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Financial information about business segments for the period ended 31 December 2002

. PRI - [P}
5 Al L L) doliitl calellad e audledl calaglaadl b Loy
are set out VY e V) (B dugiiall Al 65l
below:
- - 2 - L4|-\J."
Industrial Bl "_‘ M - ) g
Oil field products and e N Slautsntlg dus ity daaidi Ja
services services division __ Total _ s gl (sagS ks S Hliaa
KD KD KD ) ) (i
Y,401,A11 £YY,VaY Y,014,- VY 'Cu‘n“’“ - el
Segment revenue 2,519,073 32,793 2,951,866 o Yov,At+) (AYAAYY) gladll casylias
Segment expenses (938,927) (357,840)  (1,296,767) (1,7AL,V1Y) (Vov, il ——
Segment result 1,580,146 74,953 1,655,000 wrrwrTy Vi.a0v ),0A+,1 £ e e
Unallocated income 74,952 e dcyga yue bl yl
Unallocated expenses - - (1,141,782) Ve, Aoy deygn pus Casslics
Net profit for the year 588,269 (\_,\_i\%\:_) At ety (il
OAA,
m 1YY, 14 Y,00%,° ¢ fradl culipage
AR, dedge yub Dldgaga
Segment assets 3,556,041 133,069 3,689,110 W ssmgall ollen |
Unallocated assets 11,074 ¥.Ve 0, \AS i
= 73 —_— Uasll eubigllas
Total assets 3,700,184 Vo1 YTY AV » 111,07V S )
Segment liabilities 616,527 89,710 706,237 Yoo 14 Aeo58 RE SRS
Unallocated liabilties 255,164 ' Slistlaell Iles|
Total liabilities 961,401 44,60
N ol e 3 LS oS 8 uslg aBsa B AS Al Jaad
The Company operates from one location in Kuwait and all of its customers are based in Kuwait. cagSIl B a3 @lagage of sl B Ldee JS5 Sl S

The Company’s assets are based in Kuwait.
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¢) Foreign currency risk

The Company incurs foreign currency risk on sales, purchases and certain investments that are
denominated in a currency other than Kuwaiti Dinars. As at the balance sheet date the
Company had the following net exposure denominated in foreign currencies:

2003 2002
KD KD
Long/(short) Long/(short)
US Dollar (94,552) 13,463
GB Pound (45,455) (5,375)
EURO B (75,572)
UAE Dirhams (1,119) -

d) Fair value of financial assets and liabilities

The fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction. Underlying the
definition of fair value is the presumption that the Company is a going concern without any

intention or need to liquidate, curtail materially the scale of its operations or undertake a
transaction on adverse terms.

The estimated fair value of financial assets and liabilities that are not carried at fair value (cash
and bank balances, time deposits with banks, accounts receivable, accounts payable, and term
loan) at the balance sheet date are not materially different from their carrying values.

16. Commitments and contingent liabilities

2003 2002
KD KD
Letters of credit 65,642 10,433
Letters of guarantee 167,849 278,345
233,491 288,778

17. Contingent asset

The Company was an agent of Al Khorayef Company in Kuwait. In 1998, Al Khorayef Company
terminated the agency agreement with the Company. The Company has filed a claim of KD
1,612,221 against Al Khorayef Company for breach of contract.

The Court of First Instance awarded total compensation of KD 313,289 (including KD 65,063
commission receivable) on 4 November 2002 to be paid by Al Khorayef Company. Both the parties
have filed an appeal against the decision and a final Judgement has not yet been issued by the Court
of Appeal. Accordingly the ultimate outcome of the matter cannot presently be determined.
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18. Prior year comparatives

Where necessary, comparative figures have been reclassified to conform with the presentation in
the current year.

19. Proposed dividends and bonus shares

The board of directors have proposed a cash dividend of 5% (2002: Nil) and the issue of bonus
shares of 10% (2002: 19%) of the paid up share capital. The financial statemer‘}ts have not been‘
adjusted to reflect the proposed dividend and issue of bonus shares as they are subject to approval of
the shareholders in the annual general assembly meeting.

20. Segmental information

The Company’s internal organisational and management structure and its system of iI}ternal
financial reporting are based neither on individual products nor on geograp'hy‘ However for the
purpose of segment reporting the Company’s management hal\fe chose._n business segmer_lts as thfe‘
Company’s primary segment reporting format. In presenting mfor.matlon on the basis of business
segments, segment revenue is based on the nature of services provided by the Company. Segment
assets and liabilities are based on the nature of services provided by the Company and are related to
the segment revenues and expenses.

