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Expected credit losses and financial assets modification

The Group has reassessed its significant judgments and estimates in relation to expected credit losses
(including probability of default, loss rate at default and consolidation of future information) and adjusted
financial assets as disclosed in (note 3.1)

Impairment of property, plant and equipment

The Group conducted a qualitative evaluation of its investment in cash generating units “except for the hotel”,
by comparing the actual results for the period with the estimated budget and concluded that there is no
impairment in the value. Management has updated its Impairment Study for the hotel. The recoverable
amount was determined based on the fair value less cost of sales. The management concluded that there is
no impairment in value for the Hotel.

Impairment of associates

During the current period, the Covid-19 outbreak and the global economic downturn have affected the fair
value of the associate. Accordingly, the management has updated the impairment studies related to the
associate resulted in recognition of impairment.

During the year, the Group study the impairment in value and determined the recoverable amount of the
investment in the associate in accordance with the requirements of IAS 36 “Impairment of assets” on the basis
of fair value less costs of sale. In accordance with that study, the management concluded that the recoverable
amount is less than the book value of the investment in the associate, by KD 78,538 (note 7).

Fair value measurements and valuation techniques

During the current period, the Covid-19 outbreak and the global economic downturn have affected the fair
value of investment properties. Accordingly, management has updated fair value studies related to real estate
investments and as a result the fair value change losses have been recorded (Note 21).

Going concern

The Group has performed an assessment of whether it is a going concern in the light of current economic
conditions and all available information about future risks and uncertainties. The projections have heen
prepared covering the Group's future performance, capital and liquidity. The impact of COVID-19 may continue
to evolve, but at the present time the projections show that Group has ample resources to continue in
operational existence and its going concern position remains largely unaffected and unchanged from
31 December 2019. As a result, these consolidated financial statements have been appropriately prepared on
a going concern basis.
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26.

27.

28,

Transactions:
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2020 2019
Revenues 43,918 90,624
Services contracts - 191,616
Salaries and other short-term employee benefits 1,330,994 600,111
Termination benefits 29,290 37,086
Board of Directors remuneration 66,000 66,000
Provision for expected credit losses 54,242 327,396
Bad debts - 325,000
Subsidiaries
Percentage of
Subsidiary Ownership (%)
2020 2019
KCPC Construction (L.L.C) - Dubai, United Arab Emirates 20 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 O.P.C — Kuwait 100 100
Technical Kuwaiti Company for Elevators, Escalators & Contracting O.P.C - Kuwait 100 100
Tameer Holding Company S.A.L — Lebanon 100 100
Maamel Real Estate O.P.C — Kuwait 100 100

Subsidiaries total assets consolidated in the consolidated financial statements amounted to KD 15,443,689 as
at 31 December 2020 (KD 16,888,542 - 2019) and its net profit amounted to KD 197,436 (net profits
KD 598,535 - 2019).

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.

Commitments and contingent liabilities

The Group has the following commitments and contingent liabilities:

2020 2019
Commitments
Capital commitments 4,202,396 9,425,230
Letters of credit 535,777 2,814,589
Contingent liabilities
Letters of guarantee 56,340,664 39,540,505

Impact of COVID-19

The World Health Organization declared on 11 March 2020 the Novel Coronavirus (COVID-19) as a global
pandemic. This event has caused widespread disruptions to business, with a consequential negative impact on
economic activity. The Group is closely monitoring the situation and has activated its business continuity
planning and other risk management practices to manage the potential business disruption, due to COVID-19
outbreak, on its operations and financial performance.

The Group has performed an assessment of COVID-19 implications on the financial results of the Company and
incorporated the outcome in these financial statements and explained the changes in light of the available
guidance of IFRS related to critical judgments and estimates.

The Group considered the best available information ahout past events, current conditions and forecasts of
economic conditions in determination of the reported amounts of the Group’s financial and non-financial
assets reported in these financial statements. Markets however remain volatile and the recorded amounts
remain sensitive to market fluctuations.
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25.

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
Year ended installation &
31 December 2020 maintenance
Operating income 52,691,448 - - - 52,691,448
Segment result 10,232,590 - - - 10,232,590
Net profit for the year 11,107,399 (123,539) (305,255) (4,660,712) 6,017,893
Assets 47,705,913 7,293,430 4,418,893 1,720,684 61,138,920
Liabilities 28,095,784 - 222,467 2,309,756 30,628,007
Construction, Investments Hotels Unallocated Total
Year ended installation, &
31 December 2019 maintenance
Operating income 74,011,736 - - - 74,011,736
Segment result 9,923,940 - - - 9,923,940
Net profit for the year 9,461,918 (940,915) (36,494) (3,508,832) 4,975,677
Assets 50,202,477 8,081,827 4,672,220 1,984,212 64,940,736
Liabilities 32,377,152 - 3,209,337 2,387,591 37,974,080
Following are geographical information:
Revenues Non-current
Year ended 31 December 2020 assets
Kuwait 50,833,377 5,669,978
United Arab Emirates 9,219 6,030,506
Oman 1,848,852 38,846
Lebanon - 4,364,471
52,691,448 16,103,801
Revenues Non-current
Year ended 31 December 2019 assets
Kuwait 72,200,380 8,095,351
United Arab Emirates 9,579 6,722,273
Oman 1,801,777 49,722
Lebanon - 4,536,766
74,011,736 19,404,112

Related party transactions

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

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

Details of related parties balances and transactions other than those disclosed elsewhere in the financial

statements are as follows:
Balances:
Post employment benefits

Due from related parties (Net)
Advance payment for purchase of properties

2020 2019
140,727 111,437
166,086 564,921
786,337 714,038
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21.

22.

23.

24,

General and administrative expenses
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2020 2019
Salaries and wages 1,323,242 1,513,871
Depreciation and amortization 285,192 280,614
Lease rentals 25,493 36,470
Repairs and maintenance 30,725 27,286
Others 472,554 581,818

2,137,206 2,440,059

Net properties investment losses

2020 2019
Rents revenue 348,077 402,824
Less: Rents expenses (134,147) (177,598)
Net rental income 213,930 225,226
Losses from change in fair value of investment properties (695,049) (1,007,621)

(481,119) (782,395)

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:

2020 2019
Weighted average number of issued and fully paid up shares 110,321,164 110,321,164
Less: weighted average number of treasury shares (3,735,080) (3,713,016)
Weighted average number of shares outstanding 106,586,084 106,608,148
Net profit for the year 6,017,893 4,975,677
Earnings per share (fils) 56.46 46.67

Comparative figures have been amended taking into consideration bonus shares issued (Note 23).

Dividends

On 24 June 2020, the ordinary and extraordinary general assembly meeting of shareholders was held and
approved the consolidated financial statements for the year ended 31 December 2019, also approved the
below:

- Board of Directors' remuneration of KD 66,000 for the year ended 31 December 2019.

- Distributing 25% cash dividends for the year ended 31 December 2019 (after deducting treasury shares)
for registered shareholders at the end of the due day dated 20 July 2020.

- Distribution of bonus shares of 10% of the current share capital at the end of the due date dated 20 July
2020.

During the period, the commercial register was amended and the capital of the Parent Company increased by
the bonus shares, and the shares were issued.

On 21 March 2021, the Board of Directors proposed cash dividend of 45% (after deduction of treasury shares),
and propose bonus shares by 5% from paid-up capital for the year ended 31 December 2020. These proposals
are subject to approval from the General Assembly of the Parent Company and the competent authorities.
Segmental information

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

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

* Construction, installation and maintenance

¢ [nvestment of surplus funds

e Hotels
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16.

17.

18.

19.

Provisions for the warranty and guarantee obligations were provided to meet the obligations of the executed
and delivered construction works to the customers in accordance of the contracts. The provided provision
represents management’s best estimate taking into consideration the expected cost to fulfillment the
obligation during a specific period.

Revenue
The Group's revenues arise from construction, installation, maintenance and sale of goods mainly in Kuwait:
Timing of revenue recognition 2020 2019
Construction Contracts Over time 39,065,876 61,977,742
Sales of goods Point of time 10,459,415 8,718,503
Installation and maintenance Over time 3,166,157 3,315,491
52,691,448 74,011,736

Revenues from construction contracts include revenues of KD 36,929,410 (KD 60,987,467 - 2019) realized from
contracts with government entities in the State of Kuwait.

