Cash on hand 43,905 45,010
Current and call accounts 1,042,573 1,326,310
Time deposits 266,783 239,599
1,353,261 1,610,919

The average interest rate on the deposits was 0.5% to 0.7% as at 31 December 2016 (0.5% - 2015).
Equity

Share capital

As at 31 December 2016, the authorized, issued and paid up capital of the Parent Company amounted to
KD 10,029,197 distributed to 100,291,968 shares of 100 fils each (KD 8,023,358 distributed to 80,233,576
shares — 2015) and all shares are in cash. On 7 June 2016, the commercial register has been amended by the
effect of distribution of bonus share (note 22).

Treasury shares

2016 2015
Number of shares 2,632,234 1,950,152
Percentage of issued shares % 2.63 1.94
Market value (KD) 442215 340,095

The Parent Company is required to retain reserves and retained earnings equivalent to the value of treasury
shares throughout the year, during which they are held by the Parent 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.

Voluntary reserve

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
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14.

15.

15.1

15.2

16.

46

voluntary reserve.

Other reserves

Treasury Revaluation Changein Foreign Total
share reserve fair value currency
reserve reserve translation
reserve
Balance as at 1 January 2015 - as previously stated 158,935 4,328,539 8,703 196,375 4,692,552
Change in accounting policy effect (note 23) - (4,328,539) - - (4,328,539)
Balance as at 1 January 2015 - restated 158,935 - 8,703 196,375 364,013
Total other comprehensive (loss)/ income items - - (978) 354,712 353,734
Balance as at 31 December 2015 158,935 - 7,725 551,087 717,747
Balance as at 1 January 2016 - as previously stated 158,935 4,328,539 7,725 551,087 5,046,286
Change in accounting policy effect (note 23) - (4,328,539 - - (4,328,539)
Balance as at 1 January 2016- restated 158,935 - 7,725 551,087 717,747
Total other comprehensive income items - - 1,503 136,894 138,397
Balance as at 31 December 2016 158,935 - 9,228 687,981 856,144
Borrowings and bank facilities
2016 2015

Short term
Bank overdraft 3,438,345 3,170,054
Promissory notes 580,094 1,301,567
Loans 2,570,667 1,492,723

6,589,106 5,964,344
Long term
Loans 2,563,715 2,541,899

9,152,821 8,506,243
Maturity of borrowings and bank facilities is as follows:

2016 2015

Within one year 6,589,106 5,964,344
More than one year to three years 2,563,715 2,541,899

9,152,821 8,506,243

Borrowings and bank facilities are carried at variable interest rate. The average effective interest rate on the
borrowings and bank facilities was 3.75% - 4.35% as at 31 December 2016 (4.45% - 2015).

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

Trade payables and other credit balances

2016 2015
Trade payables 4,997,887 5,356,813
Contract advances — construction 639,022 1,435,026
Provisions 539,408 543,127
Accrued expense 337,993 377,649
Cash dividends 53,400 52,599
Other credit balances 990,663 2,315,658

7,558,373 10,080,872
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17.

18.

19.

20.

21.

22.

Cost of sales

2016 2015
Materials 5,710,051 9,423,140
Staff costs 3,401,553 3,366,106
Subcontract costs 6,989,521 3,875,555
Depreciation and amortization 696,414 820,112
Lease rentals 444,500 686,927
Repairs and maintenance 706,463 669,462
Others 1,167,306 1,061,095

19,115,808 19,902,397

Other operating (expense)/ income

2016 2015
Gross loss from Hotel (268,282) (76,681)
(Provide)/ reverse provision for doubtful debts (135,683) 88,055
Written off trade receivables and other debit balances - (79,287)
Closing of credit balances - 231,677
Gain on sale of property, plant and equipment 17,723 59,212
Interest income 691 221
Foreign exchange losses (11,611) (27,281)

(397,162) 195,916
General and administrative expenses

2016 2015
Salaries and wages 1,273,214 1,338,004
Depreciation and amortization 211,061 261,708
Lease rentals 79,046 104,119
Repairs and maintenance 20,591 37,522
Others 397,845 573,664

1,981,757 2315017

Net investments gains

2016 2015
Bargain purchase gain from acquisition of associates/ subsidiary 481,466 670,744
Gain on sale of available for sale investments 57,869 276,326
Impairment loss on available for sale investments (224,621) (25,820)
Share of loss from associate - (346,575)

314,714 574,675

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:

2016 2015
Weighted average number of issued and fully paid up shares 100,291,968 100,291,968
Less: weighted average number of treasury shares (2,106,768) (1,950,152)
Weighted average number of shares outstanding 98,185,200 98,341,816
Net profit for the year 1,202,111 1,541,449
Earnings per share (fils) 12.24 15.67

Earnings per share for the year ended 31 December 2015 has been amended taking in consideration the effect
of dividends share issued during the year (note 22).
Dividends

On 19 May 2016, the general assembly held and cash dividends of 6% for 2015 - 6 fils each (5 fils — 2014)
and bonus shares distribution of 25% for 2015 (10% - 2014) from paid up capital.