Financial information about business segments for the period ended 31 December 2003 are set out
below:

Industrial
Qil field products and
services services division Total
KD KD KD

Segment revenue 2,519,073 432,?93‘_ 2,951,866
Segment expenses (938,927) (357,840) (1.296,767)
Segment result 1,580,146 74,953 1,655,099
Unallocated income | 11?2;3)
Unallocated expenses _ ’533}26;
Net profit for the year :
Segment assets 3,556,041 133,069 3,689,110
Unallocated assets 7(11 é[l);i
Total assets 3,700,
Segment liabilities 616,527 89,710 7;]2,?:651
Unallocated liabilties 261,401
Total liabilities 961,

The Company operates from one location in Kuwait and all of its customers are based in Kuwait.
The Company’s assets are based in Kuwait.

A
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8. Voluntary reserve

In accordance with the Company’s articles and memorandum of association, 10% of the'pro.ﬁt for‘
the year has been transferred to the voluntary reserve. There are no restrictions on the distribution of

the voluntary reserve.

9. Term loan

The term loan has been repaid during the year, it carried an interest rate of 6% (2002: 6%) per
annum.

10. Loan from shareholders

The shareholders of the Company in the Annual General Assembly mcetiljxg held on 20 April 2003
approved to issue 2,000,000 shares of 100 fils each to the shareholders in lieu of the loan advanced
by them.

11. Accounts payable

2003 2002
KD KD
Trade creditors 304;2; 2?3322
Accrued leave payable 20,6 1 70’603
Accrued expenses 3 36 B
National labor support tax payable ;283 .
ibuti bl : ;
KFAS contribution payable o S
12. General and administrative expenses
2003 2002
KD KD
Employee cost 790,614 740,411
Business promotion expenses ﬁg,;ig 2%3,2’1’1’
D jation , .
Otetl;é:;la 1 109,471 47,542
1,243,559 1,093,441

Q

MNAFESCO
i m gl

A NNUA AL R E RSOOSR T
2 0 0 3

13. Earnings per share

Earnings per share is computed by dividing net income attributable to the shareholders by the
weighted average numbers of shares outstanding during the year.

2003 2002
KD KD
Net profit for the year 605,455 588,269
Weighted average number
of the Company’s issued and paid up shares 26,402,740 25,000,000
Earnings per share (fils) 22.93 23.53

14. Related party transactions

Related parties comprise of shareholders and entities in which a substantial interest in the voting

power is owned directly or indirectly by the shareholders or over which they are able to exercise
significant influence.

Significant related party transactions during the year represent advisory fees paid to Kuwait

Investment Projects Asset Management Company (K.S.C.) Closed amounting to KD 26,400
(31 December 2002: Nil).

15. Financial instruments

The Company in the normal course of business uses various types of financial instruments.
Information on financial risks and fair value of these financial instruments is set out below.

a) Interest rate risk

The Company is exposed to interest rate risk on time deposits with banks and term loan.

b) Credit risk

The Company is exposed to credit risk in respect of losses that would have to be recognized
if counter parties fail to perform as contracted.

The Company’s exposure to credit risk is primarily in respect of cash and bank balance, time
deposits with banks and accounts receivable. As at the balance sheet date, the Company’s
maximum exposure to credit risk is equal to the carrying amount of the above assets disclosed

in the balance sheet. Adequate provision is made for any amounts considered by the Company
to be uncollectible.
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3. Property, plant and equipment 5. Accounts receivable
Building Plant & Office  Vehicles Capital Total 2003 2002
machinery furniture & Work in KD KD
equipment Progress
KD KD KD KD KD KD Kuwait Oil Company 575,865 544.702
C Joint Operations 178,056 84,607
ost Al-Khorayef Company (see note 17) 65,063 65,063
Balance at 1 January 2003 387,500 2,539,296 142,356 114,605 24,131 3,207,888 Kuwait National Petroleum Company 15.980 22,023
Additions 4,008 121,460 18,869 65,609 64,736 274,682 Pthers 78,142 56,085
Transfers 41,218 15,679 - (56,897) - 013,106 772.480
Balance at 31 December 2003 432,726 2,676,435 161,225 180,214 31,970 3,482,570 Provision for doubtful debts (20,000) (20,000)
893,106 752,480
Depreciation —_— —_—
Balance at 1 January 2003 139,812 1,056,839 85,108 68,819 - 1,350,578 .
) _ 6. Share capital