Cost of sales

2020 2019
Materials 17,800,346 25,850,612
Staff costs 6,886,354 8,628,792
Subcontract costs 3,877,997 18,599,141
Depreciation and amortization 2,523,039 2,744,524
Lease rentals 2,253,312 3,053,718
Repairs and maintenance 2,338,310 3,554,618
Provision for warranty and guarantee 5,080,000 -
Others 1,699,500 1,656,391

42,458,858 64,087,796

Net of other operating income

2020 2019
Legal compensation 5,210,443 -
Legal expenses and other (1,227,078) -
Gross loss from Hotel (301,003) (26,435)
Others income 259,954 20,374
3,942,316 (6,061)

During the current year, the Court of Cassation issued a final judgment in favor of the Group against one of the
customers to collect the primary insurance of KD 3,030,663 and the legal interest of 7% on that amount from
25 May 2010 until the date of payment of KD 2,179,780. The total judgment value of KD 5,210,443 has been
recorded in the other income in the consolidated statement of income during the current year.
The Group collected an amount of KD 3,030,663 during the current year, and the legal interest during the
subsequent period. The Group recorded accrued interests in the other debit balances (Note 9).

Provisions and impairment in value

2020 2019
Provided/ (reversed) provision for claims and penalties 3,885,000 (824,837)
Expected credit losses provided 735,767 1,030,165
Impairment of advance payment for purchase of properties 120,000 -
Impairment of associate 78,538 481,466
Impairment of property, plant and equipment - 684,676

4,819,305 1,371,470

The Provision for claims and penalties has been provided during the current year based on management's
estimates, taking into account the date of execution of the relevant contracts and correspondence (note 15).
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13.

14.

14.1

14.2

15.

Statutory reserve

In accordance with the Companies Law and the Parent Company’s Articles of Association, and by virtue of a
decision by the Ordinary General Assembly based on the BOD's proposal, a percentage not less than 10% of
the profits shall be transferred annually to the statutory reserve. The General Assembly may discontinue such
deduction if the statutory reserve exceeds half of the Parent Company paid up capital.

Voluntary reserve

In accordance with the Companies Law and the Parent Company’s Articles of Association, and by virtue of a
decision by the Ordinary General Assembly based on the BOD's proposal, a percentage not less than 10% of
the net profits may be transferred to provide the voluntary reserve for the purpose specified by the General
Assembly.

Other reserves

Treasury Foreign Total
share reserve currency
translation
reserve
Balance as at 1 January 2019 158,935 661,921 820,856
Total other comprehensive income items - (7,416) (7,416)
Balance as at 31 December 2019 158,935 654,505 813,440
Balance as at 1 January 2020 158,935 654,505 813,440
Total other comprehensive income items - (51,223) (51,223)
Balance as at 31 December 2020 158,935 603,282 762,217
Borrowings and bank facilities
2020 2019
Short term
Bank overdraft - 1,420,243
Loans 205,256 183,815
205,256 1,604,058
Long term
Loans 144,008

205,256 1,748,066

Borrowings and bank facilities are carried at variable interest rate. The average effective interest rate on the
borrowings and bank facilities was 2.75% - 3.5% as at 31 December 2020 (4% - 4.75% - 2019).

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

Trade payables and other credit balances

2020 2019
Trade payables 8,350,786 13,187,498
Contract advances — construction 1,500,292 1,261,810
Provisions for claims 4,194,000 150,000
Provisions for warranty and maintenance 5,805,710 807,140
Accrued to staff 1,049,504 1,170,557
Accrued expense 889,566 452,098
Lease contracts liabilities 93,148 72,632
Cash dividends 135,584 100,157
Other credit balances 509,579 546,391

22,528,169 17,748,283

Lease liabilities related to right of use assets as follows:

2020 2019
Lease contracts liabilities = current
Amounts due within 12 months 93,148 72,632
Lease contracts liabilities — non-current
Amounts due after 12 months 82,216 159,122

175,364 231,754
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9. Trade receivables and other debit balances
2020 2019
Trade receivables 16,130,420 23,911,113
Retention receivables 9,051,472 20,938,697
25,181,892 44,849,810
Provision for expected credit loss (8,912,398) (8,199,756)
16,269,494 36,650,054
Accrued income (Note 18) 2,179,780 -
Advance to suppliers 519,032 826,291
Advance to purchase of real estates 786,337 714,038
Other debit balances 379,637 381,109
20,134,280 38,571,492
9.1 The ECL has been estimated in accordance with the simplified approach as per IFRS 9.
9.2 The Group holds letter of guarantee and letter of credit amounting to KD 371,859 as collaterals (KD 1,348,406
—2019).
10. Contracts assets / liabilities
2020 2019
Construction costs incurred plus recognised profits less recognhised losses to
date 185,728,731 165,771,013
Less: progress billings (190,498,494) (179,136,102)

(4,769,763)  (13,365,089)

Recognised and included in the consolidated financial statements as amounts:
- Contracts liabilities (5,206,073)  (15,492,664)
- Contracts assets 436,310 2,127,575
(4,769,763)  (13,365,089)
- The Group recognizes the contracts assets of the executed works that are not invoiced to the customers.
These amounts will be transferred subsequently to trade receivables upon issuing invoices to the customers.

- Contract liabilities represent in the amounts collected from customers in excess of the revenues recognized to
the date according to completion method.

11. Cash and cash equivalents
2020 2019
Current and call accounts 11,553,598 2,052,051
Time deposits and agencies 10,257,262 320,636
Cash on hand 24,508 22,625
Cheques under collection 27,623 130,351
21,862,991 2,525,663

The average interest rate on the deposits was 1.45% to 1.55% as at 31 December 2020 (0.5% - 0.7% - 2019).

12. Equity

Share capital

As at 31 December 2020, the authorized, issued and paid up capital of the Parent Company amounted to
KD 11,032,116 distributed to 110,321,164 shares of 100 fils each as of 31 December 2020 (KD 10,029,197
distributed to 100,291,968 shares as of 31 December 2019) and all shares are in cash.

Treasury shares

2020 2019
Number of shares 3,735,080 3,395,465
Percentage of issued shares % 3.39 3.39
Market value (KD) 1,520,178 876,030

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.
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7.1
7.2

7.3

Lands and buildings include leasehold lands leased from the Government of Kuwait of KD 1,241,061 and right
of use leased lands of KD 118,271 as at 31 December 2020 (lands KD 1,241,061 and right of use leased lands
of KD 161,323 — 2019), on which buildings are constructed with a carrying value of KD 1,251,505 as at
31 December 2020 (KD 1,414,827 - 2019).

As a lessee, the Group has leased many assets, including buildings and lands. The average duration of the
leased buildings and leased lands are 5 years. The impact resulting from the application of IFRS 16 has been
recorded under lands and buildings.

Property, plant and equipment include hotel in Lebanon, the related net book value amounted to KD 4.3
Million approximately as at 31 December 2020 (KD 4.5 Million — 2019). The hotel incurs losses, in addition the
Hotel operation has been suspended during the current as a consequence of the ongoing Covid-19 pandemic,
which is an indication of impairment. The Group's management has determined the recoverable value of the
hotel by using the fair value less cost of sale. The Group’s management concluded that there was no
impairment in value as of 31 December 2020 (Impairment of KD 685 Thousand — 2019) (Note 4).

Investment properties

Investment properties represent in properties in Dubai - United Arab Emirates (UAE). The below table is the
investment properties movement during the year:
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2020 2019
Balance as at 1 January 6,718,831 7,690,537
Additions - 651,291
Disposals - (609,799)
Changes in fair value (695,049) (1,007,621)
Foreign currency translation difference 4,062 (5,577)
Balance as at 31 December 6,027,844 6,718,831

The fair value of the Group’s investment properties as at 31 December 2020 has been arrived at on the basis
of a valuation carried out on the respective dates by independent valuers 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 of properties held for trading
was determined based on market comparable method (Level 2).

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

Investment in associates

Activities Ownership % 2020 2019
Spears 1788 Group S.A.L. Holding - Real Estate 40 1,129,163 1,226,573
Other 136,423 136,423
1,265,586 1,362,996

Associates are accounted for using Equity method.

Summarized financial information of Spears 1788 Group S.A.L. as at 31 December is as follows:

2020 2019
Current assets 370,022 5,507
Non-current assets 5,817,645 5,941,423
Current liabilities 3,332,394 2,880,497

Impairment of investment in the Spears Group of KD 78,538 was recognized in the consolidated statement of
income for the current year (KD 481,466 — 2019) based on study prepared by the management of the Group
to determine the recoverable value using fair value less cost to sale.

Inventories
2020 2019
Raw materials 1,781,883 1,459,559
Spare parts 1,170,549 1,203,598
2,952,432 2,663,157
Provision for obsolescence (350,894) (351,263)

2,601,538 2,311,894
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Impairment of financial assets

The Group assesses whether the credit risk associated with financial assets and other items has increased
substantially since the initial recognition in order to determine whether the expected credit loss for the
12 month period or expected credit loss over the lifetime of the financial instrument should be recognized
(Note 3.1)

Impairment of associates

Impairment testing of the associate is carried out when there is an indication of such impairment. Impairment
is assessed for the entire carrying value of the Group’s investment in the associate including goodwill,
therefore no impairment study for goodwill is required independently.