On 14 March 2017, the Board of Directors proposed cash dividend of 5% for the year ended 31 December
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2016 (after deduction of treasury shares). This proposal is subject to approval from the General Assembly of
the Parent Company and the competent authorities.

23. Change in accounting policy effect

During the year ended 31 December 2016, the Group management had amend the accounting policy of lands
classified as property, plant and equipment from fair value to cost. The financial statements have been
amended as per the IFRS requirements. Following are the effect on the consolidated financial statements:

As Amendment effect Restated
previously
stated

Properties, plant and equipment as at 1

January 2015 10,072,097 (4,328,539) 5,743,558
Properties, plant and equipment as at 31

December 2015 15,793,307 (4,328,539) 11,464,768

Other reserves as at 1 January 2015 4,692,552 (4,328,539) 364,013

Other reserves as at 31 December 2015 5,046,286 (4,328,539) 717,747

No effect of these amendments on consolidated statement of income or consolidated cash flows for
comparative years.

24. 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:
o Construction, installation and maintenance
o Investment of surplus funds
¢ Hotels

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.

Construction, Investments Hotels Unallocated Total
installation, &
maintenance
Year ended 31 December 2016
Operating income 22,814,62: - - - 22,814,62:
Segment result 3,698,81°¢ - - - 3,698,81¢
Net profit for the year 3,323,57¢ 314,71: (350,398 (2,085,780 1,202,111
Assets 19,019,13: 10,273,897 5,205,48¢ 5,542,40: 40,040,922
Liabilities 11,279,84. - 3,496,65¢ 4,484,28" 19,260,78¢
Construction, Investments Hotels Unallocated Total
installation, &
maintenance
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 — restated 21,551,122 8,935,056 5,256,062 5,679,030 41,421,270
Liabilities 13,833,447 - 3,210,735 4,348,303 21,392,485
Geographical information
Revenues Non-current
Year ended 31 December 2016 assets
Kuwait 21,330,298 7,529,355
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United Arab Emirates
Oman
Lebanon

Year ended 31 December 2015
Kuwait
United Arab Emirates

Oman
Lebanon

25. Related party transactions

118,632 7,973,515

1,365,693 57,647

- 5,724,407

22,814,623 21,284,924

Revenues Non-current
assets

21,951,722 6,808,101

157,086 7,857,025

1,346,356 56,346

- 5,684,785

23,455,164 20,406,257

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 parties balances and transactions other than those disclosed elsewhere in the consolidated
financial statements are as follows:

Balances:
2016 2015
Post employment benefits 19,951 12,118
Due from related parties 937,748 832,248
Transactions:
2016 2015
Salaries and other short-term employee benefits 350,280 194,250
Termination benefits 5,590 2,793
Reversal of provision for doubtful debts - 513,352
26. Subsidiaries
Percentage of
Subsidiary Ownership (%)
2016 2015
KCPC Construction (L.L.C) - Dubai, United Arab Emirates 90 90
Prime 28 Limited - Dubai, United Arab Emirates 100 100
Mass International - Oman 70 70
KCPC - Qatar W.L.L - Qatar 50 50
Grey Lines Company W.L.L - Kuwait 98 98
Technical Kuwaiti Company for Elevators, Escalators & Contracting W.L.L - Kuwait 95 95
Tameer Holding Company S.A.L - Lebanon 100 100

Subsidiaries total assets consolidated in the consolidated financial statements amounted to KD 18,318,712 as
at 31 December 2016 (KD 18,702,977 — 2015) and its net profits amounted to KD 87,154 (KD 348,176 —
2015).

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.

49



I —
———————

Notes to the Consolidated Financial Statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars unless otherwise stated)

27. Commitments and contingent liabilities

The Group has the following commitments and contingent liabilities:

2016 2015
Commitments
Capital commitments 379,958 80,200
Letters of credit 1,190,800 1,590,647

Contingent liabilities

Letters of guarantee 33,637,521 22,124,549
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