Depreciation charge for the year 19,951 257,916 18,051 22,326 - 318,244 ' _ _

2 The authorized share capital comprises 27,300,000 (31 December 2002: 25,000,000) shares of 100
Balance at 31 December 2003 159,763 1,314,755 103,159 91,145 - 1,668,82 fils each. The issued and paid up share capital comprises 27,000,000 (31 December 2002:

I 21,000,000) shares of 100 fils each.
Carrying value The shareholders of the Company in the Annual General Assembly meeting held on 20 April 2003
approved the following:
At 31 December 2003 272,963 1,361,680 58,066 89,069 31,970 1,813,748 _ _ |
a) Increase of authorized share capital from 25,000,000 shares to 27,300,000 shares of 100 fils

At 31 December 2002 247,688 1,482,457 57,248 45,786 24,131 1,857,310 each.

b) Issue of 4 bonus shares for every 21 shares held,

¢) Issue of 2,000,000 shares of 100 fils each to the shareholders in lieu of loan advanced by
them to the Company (see note 10).

4. Inventories

7. Statutory reserve

2003 2002
KD KD In accordance with the Kuwait Commercial Companies’” Law and the Company’s articles and
Memorandum of association, 10% of the profit for the year has been transferred to the statutory
Corrient 15.879 7,735 feserve. The Company may resolve to discontinue such annual transfers when the reserve totals 50%
Chemicals 307.630 297,400 Uf t‘he paid up share capital. The reserve is not available for distribution except for payment of a
Spares and tools 243,191 191,447 df"}d&‘ld of 5% of paid up share capital in years when profit is not sufficient for the payment of such

- dividend.
5
566,700 496,828

A
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g) Term loans

Term loans are recognized initially at cost, less attributable transaction costs. Subsequent tg
initial recognition, term loans are stated at amortised cost with any difference between cost and
redemption value being recognized in the statement of income over the period of the loans op
an effective interest basis

h) Employees’ end of service benefits

Provision is made for employees’ indemnity in accordance with the Kuwait Labour Law based
on employees’ salaries and accumulated periods of service or on the basis of employment
contracts, where such contracts provide extra benefits. The provision, which is unfunded, is
determined as the amount payable to employees as a result of involuntary termination of
employment as of the balance sheet date.

i) Provisions

A provision (other than provision for accounts receivable and provision for inventories) is
recognized in the balance sheet when the Company has a legal or constructive obligation as a
result of a past event, and it is probable that an outflow of economic benefits will be required
to settle the obligation. If the effect is material, provisions are determined by discounting the
expected future cash flows at a rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the liability.

j) Payables

Payables are stated at their cost.

k) Impairment

Property, plant and equipment, financial assets are reviewed at each balance sheet date 10
determine whether there is objective evidence of impairment. If any such indication exists, the
asset’s recoverable amount is estimated.

Property, plant and equipment

The recoverable amount of assets is the greater of their net selling price and value in use. I8
assessing value in use, the estimated future cashflows are discounted to their present value
using a discount rate that reflects current market assessment of the time value of money and
the risks specific to the asset. For an asset that does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.
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An impairment loss is only reversed to the extent that the assets carrying amount does not
exceed the carrying amount that would have been determined if no impairment loss had been
recognized.

Accounts receivable

The recoverable amount of receivables is calculated as the total amount of expected
collections. The receivables are of a short term duration and therefore the expected future cash
collections are not discounted.

Impairment losses are recognised in the statement of income. If in a subsequent period the
amount of an impairment loss decreases and the decrease can be linked objectively to an event
occurring after the write down, the write-down or allowance is reversed through the statement
of income.

1) Revenue recognition

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, and no significant uncertainties remain regarding
the derivation of consideration, associated costs or the possible return of goods.

In relation to the rendering of services, revenue is recognised by reference to the stage of
completion of the transaction at the balance sheet date. The method used determines services
performed as a percentage of total services to be performed and applies this percentage to total
revenue expected. Revenue is recognised when no significant uncertainties remain concerning
the derivation of consideration or associated costs.