Revenue recognition

Construction contract revenue is measured over the life of the project according to the percentage of
completion method. The Group’s management are required to exercise judgement in their assessment of the
work performed, variation order; the completeness and accuracy of forecast costs to complete. The actual
results of contracts can vary substantially. These estimates often need to be adjusted based on future events
and when the results of items that were judged uncertain.

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 spare parts
and labour costs (Note 15).

Property, plant and equipment

Lands & Vehicles Equipment Furniture  Work-in- Total
buildings & Heavy & fixtures  progress
Equipment

Cost
As at 1 January 2019 11,614,174 6,722,096 11,933,377 1,701,606 9,305 31,980,558
Impact of adoption of IFRS 16 334,228 - - - - 334,228
Additions 52,065 77,585 190,790 67,768 - 388,208
Disposals (70,000)  (146,281)  (124,526) (31,249) - (372,056)
Transfers from work in progress - - - 9,305 (9,305) -
Foreign currency translation
difference - (97) 355 (478) - (220)
As at 31 December 2019 11,930,467 6,653,303 11,999,996 1,746,952 - 32,330,718
Additions 153,426 65,786 283,305 61,993 - 564,510
Disposals (69,044)  (488,156)  (295,582) (85,310) - (938,092)
Foreign currency translation
difference (31,030) 78 (3,586) (2,618) - (37,156)
As at 31 December 2020 11,983,819 6,231,011 11,984,133 1,721,017 - 31,919,980
Depreciation
As at 1 January 2019 3,755,094 4,312,643 8,277,435 1,166,866 - 17,512,038
Charge for the year 388,639 1,062,974 1,585,447 152,198 - 3,189,258
Disposals (69,999)  (140,308)  (123,843) (24,431) - (358,581)
Impairment 684,676 - - - - 684,676
Foreign currency translation
difference - (71) (257) 149 - (179)
As at 31 December 2019 4,758,410 5,235,238 9,738,782 1,294,782 - 21,027,212
Charge for the year 409,665 920,437 1,501,549 145,372 - 2,977,023
Disposals (31,987) (485,055) (295,531) (56,750) - (869,323)
Foreign currency translation
difference (10,365) 65 (3,246) (1,883) - (15,429)
As at 31 December 2020 5,125,723 5,670,685 10,941,554 1,381,521 - 23,119,483
Net book value
As at 31 December 2019 7,172,057 1,418,065 2,261,214 452,170 - 11,303,506
As at 31 December 2020 6.858.096 560.326  1.042.579 339.496 - 8.800.497
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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
liahilities in market that is not active. Inputs other than quoted prices that are observable for assets and
liabilities.

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.

Critical accounting judgments and estimates

In the application of the Group's accounting policies, the Management is required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

Judgements

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 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 uncertainty
at the end of the consolidated financial statements date 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
consolidated 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 and 6).

Impairment of non-financial assets

The Group reviews its non-financial assets classified as inventory, property, plant and equipment and
intangible assets periodically to assess whether a provision for impairment should be recorded in the
consolidated 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.

The recoverable amount of the hotel has been determined based on fair value less cost of sale as at
31 December 2020 (According to value in use using discount rate of 12% - 2019).
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31 December 2020

Aging brackets of post-paid gross carrying Expected credit Lifetime ECL
trade receivables amount at default loss rate
Less than 30 days 8,889,694 1.18% 105,041
31-60 days 866,649 8.03% 69,619
61 -90 days 3,078,803 5.97% 183,701
91 - 120 days 951,140 11.67% 111,040
121 - 150 days 1,209,589 4.40% 53,187
151 -180days 422,602 20.13% 85,077
181 -210days 585,022 23.67% 138,463
211 - 240 days 461,590 23.38% 107,925
240 days and above 8,716,803 92.45% 8,058,345

25,181,892 8,912,398
Movement of provision for expected credit loss of trade and other receivables are as follows:

2020 2019

Opening balance — 1 January 8,199,756 7,509,858
Expected credit loss during the year 735,767 1,030,165
Amounts written off during the year (24,388) (339,501)
Foreign exchange translation 1,263 (766)
Ending balance — 31 December 8,912,398 8,199,756

(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 2020
Borrowings and bank facilities 212,667 -
Trade payables and other credit balances 22,528,169 -
Lease liabilities 95,615 84,926
At 31 December 2019
Borrowings and bank facilities 1,616,688 157,913
Trade payables and other credit balances 17,748,283 -
Lease liabilities 74,825 161,718
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 share capital, reserves, retained earnings and treasury shares).

The gearing ratio as at 31 December is as follows:

2020 2019
Total borrowings and bank facilities 205,256 1,748,066
Less: cash and cash equivalents (21,862,991) (2,525,663)
Net debt (21,657,735) (777,597)
Total equity 30,510,913 26,966,656
Total capital 8,853,178 26,189,059

Gearing ratio (%) -
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(b)

(i)

(ii)

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 bank deposits and trade receivables and contract assets. The Group manages this risk by dealing
with government bodies, customers and financial institutions with high credit rating and obtaining guarantee
whenever possible.

The table below detail the credit rating of the financial assets and contract assets and the maximum exposure
to the credit risk:
31 December 2019

Note Credit rating Method Gross ECL NBV
Internal External used amount
Cash and cash 11 performing Aa3 12-month 2,530,206 (4,543) 2,525,663
equivalents /Baa3 ECL
Contract assets 10 (i) N/A Lifetime 2,127,575 - 2,127,575
ECL
Trade receivables 9 (ii) N/A Lifetime 44,849,810 (8,199,756) 36,650,054

31 December 2020

Note Credit rating Method Gross ECL NBV
Internal External used amount
Cash and cash 11 performing Aa3 12-menth 21,867,534 (4,543) 21,862,991
equivalents /Baa3 ECL
Contract assets 10 (i) N/A Lifetime 436,310 - 436,310
ECL
Trade receivables 9 (ii) N/A Lifetime 25,181,892 (8,912,398) 16,269,494

Although contract are subject to impairment testing in accordance with IFRS 9, the impact of expected credit
losses is immaterial.

For trade receivables and contract assets, the Group has applied the simplified approach of IFRS 9 to measure
the loss allowance at lifetime ECL for trade receivable and contract assets. The Group determines the expected
credit losses on these items by using a provision matrix, estimated based on historical credit loss experience
based on the past due status of the debtors, adjusted as appropriate to reflect current conditions and
estimates of future economic conditions.

The following table shows the calculation of credit losses:
31 December 2019
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Aging brackets of post-paid gross carrying Expected credit Lifetime ECL
trade receivables amount at default loss rate

Less than 30 days 23,733,826 0.70% 160,749
31-60 days 4,999,473 1.50% 74,213
61-90 days 3,715,114 1.80% 66,552
91 -120 days 2,920,260 1.90% 55,865
121 - 150 days 81,439 18.40% 14,971
151 - 180 days 119,378 20.00% 23,841
181 -210days 57,626 43.10% 24,852
211 - 240 days 69,370 41.80% 28,992
240 days and above 9,153,324 84.70% 7,749,721

44,849,810 8,199,756
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2.3.14 Foreign currency transactions

2.3.15

(a)

(i)

(ii)

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.

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 foreigh 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.

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 2020, 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 1,190 (KD 2,022 - 2019).

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

According to usage nature of the leased asset, the Group classifies the asset within a group of related assets.
If the asset meets the definition of real estate investment “IAS 40”, the Group measures the asset based on
the accounting policy adopted in measuring real estate investments owned by the Group. However, if the asset
meets the definition of property, plant and equipment, the Group measures the asset as per the accounting
policy adopted in measuring the property, plant and equipment.

Generally, after the commencement date, the Group measures the right-of-use asset at cost less accumulated
depreciation and impairment losses. Depreciation is calculated on a straight line basis over the shorter of the
asset's useful life and the lease term. The Group determines whether a right of use asset is impaired and
recognizes any impairment loss identified in the consolidated statement of income. The depreciation starts at
the commencement date of the lease.

The Group applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for an identified
impairment loss.

After the commencement date, the Group measures lease liability by increasing the carrying amount to reflect
interest on the lease liability and reducing the carrying amount to reflect the lease payment made.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset) whenever:

e Thelease term has changed or there is a significant event or change in circumstances resulting in a change
in the assessment of exercise of a purchase option, in which case the lease liability is remeasured by
discounting the revised lease payments using a revised discount rate.

e The lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using an unchanged discount rate (unless the lease payments change is due to a change in a
floating interest rate, in which case a revised discount rate is used).

e Alease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liahility is remeasured based on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the effective date of the modification.

Each lease payment is allocated between the liability and the finance cost. The finance cost is charged to
statement income over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period. The constant periodic rate of interest is the discount rate used at the
initial measurement of lease liability.