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

m) Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars at the rate of exchange ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies
are translated into Kuwaiti Dinars at the rate of exchange prevailing on the balance sheet date.
Resulting gains or losses on exchange are recorded as part of the results for the year.

Non-monetary assets and liabilities denominated in foreign currency, which are stated at
historical cost or amortized cost are recorded at the exchange rate ruling at the date of
transaction. Non-monetary assets and liabilities denominated in foreign currencies that are
stated at fair value are translated to Kuwaiti Dinars at the foreign exchange rates ruling at the
dates that the values were determined.



Q

NAFESCO

i mul i

A NNUWUA AL R RSO T
200 0 /3

Notes to the financial statements
for the year ended 31 December 2003

1. Status and activities

National Petroleum Services Company (“the Company”’) was incorporated on 1 January 1993 as,
a closed Kuwaiti Shareholding Company in accordance with the provisions of Commercial
Companies Law and its articles of association. The Company was listed on the Kuwait Stock
Exchange on 18 October 2003.

The principal activities of the Company are carrying out cementing, coil tubing, pumping,
stimulation and other miscellaneous associated services related to drilling operations.

The Company is domiciled in Kuwait and it’s registered office is at Plot no 3, building no 76,
Shuaiba, Kuwait. The number of employees as of 31 December 2003 was 90 (31 December 2002: 84).

The financial statements were authorized for issue by the board of directors on 8 February 2004.
The shareholders of the Company have the power to amend these financial statements at the annual
general assembly meeting.

2. Significant accounting policies

a) Statement of compliance

The financial statements are prepared in accordance with the International Financial
Reporting Standards (“IFRSs”) promulgated by the International Accounting Standards Board
(“IASB”), interpretations issued by the International Financial Reporting Interpretations
Committee (“IFRIC”) of the IASB and the requirements of the Kuwaiti Commercial
Companies Law of 1960, as amended, and the Company’s memorandum and articles of
association.

b) Basis of preparation

The financial statements are presented in Kuwaiti Dinars. The financial statements are
prepared on a fair value basis for financial assets and liabilities held for trading, except those
for which a reliable measure of fair value is not available. Other financial assets and liabilities
and non-financial assets and liabilities are stated at amortised cost or historical cost.

The accounting policies have been consistently applied by the Company and are consistent
with those used in the previous year.
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c) Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and any
impairment losses (refer accounting policy k).

Depreciation is calculated on a straight line basis and is intended to write off the cost of the
assets over their expected useful lives, as follows:

Buildings 20 years
Plant and machinery 10 years
Furniture and office equipment 5 years
Vehicles 5 years

d) Inventories

Inventories are stated at the lower of cost and net realizable value after making allowance for
any slow moving, obsolete or damaged items. Net realizable value is the estimated selling price
in the ordinary course of business, less the estimated selling expenses. Cost of inventories is
based on the weighted average cost principle and includes expenditure incurred in acquiring
the inventories and bringing them to their existing location and condition.

e) Accounts receivable

Accounts receivable originated by the Company are carried at cost less impairment losses
(refer accounting policy k).

f) Investments held for trading

Investments held for trading are acquired principally for the purpose of generating a profit
from short-term fluctuations in prices. These are measured initially at cost, including
transaction costs and subsequently stated at fair value with any resultant gain or loss
recognized in the statement of income.

The fair value of listed equity investments is based on their quoted bid price at the balance
sheet date without any deduction for transaction costs.

Investments held for trading are recognised/derecognised on the trade date i.e. on the date the
Company commits to purchase/sell the investments.
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Statement of changes in shareholders’ equity

for the year ended 31 December 2003

Balance at 1 January 2002
Net profit for 2002

Issue of bonus shares
Transfer to statutory reserve
Transfer to voluntary reserve

Balance at 31 December 2002

Net profit for 2003

Loan from shareholders converted
into share capital

Issue of bonus shares
Transfer to statutory reserve
Transfer to voluntary reserve

Balance at 31 December 2003

R £ RSOEEN T
2 0 0 3

Share Statutory Voluntary Retained
capital reserve reserve  earnings Total
KD KD KD KD KD

2,000,000 16,549 16,549 117.416 2,150,514
- - - 588,269 588,269
100,000 - - (100,000) -

- 60,875 (60,875)

- - 60,875 (60,875)
2,100,000 77,424 77,424 483,935 2,738,783
- - . 605,455 605,455
200,000 - - . 200,000

400,000 - - (400,000)