For a contracts that contain a lease component and one or more additional lease or non-lease components,
the Group allocates the consideration in the contract to each lease component on the basis of the relative
stand-alone price of the lease component and the aggregate stand-alone price of the non-lease components.

Where the Group is the lessor

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a
finance lease. All other |leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised on a straight-line basis over the lease term.

When a contract includes lease and non-lease components, the Company applies IFRS 15 to allocate
consideration under the contract to each component.
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23.12

23.13

Revenue recognition

The Group executes construction projects for the benefit of third parties. Such contracts are entered into
hefore executing these projects. Under the terms of these contracts, the Group has the right to receive the
payments for any executed works. Therefore, revenues from these contracts shall be recognized throughout
the project duration which is an input method. The stage of completion is measured based on the total costs
incurred as a proportion of the estimated total costs to be performed. The management believes that this
method is appropriate to measure of the progress towards complete satisfaction of all performance
obligations under financial reporting requirements of IFRS 15.

Revenue from installation contracts is recognised over time of the contract.
Revenue from sale of goods is recognised on point of time.

Interest income is recognised on effective yield basis.

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

Accounting for leases

The Group as a lessee

The Group assesses whether contract is or contains a lease, at inception of the Contract. The Group recognizes
aright of use asset and a corresponding lease liability on the date on which the lessor makes the asset available
for use by the Group (the commencement date).

On that date, the Group measures the right of use at cost, which comprises of:

+ the amount of the initial measurement of the lease liability.

* any lease payments made at or before the commencement date, less any lease incentives received
e any initial direct costs, and

e anestimate of costs to be incurred to restoring the underlying asset to the condition required by the terms
and conditions of the lease as a consequence of having used the underlying asset during a particular
period; this is recognised as part of the cost of the right of use asset when the Group incurs the obligation
for those costs, which may be at the commencement date or as a consequence of having used the asset
during a particular period.

At the commencement date, the Group measures the lease liability at the present value of the lease payments

that are not paid at that date. On that date, the lease payments are discounted using the interest rate implicit

in the lease, if that rate can be readily determined. If that rate cannot be readily determined, the Group uses
its incremental borrowing rate.

Lease payments included in measurement of the lease liability comprise the following payments for the right
to use the underlying asset during the lease term that are not paid at the commencement date:

¢ fixed payments (including in-substance fixed payments), less any lease incentives receivable

s variable lease payment that are based on an index or a rate

s amounts expected to be payable by the lessee under residual value guarantees

e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

Payments associated with leases of short term leases and low-value assets are recognized on a straight-line
basis as an expense in consolidated statement of income.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on
which it is located or restore the underlying asset to the condition required by the terms and conditions of the
lease, a provision is recognised and measured under IAS 37. To the extent that the costs relate to a right-of-
use asset, the costs are included in the related right-of-use asset, unless those costs are incurred to produce
inventories.
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2.3.7

23.8

23.9

2.3.10

23.11

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.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognised as other
income on a systematic basis over the periods that the related costs, for which it is intended to compensate,
are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the
expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal
amounts and released to profit or loss over the expected useful life of the asset, based on the pattern of
consumption of the benefits of the underlying asset by equal annual instalments.
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234
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23.6

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at the
end of each reporting period, the foreign exchange gains and losses are determined based on the amortised
cost of the instruments. These foreign exchange gains and losses are recognised in the ‘other gains and losses’
line item in statement of income for financial liabilities that are not part of a designhated hedging relationship.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable, is recognized in 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 huildings 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, Heavy Equipment and Vehicles 2-10 years
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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Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period.

Impairment of financial assets

The Company applied the simplified approach and measure the loss allowance for receivable at an amount
equal to lifetime ECL. The expected credit losses on receivable are estimated using a provision matrix by
reference to past default experience of the debtor and an analysis of the debtor’s current financial position,
adjusted for factors that are specific to the debtors, general economic conditions of the industry in which the
debtors operate and an assessment of both the current as well as the forecast direction of conditions at the
reporting date.

The Company writes off receivable when there is information indicating that the debtor is in serve financial
difficulty and there is no realistic prospect of recovery, when the debtor has been placed under liquidation or
has entered into bankruptcy proceedings, or when the receivable are over two years past due.

The Company applies the general approach to providing for expected credit losses prescribed by IFRS 9, for
financial instruments in Cash and bank balances. The Company uses external rating agency credit grades for
assessing credit risk on these financial assets and these published grades are continuously monitored and
updated.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another party. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Company continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognised in statement of income.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by an entity are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the Company's own equity instruments is recognised and deducted directly in equity. No gain
or loss is recognhised in statement of income on the purchase, sale, issue or cancellation of the Company's own
equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at
FVTPL.

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not classified under the following items, are subsequently measured at amortized
cost using the effective interest method: 1) contingent consideration of an acquirer in a business combination,
2) held-for trading, or 3) designated as at FVTPL, are subsequently measured at amortised cost using the
effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liahility and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.
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Classification of financial assets
Debt instruments that meet the following conditions are subsequently measured at amortised cost:

e The financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at FVTOCI:

* The financial asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling the financial assets; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at FVTPL.

Despite the aforegoing, the Group may make the following irrevocable election/designation at initial
recognition of a financial asset:

e The Group may irrevocably elect to classifying in fair value of an equity investment in other comprehensive
income if certain criteria are met; and

* The Group may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as
measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant periods.

For financial instruments other than purchased or originated credit-impaired financial assets, the effective
interest rate is the rate that exactly discounts estimated future cash receipts (including all fees and points paid
or received that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial recognition. For
purchased or originated credit-impaired financial assets, a credit-adjusted effective interest rate is calculated
by discounting the estimated future cash flows, including expected credit losses, to the amortised cost of the
debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recoghition minus the principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss
allowance. On the other hand, the gross carrying amount of a financial asset is the amortised cost of a financial
asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured subsequently
at amortised cost and at FVTOCI. For financial instruments other than purchased or originated credit-impaired
financial assets, interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset, except for financial assets that have subsequently become credit-impaired. For
financial assets that have subsequently become credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset. If, in subsequent reporting periods, the credit
risk on the credit-impaired financial instrument improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the effective interest rate to the gross carrying amount of
the financial asset.

For purchased or originated credit-impaired financial assets, the Company recognises interest income by
applying the credit-adjusted effective interest rate to the amortised cost of the financial asset from initial
recognition.

The calculation does not revert to the gross basis even if the credit risk of the financial asset subsequently
improves so that the financial asset is no longer credit-impaired.

Interest income is recognised in statement of income.
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23.2

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.

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 OCl 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

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through consolidated statement of income) are added to or deducted from
the fair value of the financial assets or financial liabilities, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through statement of
income are recognised immediately in statement of income.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.
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When the Group loses control of a subsidiary, a gain or loss is recognized in consolidated statement of income
and is calculated as the difference between (i) the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary are accounted for as if the Group had directly
disposed of the related assets or liabilities of the subsidiary. The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under IFRS 9, 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 consolidated statement of income. 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.
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2.3

23.1

Amendments to IFRS 3 The amendments are effective for business combinations for which the
Reference to the Conceptual date of acquisition is on or after the beginning of the first annual
Framework period beginning on or after 1 January 2022.

Early application is permitted if an entity also applies all other updated
references (published together with the updated Conceptual
Framework) at the same or earlier.

Amendments to IAS 16 Property, The amendments are effective for annual periods beginning on or after

Plant and Equipment—Proceeds 1 January 2022, with early application Permitted

before Intended Use

Amendments to IAS 37 Onerous  The amendments are effective for annual periods beginning on or after

Contracts — Cost of Fulfilling a 1 January 2022, with early application permitted.

Contract

Annual Improvements to IFRS Amendments to IFRS 1 First-time Adoption of International Financial

Standards 2018-2020 Cycle Reporting Standards, IFRS 9 Financial Instruments, IFRS 16 Leases, and
IAS 41 Agriculture

The amendment is effective for annual periods beginning on or after

1 January 2022, with early application permitted.
The management do not expect that the adoption of the Standards listed above will have a material impact on
the financial statements of the Group in future periods.

Significant Accounting Policies

Following is the significant accounting policies adopted by the Group:

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.
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222

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of activities and assets
must include, at a minimum, an input and a substantive process that together significantly contribute to the
ability to create output. Furthermore, it clarified that a business can exist without including all of the inputs
and processes needed to create outputs. These amendments had no impact on the consolidated financial
statements of the Group.

Amendments to IFRS 16: Covid-19 Related Rent Concessions

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to IFRS 16) that provides practical
relief to lessees in accounting for rent concessions occurring as a direct consequence of COVID-19, by introducing
a practical expedient to IFRS 16. The practical expedient permits a lessee to elect not to assess whether a COVID-
19-related rent concession is a lease modification. A lessee that makes this election shall account for any change
in lease payments resulting from the COVID-19-related rent concession the same way it would account for the
change applying IFRS 16 if the change were not a lease modification.

The practical expedient applies only to rent concessions occurring as a direct consequence of COVID-19 and only
if all of the following conditions are met:

a) Thechange in lease payments results in revised consideration for the lease that is substantially the same as,
or less than, the consideration for the lease immediately preceding the change;

b) Any reduction in lease payments affects only payments originally due on or before 30 June 2021 (a rent
concession meets this condition if it results in reduced lease payments on or before 30 June 2021 and
increased lease payments that extend beyond 30 June 2021); and

¢) Thereis no substantive change to other terms and conditions of the lease.

In the current financial year, the Group has applied the amendment to IFRS 16 (as issued by the IASB in May 2020)
in advance of its effective date.

Impact on accounting for changes in lease payments applying the exemption

The Group has applied the practical expedient to all rent concessions that meet the conditions in IFRS 16:46B.
These amendments had no impact on the consolidated financial statements of the Group

Conceptual Framework for Financial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts
or requirements in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing
standards, to help preparers develop consistent accounting policies where there is no applicable standard in place
and to assist all parties to understand and interpret the standards. This will affect those entities which developed
their accounting policies based on the Conceptual Framewaork. The revised Conceptual Framework includes some
new concepts, updated definitions and recognition criteria for assets and liabilities and clarifies some important
concepts. These amendments had no impact on the consolidated financial statements of the Group.

New and revised IFRS Standards in issue but not yet effective

At the date of authorization of these consolidated financial statements, the Group has not applied the following
new and revised IFRS Standards that have been issued but are not yet effective:
IFRS 17 Insurance Contracts The amendments defer the date of initial application of IFRS 17
(incorporating the amendments) to annual reporting periods beginning
on or after 1 January 2023.
IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or
(amendments) Joint Venture
The effective date of the amendments has yet to be set by the Board;
however, earlier application of the amendments is permitted.
Amendments to IAS 1 Classification of Liabilities as Current or Non-current
The amendments are applied retrospectively for annual periods
beginning on or after 1 January 2023, with early application permitted.
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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.

¢ |mport the required materials and equipment to such projects.

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

e Execute civil, mechanical and electrical maintenance
e |mport and sale of construction materials

e Direct participation in constructing the infrastructure of the projects, residential, commercial, and
industrial projects through (B.0.T) system relevant to the Company’s objectives

e Own properties and lands necessary to carry out its business
¢ 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”).

These consolidated financial statements were approved for issue by the Board of Directors on 21 March 2021,
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 investment properties that remeasured at fair value as stated in the below mentioned accounting
policies.

The Group’s accounting policies has been applied based on a similar basis to all year presented, except as
indicated in note 2.2.1 on the application of new and revised IFRSs.

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

Changes in accounting policies and disclosures

The accounting policies used in the preparation of these consolidated financial statements are consistent with
those used in the previous year except for the adoption of certain standards and amendments, which are
effective for annual periods beginning on or after 1 January 2020:

Amendments to IAS 1 and IAS 8: Definition of Material

The amendments provide a new definition of material that states, “Information is material if omitting, misstating
or obscuring it could reasonably be expected to influence decisions that the primary users of general purpose
financial statements make on the basis of those financial statements, which provide financial information about
a specific reporting entity.” The amendments clarify that materiality will depend on the nature or magnitude of
information, either individually or in combination with other information, in the context of the financial
statements. A misstatement of information is material if it could reasonably be expected to influence decisions
made by the primary users. These amendments had no impact on the consolidated financial statements of the
Group.
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Cash flows from operating activities
Net profit for the year

Adjustments:

Investment properties losses

Provisions and impairment in value

Depreciation and amortization

Gain on disposal of fixed assets

Finance cost

Post-employment benefits

Operating profit before changing in working capital
Trade receivables and other debit balances
Inventories

Contracts assets

Lease contracts liabilities

Trade payables and other credit balances
Contracts liabilities

Post-employment benefits — paid

Net cash generated from/ (used in) operating activities

Cash flows from investing activities

Paid for investment properties

Purchase of property, plant and equipment and intangible assets
Advance to purchase of real estates

Proceeds from sale of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities

Net movement of borrowings and bank facilities
Purchase of treasury shares

Dividends paid

Payment of finance cost

Net cash used in financing activities

Net changes in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

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

Note

11

2020 2019

6,017,893 4,975,677
695,049 1,007,621
4,819,305 1,371,470
2,985,928 3,198,305
(43,629) (3,665)
14,960 50,235
321,113 462,331
14,810,619 11,061,974
17,772,481 (7,247,972)
(289,644) (396,880)
1,691,265 384,903
(53,603) (148,326)
822,733 (4,396,964)
(10,286,591) (794,232)
(540,765) (344,780)
23,926,495 (1,882,277)
- (41,492)

(564,510) (342,356)
(192,299) -
112,398 17,140
(644,411) (366,708)
(1,542,810) 1,020,101
- (8,387)
(2,386,986) (1,906,210)
(14,960) (50,662)
(3,944,756) (945,158)
19,337,328 (3,194,143)
2,525,663 5,719,806
21,862,991 2,525,663
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Share Treasury Statutory Voluntary Other Retained Total

capilal shares reserve reserve reserves earnings
Balance as at 1 January 2019 10,029,197 (528,197) 3,806,430 3,775,878 820,856 6,041,354 23,945,518
Cash dividends - - - - - (1,938,736) (1,938,736)
Purchase of treasury shares - (8,387) - - - - (8,387)
Net profit for the year - - - - - 4,975,677 4,975,677
Total other comprehensive loss items - - - - (7,416) - (7,416)
Transfer to reserves - - 527,372 527,372 - (1,054,744) -
Balance as at 31 December 2019 10,029,197 (536,584) 4,333,802 4,303,250 813,440 8,023,551 26,966,656
Balance as at 1 January 2020 10,029,197 (536,584) 4,333,802 4,303,250 813,440 8,023,551 26,966,656
Bonus shares (Note 23) 1,002,919 - - - - (1,002,919) -
Cash dividends (Note 23) - - - - - (2,422,413) (2,422,413)
Net profit for the year - - - - - 6,017,893 6,017,893
Total other comprehensive loss items - - - - (51,223) - (51,223)
Transfer to reserves - - 672,232 672,232 - (1,344,464) -
Balance as at 31 December 2020 11,032,116 (536,584) 5,006,034 4,975,482 762,217 9,271,648 30,510,913

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

o
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2020 2019
Net profit for the year 6,017,893 4,975,677
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 currencies (51,223) (7,416)
Total other comprehensive loss items (51,223) (7,416)
Total comprehensive income for the year 5,966,670 4,968,261

The accompanying notes form an integral part of these consolidated financial statements.
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Note
Revenue 16
Cost of sales 17
Gross profit
Net other operating income 18
Provisions and impairment in value 19
General and administrative expenses 20
Net Investment properties losses 21
Finance cost
Profit before deductions and Board of Directors’ remuneration
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS)
Contribution to National Labour Support Tax (NLST)
Contribution to Zakat
Board of Directors’ remuneration
Net profit for the year
Earnings per share (fils) 22

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

2020 2019
52,691,448 74,011,736
(42,458,858) (64,087,796)
10,232,590 9,923,940

3,942,316 (6,061)
(4,819,305) (1,371,470)
(2,137,206) (2,440,059)

(481,119) (782,395)
(14,960) (50,235)
6,722,316 5,273,720
(67,223) (47,463)
(408,000) (131,843)
(163,200) (52,737)
(66,000) (66,000)
6,017,893 4,975,677
56.46 46.67
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Note 2020 2019
Amets
Non current assois
Property, plant and equipment 5 8,200,447 11,303,506
InvBsIment proparlias [ 6,027 Ead 5 T18.%831
Ivsestment in associates 7 1,265,586 1,362,596
diher apsets 9,E74 18,73
16,203 01 19,404,113
Current assels
nvantpnias B 2,500,538 2,311,894
Trade recelvabées and other debit balances | 20,134,280 38,571,492
Contracts assets 18 436,310 2,127,575
Cash and cash equivalents i1 186284 2525663
A5,035,11% 45,536,624
Total assets 51,138,920 64,540 736
Equity and [liabilities
Equity
Shara capital 12 13 032 116 10025157
Traasury thares 12 [536,584] (526, 5E4)
Statutory reserve 12 5006054 4,333,802
Voluntary reserye 12 4975 ag3 4,303, 2540
Other resarves 15 62,217 B13 440
Ratained aarnings 0.271 648 8,023 551
Total equity 30,510,913 26,065,556
LiablFties
Non current liabilities
Post erngloyment banefits £,6806, 253 2,845,545
Laase contracts liabilities 15 B2,215 154,122
Boyrrowings and bank Tacikties 14 - 144,008
2 6B8,509 3,139,075
Current liabilities
Harrowings and bank faciiitkas 14 205,256 1,604,058
Trade payables and other credit kalances 15 22,528,159 17,748,783
Cantracks liahilities 10 5,208,003 15,492,664
27,939,498 34,845,005
Total Habilltles 30,628,007 37,974, 0&0
Total agquity and lisbilithes 61,138,520 64,240,736

The accompanying notes forrm an integral part of these consolidated finandal statements.