- 62,085 - (62,085)
- - 62,085 (62,085) .
2,700,000 139,509 139,509 565,220 3,544,238
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Statement of cash flows
for the year ended 31 December 2003

Cash flows from operating activities
Net profit for the year
Adjustments for :
Net gain on investments held for trading
Gain on sale of property, plant and equipment
Depreciation
Provision for doubtful debt
Provision for employees’ end of service benefits
National labor support tax
Contribution to KFAS

Operating profit before working capital changes

Increase in inventories

(Increase)/ decrease in accounts receivable

(Increase)/ decrease in prepayments and other receivables
Increase/ (decrease) in accounts payable

Payments for employees’ end of service indemnity
Payments for KFAS

Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Sale proceeds on disposal of property, plant and equipment
Purchase of investments held for trading

Sale proceeds on disposal of investments held for trading

Net cash used in investing activities

Cash flows from financing activities
Repayment of term loan

Net cash used in financing activities

Net (decrease)/ increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

R RO 1

2003

KD
605,455

(7,765)

318,244

31,802
2,806

5,588

956,130

(70,118)
(140,626)
€12,737)
18,541
(7,690)
(5,479)

738,021

(274,682)

(201,210)
5,855

(470,037)

(330,000)

(330,000)

(62,016)
574,417

512,401

Cash and cash equivalents comprise of time deposits with banks and cash and bank balances.

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

2002

KD
588,269

(14,087)

(775)
282,411
5,000
28,312

5,479

894,609

(72,329)
594,031
80,837
(430,989)
(6,354)
(2,979)

1,056,826

(584,085)
775

62,883

(520,427)

(120,000)

(120,000)

416,399
158,018

574,417
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Balance sheet
as at 31 December 2003

2003 2002
Note KD KD
ASSETS
Non current assets
Property, plant and equipment 3 1,813,748 1,857,310
Current assets
Inventories 4 566,700 496,582
Accounts receivable 5 893,106 752,480
Investments held for trading 203,120 -
Prepayments and other receivables 32,132 19,395
Time deposits with banks - 200,000
Cash and bank balances 512,401 374,417
2,207,459 1,842,874
Total assets 4,021,207 3,700,184
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity
Share capital 6 2,700,000 2,100,000
Statutory reserve 7 139,509 77,424
Voluntary reserve 8 139,509 77,424
Retained earnings 565,220 483,935
3,544,238 2,738,783
Non-current liabilities
Term loan 9 - 210,000
Loan from shareholders 10 - 200,000
Provision for employees’ end of service benefits 100,778 76,666
100,778 486,666
Current liabilities
Current portion of long term loan - 120,000
Accounts payable 11 376,191 354,735
376,191 474,735
Total shareholders’ equity and liabilities 4,021,207 3,700,184
The accompanying notes form an integral part of these financial statements.
Habib Hasan Jawhar Hayat Mubarak JassjapAl-Jassim
"/’%/ Deputy Chairm Managing Director
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Statement of income
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for the year ended 31 December 2003

Income

Sales and service revenue
Cost of sales

Gross profit

Other income

Note

Expenses and other charges

General and administrative expenses 12
Interest and finance charges

Provision for doubtful debt
Contribution to KFAS
National labor support tax
Directors’ remuneration

Total expenses and other charges

Net profit for the year

Earnings per share (fils)

13

2003 2002
KD KD
2,947,445 2,951,866
(1,105272)  (1,296,767)
1,842,173 1,655,099

29,119 74,952
1,871,202 1,730,051
1,243,559 1,093,441

6,884 22,862

- 5,000

5,588 5,479
2,806 .
7,000 15,000
1,265,837 1,141,782
605455 588,269

22.93 23.53

The accompanying notes form an integral part of these financial statements.
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The Shareholders
National Petroleum Services Company (K.S.C) Closed

State of Kuwait

Independent auditors’ report

We have audited the accompanying balance sheet of National
Petroleum Services Company (K.S.C) Closed (“the Company™) as
at 31 December 2003, and the related statements of income,
changes in shareholders’ equity and cash flows for the year then
ended.

Respective responsibilities of management and auditors

These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with the International
Standards on Auditing. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

Opinion

In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as at 31
December 2003 and of the results of its operations and its cash
flows for the year then ended, in accordance with International
Financial Reporting Standards promulgated by the International
Accounting Standards Board.