Moayed Harmad All Sabeh
Wice Cheirman & CED
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Report on the Awdit of the Consolidatod Financial Statements [continued)
Auditers’ Responsibilities for the Auwdit of the Consolidated Financial Statemants |continuad)

*  Evaluate the overall presantation, structure and content of the consofidated financial statements, induding the
disclosures, and whether the consolidated financlal staternents represent the underlying ransactions and events
in @ ranner that achbeves fair presentation,

= [Jbtain sufficiont appropriate sudit evidence regarding the finandal information of the entities or business activities
within the Group to express an oplnlon on the consolidated financia! statements. We are responsible for the
directbon, supervision and performance of the group audit. We remain salely respansible for aur audit egirdon.
We communicate with those charged with govermance reganding, ameng othar matters, the planmed scope and tming
of the audit and significant sudit findings, inchuding any significant deficiencies in internal control that we identify during
our audit.

We also provide those changed with governancs with & statement thet we have complied with relevent ethical
requirements regarding Independence, and to communicate with them all relationships and other matters that may
reasonzhly ba thought to bear on owr independence, and where applicable, related safeguards.

Frorm the matters communicated with those charged with governance, we determing those matters that were of most
significance in the audit of the consolidsted financial statemeants af the eurrent period and are therefore the key audit
matters. We descrie these matters in our auditor's report unless law or regulation precledes pubhic disclosure about
the matter or when, in extremely rare cireumstances, we determine that a matter should not be communkeated In our
report because the adversa consequences of doing 50 wolld reascnably be axpected to outweigh the public intesest
benefits of such communication,

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper beoks of sccount have been kept by the Parent Company and the consolidated
financial statemants, togethar with the contents of the report of the Bossd of Directars relating 1o these consolidated
financial staternents, are [n accordance therewith, We further report that, we obiamed the information that we deemed
necessary for the purpose of our audit and that the consoBdated financial statements incorporate ol information that
iy required by the Companies Law No. 1 of 2006 and is emecutive regulation as amended, and by the Parent Company’s
idermorandum and Artickes of Association as ampended, that an inveniory was duly carried out and that to the best of
cur knowledge and belief, no violations of the Companies Law Mo. 1 of 2015 and its executive regulation as amended,
or by the Parent Company’s Memorandum and Articles of Assodation as amended have accurred during the financial
yiar ended 31 Decernber 2020, that might have had a material effect on the business of the Group oron its consolidated
financial positien.

We further report that, during the course of our audit, we have not become aware of any material viplations of the
provisions of Law No. 7 of 2010, concerning the Capital Markets Authority and its related regulations, as smended,
during the year ended 31 December 2020, that might have had 3 material effact on the business of the Group or on its
consolidated financial position

Talal Yousef Al-Murain
License No. 2094

Deloime & Towche, A-Weezan & Co,

Euwait, 21 March 2021
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Independent Auditor's Repart to the Sharehodders [continued]

The Kuwait Company foe Proecess Plant Constructlon and Contracting B.5.C.F
State of Kuwait

Report on the Audit of the Consolldated Finandal Statements (continued]

Other infarmation
Management is respansible for the ather informatlon. The ather Ifermation comprises all information included in the

annual report other than the corsolidated financial statemants and our auditer's report thereon, The annual repart for
the year ended 31 December 2020105 expected to be made avallable to us after the date of this auditor's regort.

Our epdnion on the financlal statements does not cover the ather ifarmation and we will not express amy form of
assurance conclusion therean.

In connection with our audit of the financial statements, our respoensibility s te read the other infarmation identified
abowe whien it becomes available and, in dofng so, consider whether the other information i materially Inconskstent
with the finandial statements or our kmowdedge obtained in the audit, or otherwise appears to ke materially misstated,

When we read the anpual repart, il we conclude that there &5 a materal misstatement thereln, we are requined to
communicate the matter to those charged with governance.

Responsibilities of Managerment and Those Chargad with Governance for the Consadlidated Financial Staterments

Managemen! B respontible foe the preparation and fabr presentation of the consolidated financal statements in
aecordance with IFRSs, and for such imternal control 35 management determines is necnssary to enable the preparation
of consolidated financial statements that are fres fram material misstaternent, whether due to fraud ar error.

in preparing the consclidated financial statemants, management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related o golng concern &nd using the golng concern
basis of accounting unless management either intends to liquidate the Growp or to cease operations, or has ne realistic
aliernative bt to da so.

Those charged with governance are responsible for oversesing the Group's financial reporting proooss.

Auditor's Respensibilities for the Audit of the Consolidated Financial Statements

Owit abjeelives are to obtaln reesonable sssurance about whether the consolidated financial statements a5 a whole are
free from material misstatement, whether due to fraud or error, snd to issue an auditor's report thal inchades sus
opénion. Reasonable assurance is a high bevel of assierance, but i5 not a guarantes that an audit conducted in accardance
with I5As will always detect a material miBstaterment when 1t exists, Misstatements can arise from fraud or error and
are condidered matenal If, imdividusdly or in the aggregate, they could reasonably be axpacted to influence the economic
decisions of users taken on the basts of these consofidated financial statements.

As part of an audit in accordance with 1545, we exercise professional judgment and maintain professional skeplicsm
throughout the audit, We also:

= |dentily and ascess the risks of material misstatemant of the consolidated financial statemants, whether due ta
fraud or error, design and perform audit procedures responsive 1o those risks, and obtain audil evidence that is
sufficient and agpropriate to provide a Basls for our opinion, The risk of not detecting & material misstatemant
resulting from fraud is higher than Tor e resulting from error, as fraud may involve callusion, fargery, intentional
amissions, misrepresentations, or the override of internal control,

= Obtadn an understanding of nternal contrel relevant to the sudit in order to design audit procedures that ars
apprapriate i the circomstances, but not for the purpose of expressing an opinlon on the effectiveness of the
Group’s Intemal control.

# FEvaluate the appropristeness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management,

s Conchude on the appropriateness of management's use of the going concern basls of accounting and, based on the
audit evidence obtainad, whather a material uncertainty exists related to events or conditions that may cast
significant doub? an the Group’s ability to continue as a poing concern. If we conclude that & materlal uncertainty
exists, we are required to diaw attention @ Gur auditor's report 1o the related diceioiunes in the consolidated
financial staterrents or, i such disdosures are inadequate, to modify cur opinlon. Qur conclusions are based on
the audit evidence abtained up 1o the date of ous puditor's report. Howesss, future events or conditions may Cause
the Growp to cegse to continee as a going concern.
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Independent Auditor's Report o the Shareholders [continued)

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

Report on the Audit of the Consplidated Financial Statements (contineed)
Eey Audit Matters (continued)
Recognition of revenis faomthued)

Our audit work related to contract revenue, intluded:

Assessment of the design and Implementation of internal controls over the determination of the contract
percentage of completion including the completeness and accuracy of the forecast cost to complete;

Selecting & sample of contracts in order to challenga both current and futwre financial performance;
= Assessment of the appropriatensss of cost to complete forecasts methods;
- hssessment of the Group's ability 1o deliver contracts within budgeted cost snd timescales and any exposures o

liquidated damages for late delivery of contract work by Inspecting performance reports, legal reports, and
commespondence with customers;

Testing the existence and valuatlon of clabms and variations costs by inspecting correspondance with customers;
- Assessment of the appropriateness of the management’s estimates o determine any indication of future losses;
- Assessment of the appropriateness of the mansgement’s estimates to determine Warranty cost;

= Assessed the adequacy of the Greup's disclosure refating to revenue In the consolidated financial statements against
the reguirernents of IFRSs,

impatrment of Praperty, plant and equelpment

As at 31 December 2020, praperty plant and eguipment includes 3 hoted Incatad in Lebanon with a carrying amount of

spproximately KD 4.3 milllon. The hotel Is loss making. The operations of the hotel were suspended in 2020 as a

corsequencs of the angolng Cowid-19 pandemic and had not recommenced at the date of this report. Accordingly,

management has tested the hotel for mpairment as a result of these svents,

The Eroup determined the recovereble amount of the hotel based on fair value less costs to sell. Refer bo Notes 2306

end 5 of these consalidated financial staterments for further details.

Betermining the recoverable amount requires management 1o make certain estimates and judgements. Consegquently,

we identified this matter as a Key audit matier.

Our audit work related to impairment of property, plant and equipment included:

Evaluating the desipgn and Implemantation of relevant controés over the Impalrment process.

= Tasting managements assessments of dicatars relating to the hotel's impaioment, taking Into account current
business conditions and other internal and axternal factors, including the finangal performance of the hotel;
Assessing the skils, competance, qualifications and abjectivity of the indepencent valuer;

- Reviewing the terms of engagement between the Group and the valuer (o determine  the scope of thedr work was
sufficient for audit purposes;

- Together with our internal walustion specialisis, we assessed the appropriateness of the growp’s valuation
methodology, assumption and inputs applied in determining the recoverable amaunt as well as the impact of the
Covid-19 pandamic on the business, 1o determineg if it was in compliance with the requirements of IFRSs;

- Reperforming the mathematical accuracy of the valuation and agreeing the resufts of the valuation to the emount
included in the cengobdated financial staternents;

- Assessing the disdosure in the tonsolidated finandal statements relating to this matter against the requirements of
IFRSL,
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independant Auditor's Report to the Sharehodders

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

Report on the Audit of the Consalidated Finencial Statemants

Opinion

We have audited the consolidated financial statements of The Kuwait Company for Procass Plant Construciion and
Contracting K.5.CF (the “Parent Company™) and s subsidisries (the “Group®], which cormprise the consolidated
staterment of financial positlon as at 31 December 2020, and the consoligated staterment of ncome, consolidated
statement of comprehangive income, consolidated statemant of changes in eguity and condobdated staterment of cash
flows for the year then ended, and notes to the consolidated financlal statements, Including & summary of significant
aocounting policies,

In aur apanion, the accompanying consolidated financial statements prasent fairty, in all material respects, the finandal
position of the Group as at 31 December 2020, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordarce with Internationel Financlal Reporting Standards [IFRSs).

Basis for Opinion

W conducted cur audit in accordance with International Standards on Auditing (1S4s]. Our responsibilities under these
standards are further described in the suditor's Responsibdlities for the Audit of the Consolidated Financial Statemants
section of our report, We are independent of the Group in accordance with the international Code of Ethics for
Professional Accountants [including International Endependence Standards) (IES88 Code], and we have fuffilled our
other ethical responsibilities in accordance with the |ES8A Code. We befieve that the audil evidence we have obtained
is sufficient and approgdiate Lo provide a basis for our opinion.

Key Audit Matters

Key audlt matters are those matters that, in our professional judgment, were of most significance in our audit of the
comedidated linancal statements of the current year. These matters were addressed In the context of our audit of the
consofidated financial statements as a whole, and in farming eur opinien theresn, and we da not provide a separate
apinlan an thewe maters. We have determinad the matters described below to be the key audit matters to be
communicated In our report.

Recognition of revenue

The Group recognized revence from construction projects of ¥0 39 milllon approximately for the year ended
31 December 2020 {2019: KD &2 million). The consirisction industry & charadberized by contract rigk with significant
judgements irvabeed in the assessment of bath current and future contract financlzl performance. in reference to the
accounting peliey Note 2.3.12 te these consolidated financisl statements, revenua from civil construction and senice
contracts is recognized using the percentage of completion method which is an Input method. The stage of completion
s measured based on the total costs ingurred as a proportion of the estimated total costs to be performed,

This regulnes significant judgement from managemant In determining the assessment of the waork performead, valuation
of contract variations and daims; the completenaess and accuracy of forecast costs 1o eomplete; and the ability to daliver
enntracts within ferecast tmescales. Actual results of contracts may significantly differ from estimates, Dependent on
the level of judgement in each, the rangs on each contract can be individually material. in addition, chenges in thase
judgements, end the related estimates, & contracts progress can resuft I material adjustments to revenee and profit
margins. dccordingly, we considered this a4 a key audit metter.
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The Kuwait Company for Process Plant Construction & Contracting Company has made a material contribution
based on its belief in the need to support such actions and initiatives, which have a significant impact on enabling
the Society to play its charitable and humanitarian role, particularly in the context of the Covid19- pandemic and the
exceptional and harsh circumstances that have accompanied it at various levels. The Company will remain proactive
in providing everything that will strengthen its community role and support positive initiatives.

In the light of its social responsibility and given the importance showed by Company’s Board of Directors towards
supporting the cultural movement in Kuwait and to strengthen the status, and the social and family role of women,
the Company has provided material support to the Women’s Cultural and Social Society in order to contribute to the
full implementation of its role and activities.

The Company also contributed through financial support to the Association of «Help your Muslim Brother», which
carries out a variety of charitable activities in Kuwait, such as assistance to needy and subdued families, care for
orphans as well as assistance to the sick, food feeding projects and a breakfast for fasting families and individuals
within Kuwait, as well as paying school fees’ premiums for those needy persons to help them complete their children
education and other charitable initiatives undertaken by the Association.

The Kuwait Company for Process Plant Construction & Contracting Company has made a financial contribution to
support Bayt Abdullah Children’s Hospice to care for children suffering from intractable diseases. This contribution
is part of the community action strategy to which the Company is committed thereto.

The Company also supported the Kuwait Humanitarian Friendship Society to be able to spread its message of love
and peace among members of society through providing medical, social and financial care to the needful in Kuwait,
helping them to secure their daily life needs and to alleviate their suffering, as well as to provide assistance to the
needy families and contribute to relief work.
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Contract No. SE/R403

General maintenance of the Fifth Ring
road, Ghazali road and the Jahra road.
The contract covers intersections and
subsequent road bridges, as well as
pedestrian bridges, dirt work, earthworks,
rainwater streams, planning work, traf-
fic signs, civil works, maintenance work
on concrete and iron bridges, other
service work and maintenance
requirements.

Contract No. 2021/2020-1421
Public authority for housing welfare

Construction, Completion and Maintenance
of the Surface Asphalt Layer and Related
Iltems for the Sabah Al-Ahmad City
Project, Sector (B)

Kuwait Scientific Center Expansion
Program

Construction, completion, and mainte-
nance of the Scientific Centre building.
The new building covers a total area
of 19854 square meters and consists
of a basement of 9,511 square meters,
ground floor and three floors above.

Al-Zur Refinery

Supply and Brush of Asphalt for Al-Zur
Refinery Project, pack 4
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New Roads from Saad Al- Abdullah
Road to Bihaith Gate - RA/225

l. The project for the design, construction,

Sy P e — E— — e E— completion and maintenance of roads,
.l. rain streams, plumbing and other

services for the road developed from

e 1EE = ) Saad Al-Abdallah Road to Bihaith Gate
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Road, which is located 28 km north-east
q ---nl: of Kuwait and includes four lanes for
each direction, four intersections and
bridges, as well as three railway
intersections.

Direct Contract: MD/N/65

This contract includes general maintenance
work, construction of pressure and
gravity lines and their attachments
pertaining to the sanitary sewer system.
It includes cleaning, opening of closures,
replacement of damaged lines or
construction of new lines, as well as
connecting the government buildings,
residential plots, etc, to the public
sewage

network, as well as handling emergency
and urgent work at various locations,
all in accordance with maintenance
requirements specified by the maintenance
engineering sector.

Contract: Ra/237

Construction, completion and mainte-
nance of roads, bridges, rain streams,
plumbing and other services of the
road between the Port of Zour and
Al-Wafra. The project is located in
southern Kuwait at a length of 33 km
and consists of 5 intersections and
three-lane bridges in each direction.
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Electrical Engineering Engineering Products

Marble & Interior fit-outs Water Facilities

Scaffolding & Equipment Rentals Building Transport Systems
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KCPC is working towards strengthening its presence and establishing its position in the projects and construction
sectors in Kuwait and the region, taking advantage of the opportunities that will be presented within the development
projects, in particular with regard to the projects of the Strategic Plan of the State of Kuwait. «Vision 2035» in the
areas of infrastructure, oil, energy and others, as well as in development projects launched in some GCC countries
during 2021, ensuring its continued progress and success in establishing its roots on solid foundations in the areas
of contracting.

Since its incorporation, KCPC managed to gain the confidence of clients, both from government ministries and
agencies and from entrepreneurs, due to the quality of its work, its significant contributions and its interest in providing
them with the best services, since trust is one of the most important foundations for sustainability and success.
Since that our clients and their satisfaction is our primary objective, we are keen to achieve our long-term strategic
objectives in accordance with deliberate plans to provide our clients with the best possible quality, cost and speed of
delivery, as well as to increase profitability, ensure sustainable returns and good and distinct benefits to shareholders
based on our credibility, the Company>s good reputation and the confidence of both public and private clients and
individuals within Kuwait.