Other regulatory matters

We further report that we have obtained all the information and
explanations that we required for the purpose of our audit and the
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financial statements include the information required by the Kuwait
Commercial Companies Law of 1960, as amended. and “;;H
Co_mpany’s articles and memorandum of associatioin In oui
opinion, proper books of account have been kept by the éom an

an mmventory count was carried out in accordance with reco IL:I)iZG{i
p?ocedures and the accounting information given in the boirc[ f
directors’ report agrees with the books of account. We have ngt
become aware of any contravention, during the year ended 31
December 2003, of the Kuwait Commercial Companies Law of
1960, as amended, or the Company’s articles and memorandum of

association, that would materiall
. n, y affect the Company’s activiti
its financial position. P aetivies or

Qais M. Al Nisf Ahmed M. Al-Rasheed

/,,_u-aeA—’

Licence No. 38 “A”
Of KPMG Al Nisf & Partners
Member firm of KPMG International

Licence No. 39 “A”
Of Al-Dar International
DFK International

Kuwait : 8 February 2004
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Board of Directors would be able to take appropriate decisions with
regard to entry to the Iragi market in the year 2005. The Board of
Directors plan for the entry to the Iraqi market involves the building
of strategic partnership with the Iraqi private sector operating in the
oil sector.

Initial information obtained by the company from oil leaders in
Iraq indicate that well drilling and rehabilitation projects in Iraq will
start in 2005, and our company stands an excellent chance to obtain
this business once operations start.

 Khafji

We have been pre-qualified at the Kuwait Gulf Oil Company
which operates in the Khafji field in the Kingdom of Saudi Arabia
for performing work for the company. The decision by the Board of
Directors to enter the Khafji field of operations is a strategic

decision because it will be the first time the company participates in
offshore operations. It will also be a step toward offering our

services to ARAMCO Saudi Company in the Kingdom of Saudi Arabia.

During 2004, the Board of Directors will finalize the three-year plan and set the priorities of the
company for its business and the services it will provide during the expansion period. The plan will
prepare estimates of all financial and funding requirements for implementing the plan, which is
expected to be through all or part of the following:

« Loans, taking advantage of the good cash flows and the present low interest rates.

» Profit retention.
« Increasing the capital of the company.

Finally, the Board of Directors thanks the almighty for His blessings, and prays for a continuance
of these blessings for Kuwait and its people under the leadership of His Highness the Amir, His
Highness the Crown Prince and His Highness the Prime Minister.

for the Board of Directors

Mubarak Jassim Al-Jassim
Deputy Chairman and Managing Director
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Annual Report of the Board of Directors

The Board of Directors has laid down an expansion plan for the
next three years, with specific targets so that the company will
achieve future expansion policies. These include re-structuring and
organizing the departments of the company in order to strengthen
business, quality control systems and information systems and
review the salaries and incentives system for both employees and
managers, as well as expanding the constructed area of the
company.

Although the achievement of these objectives involves
considerable financial and administrative costs that will definitely
affect the financial performance of the company during 2004 and
its profitability, it will help drawing a framework for organizing the
company on a sound basis that will continue to achieve success in
the future, thereby ensuring higher return on shareholders’ equity on
both the mid and long terms in the event of implementing the
expansion plan of the company in an optimum manner.

The Board of Directors has set the expansion plan as follows:

1- Plan to maintain the volume of business with existing
customers and increase future business

Despite the increased demand observed in 2003, OPEC
production ensured that the market remained well supplied and that
prices were maintained within the target ranges of the OPEC
reference basket.

The OPEC meeting of Feb 10th 2004 allocated Kuwait a three
month production quota of 1,886,000 bpd, down 100,000 bpd from
their previous level. The quota reduction was in response to the
forecasted supply surplus in the second quarter, a quarter with
seasonally lower demand.

This quota change would have little impact on the number of
Drilling Rigs engaged in the country, as these are mainly governed
by Kuwait Oil Company’s strategic five year rolling plan.

KOC’s plans to increase both proven reserves from existing
reservoirs and new reserves through exploration will raise Drilling
Rig levels in 2004 from 2003: this increase in Drilling activity
should have a positive impact o NAPESCO’s earnings.
NAPESCO’s current market share is estimated at 23% of Well
Construction activity through its Cementing and Downhole Tool
product lines and 18% of the Well Intervention business through its
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Coiled Tubing and Stimulation Product Lines. The total market for

NAPESCO’s products and services is estimated at 13.5 million
KDs.