Respected presence, on the basis of the above, the Board recommends to the General Assembly the distribution of:
- Cash dividends by 45% of the nominal value of share at 45 fils per share to the shareholders registered in the
Company»s records at the date of maturity in accordance with the applicable laws.

- Bonus shares by 5% of the paid up and issued capital i.e. 5 shares per 100 shares, to the shareholders registered
in the Company’s records at the date of maturity in accordance with the applicable laws.

- Ratify the remuneration to the Board Members for the financial year ended 31/12/2020, totaling only KWD 66,000
(Sixty-Six thousand Kuwaiti Dinar only).

Lastly

I’'m pleased, on behalf of myself and KCPC’s Board of Directors, to extend my sincere thanks and appreciation to
our wise leadership headed by His Highness Amir Sheikh Nawaf Al-Ahmed Al-Jaber Al-Sabah, to His Excellency
Crown Prince Sheikh Mashal Al-Ahmed Al-Jaber Al-Sabah, the government of the State of Kuwait represented in
his highnesses Prime Minister Sheikh Sabah Al-Khaled Al Hamad Al-Sabah and the members of the government,
wishing them all progress and prosperity in leading our country to brighter future.

We also thank all those who have been with us and who have extended any form of support to us or have given the
Company and the Executive Management their confidence, especially our generous clients and loyal partners, who
have played a greater role and confidence in the success of the Company:>s action plans and whose efforts have
been successful and distinguished.

I also thank our fellow members of the Board of Directors, the Executive Management team and all the employees of
the Company in their respective positions for their significant contributions and efforts during a year full of challenges
and hard work to bring the Company to its hoped-for goals and expectations.

We would also like to thank all the Government and private agencies that deal with the Company, as well as
the regulatory bodies in Kuwait, for their support and for making use of all possibilities and guidance for years
characterized by cooperation for the public interest.

May Almighty Allah protect Kuwait, its leadership, its people and the people on its territory from any harm and to
witness further development and prosperity in all areas.

May the Peace, the Mercy and the Blessings of Allah be bestowed upon you.

s '\'d—:_?-

Moayad Hamad Musa-ed Al-Saleh
Vice Chairman and the CEO
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4. The Company has also signed the expansion contract for the Scientific Centre building in July and works began
in mid-September and are under way.

5. The Company has also signed a contract with the Public Authority for Housing Welfare to complete the surface
asphalt layer in Sabah Al-Ahmed City and the works commenced in December 2020.

6. The Company also participated in numerous government and private tenders and offered competitive prices,
some of which we hope will be awarded in the year 2021.

We promise to continue in working and excreting our best efforts to execute and accomplish the works in accordance
with the established time frames and without any delay, so that the trust in the Company will remain firm and solid
and that its reputation will be sober and honorable for all.

Our respected presence, in adoption of the culture of «governance» and following the instructions issued by the
Capital Markets Authority and Boursa Kuwait Company, and affirming the Company>s commitment with transparency
and credibility with shareholders, investors and stakeholders, the Company has developed a number of standards,
communication and disclosure channels and mechanisms to guarantee the rights of all shareholders and clients,
as well as employees and other stakeholders, emphasizing the principle of impartiality and integrity in decision-
making and the distribution of functions within the Board of Directors in order to enhance the oversight role and
reduce the potential conflict of interest, and to control the Company’s actions and activities, as well as the adoption
of professional reports, thereby supporting decision-making in line with the adopted policies and procedures as
detailed in the Corporate Governance Report 2020.

Respected presence, we are also pleased to mention the results achieved by the Company’s Concrete and Asphalt
Production plants as modern, specialized enterprises established on KCPC>s plots, which keep pace with the latest
developments to offer the best quality products and materials, and which are awarded the intentional ISO certificate.
KCPC’s two plants are considered among the largest manufacturing plants for ready mix concrete and asphalt in the
State of Kuwait. The achievements and quality products of those two plants are source of pride and encourage us
to move forward at a stronger pace.

Seeking integration of the Company’s businesses and realizing the importance of the commercial aspect, the
Company has made sure that the supply, installation and maintenance of elevators, swimming pools, marble and
its equipments are among its top priorities. Many contracts have been signed covering these works in most areas
of Kuwait; in addition many project works on supply, installation and maintenance of elevators and escalators
and marble have been accomplished for both the governmental and private sectors. All such works have been
accomplished with accuracy and diligent while considering all the stipulated terms and specifications resulting in
obtaining the clients> satisfaction at all aspects.

KCPC is constantly engaged in its community role, contributing to the sustainable development of the economy,
workers and the surrounding society. KCPC>s commitment was to follow the social responsibility policy adopted by
the Board of Directors to achieve the desired development and to interlink the objectives of KCPC’s and those of the
society, and the implementation of programs and plans in accordance with specific mechanisms that ensure effective
participation in social work, thereby contributing to its promotion and strengthening its hoped-for role as outlined in
the Corporate Governance Report.

KCPC has always emphasized the importance of the human component and the development of its capabilities to
realize its vision of developing its working systems by providing the necessary services to all its employees in various
departments and units given the fact that this is one of the most important investments that KCPC is promoting and
establishing its efficiency. This is further emphasized during the year 2020 as despite the Covid19- pandemic, KCPC
has encouraged its employees to make use of the modern technology applications and communication tools to
execute a lot of tasks and administrative practices in many sectors as added value to them and to keep up with the
growth that companies can attain to achieve the best results professionally and transparently.
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Board of Directors’ Statement
Respected shareholders

First, it is my pleasure on my own behalf and on behalf of the Board of Directors of the Kuwait Company for Process
Plant Construction & Contracting (KCPC), to present to you the Company>s Annual Report highlighting the most
significant achievements achieved by KCPC during the financial year ended 31/12/2020. This report reflects all the
financial results of KCPC’s businesses, which has faced many challenges and difficulties, primarily the Covid19-
pandemic and its accompanying precautionary measures, the effects of which are still visible today. By the grace of
Allah Almighty, KCPC managed to stand up to the same, thanks the direction and follow-up of the Board of Directors,
the dedication of its staff and their commitment to the instructions, and their willingness to double the efforts to
achieve the best results and accomplish the objectives set out in accordance with its plans.

Gentlemen present, KCPC continues to pursue its firm policy of operating on well-founded plans avoiding to enter into
risky or challenging projects or businesses, to maintain its financial position and guarantee the rights of shareholders
in return of their high confidence in the Board of Directors and their considerable support, which is the driving motive
for exerting more efforts and achieving the targeted goals and the pursued success especially with the multiple
challenges facing the local, regional and international markets at most aspects. Winning of the court case filed
against the Public Authority for Housing Welfare was considered as one of the company>s outstanding achievements
of this year, where such success was achieved with the grace of Allah and perseverance of the administrative staff
who worked on this case. The results of such achievement were reflected on its financial results, and the Company
had already disclosed the same.

Our respected brothers, despite the extraordinary economic conditions that Kuwait, the region and the world are
experiencing due to the effects of Covid19- crisis, yet KCPC has managed to prove credibility and well-established
position in the market during 2020 by maintaining the pace of its business and the quality of the services provided
to its customers. As a result, KCPC managed to achieve notable returns to its shareholders on the long term, yet we
aspire to achieve better results given our capabilities and expertise; a future goal that we aspire to achieve by the
grace of Allah.

We present to you the financial results that have been achieved:

- Gross income of KWD 52.7 million for the financial year 2020, compared to KWD 74.1 million for 2019.

- Net profit of KWD 6 million for 2020, compared to KWD 4.9 million for 2019.

- Earnings per share of 56.46 fils (per share) in 2020, compared to 46.67 fils (per share) in 2019.

All financial statements and reports on the Company’s activities were also consulted and discussed at the Board’s
meeting held on 21/03/2021 and the Board maintains the integrity and integrity of those presented statements and
reports.

Respected attendees, backed by the efforts and efficiency of its employees and the diligence of the Board of
Directors, KCPC managed to accomplish and achieve, in the best possible manner, the planned work in most of the
projects entrusted to it and in accordance with the conditions and specifications stipulated in the contracts. The most
notable of these projects are:

1. The completion of the works of the project HT/237 road connecting Al-Wafra and the Port (Mina) of Al-Zur in all
its first, second, third and fourth phases, which was handed over to the Public Authority for Roads and Transport and
opened for public use.

2. Completion of the works of the Project HT/225 road which is a new path from Saad Al- Abdullah road to the Bihaith
gate. It was delivered to the competent authorities in September and opened to the public.

3. The tender HT/S/403 was awarded at KWD 15,000,000 the relevant contract was signed and the works commenced
on 2020/3/1. More than 70% of the contract>s works were completed. We also were assigned to a KWD 1,000,000
contract for plumbing maintenance works at the beginning of 2020 and was increased to KWD 1,250,000, which is
fully accomplished.
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