The company achieved a level of volume business comparative to
the maximum level that can possibly be achieved with Kuwait Oil
Company and Joint Operations under the market share distribution
system employed at present.

Eor j[hi‘s reason, the policy that the company will follow is to
mam‘tam its existing share and seek to increase it gradually as fa‘r as
possible th.rough better quality and added value in a consisten‘t
manner on its services to both companies.

With regard to the North Kuwait project, the company has studied
a m}n“qber of plans drawn by foreign companies that have been
qualified for the project with regard to the works that our company
can carry out. Management has started to get ready and equip itself
techmcaﬂy and administratively for the competition for Lthis
bLlS]Fle.SS. Management has also drawn plans that might ensure our
receiving a major part of these works in the event where a certain
foreign company wins the project for North Kuwait.

2~ P_lan to increase the scope of services offered:

. With regard to increasing the scope of services to include other
olllﬁeld services, the company intends to provide the new services
elthgr independently or in cooperation with global or regiona‘l
service §0mpanies in order to be able to compete with the major oil
companies for these works at both local and international levels

T.he other scope represents specialized industrial services s'uc‘l'; as
environmental services, material storage services andl va]v‘;
assembly and maintenance services. Feasibility studies will be
conducted for each of these services and presented .to the Board of

pinectors for inclusion as priority items in the company’s expansion
ans.

3- Plan for entering new geographical markets:

* Iraq:

The Board of Directors has taken a strategic decision to enter the
mar.kets of Iraq under a three-year plan, with specific steps to
achieve our objectives for that market. The first step would be to
6Stat.uli.sh an office in Basra, manned by recruiting technical and
adm.lmstrative personnel, in order to conduct a field study of the
Iraqi market and its needs and future directions this year, so that the
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Board of Directors
National Petroleum Services Co. (K.S.C) Closed

Habib Hasan Jawhar Hayat Chairman

Mubarak Jassim Al-Jassim Deputy Chairman

& Managing Director
Dr. Ali Abdullah Al-Shamlan Director
Adel Yousef Saleh Al-Soqobi Director
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Company Outline

Name of the Company

Commercial registration No. :
Date established

Date listed on the K S E
Address

Website

Authorized capital
Paid up

Nominal value of the share :

Legal adviser

Auditor

250 0 ;3

: National Petroleum Services

Company (K.S.C) Closed
49911 dated 28 March 1993

: 3rd of January 1993
: 18th of October 2003
: Shuaibah Industrial Area, Block 3,

Street 6, Plot 76

P.O. Box 9801 Ahmadi 61008 Kuwait
Telephone: 3262222

Fax: 3261122

: Www.napesco.com
: KD 2,730,000
: KD 2,700,000

100 Fils

: Khaled Abdullah Al-Ayyoub Office

Al-Souq Al-Kabir Building, Fahed
Al-Salem Street,

Block B, 9th Floor

P.O.Box 1714 Safat 13018 Kuwait
Telephone: 2466592 / 2464321
Fax: 2466591 / 2434711
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Chairman’s Statement
Messrs Shareholders of National Petroleum Services Co.

Dear Sirs

The Board of your company is glad to present to you this annual
report of the company’s financial result as well as activities and works
for the year 2003. The year 2003 witnessed the liberation of Iraq and
the overthrow of an obnoxious regime by the grace of God. We hope
that God would bless the Arab and Islamic nations with stability in
general and the State of Kuwait in particular.

The past year also witnessed the enlistment of National Petroleum
Services Co. NAPESCO in the Stock Exchange Market pursuant to the
approval of the company’s General Assembly held on 20/4/2003. The
Board of Directors entrusted the management of the enlisted process to
Kuwait Assets Management Co. (KAMCO) following a careful study
and comparison of the offers submitted to the company in regards to the

process.

The process of enlistment to the Stock Exchange Market was very
successful as investment funds and various investors engaged in
negotiation of the company’s shares in a positive manner which had a
great influence on the increase in share market price to comparative
levels with return on the investment. This really demonstrates the good
reputation that the company acquired as well as the positive vision for

its future.

The company was able to maintain the volume of its sales in 2003 as
compared to the year 2002 in spite of the suspension of activities of
Kuwait Oil Co. and the Joint Operations for two months due to the
military operation for the liberation of Iraq. With that, the company
achieved revenue that reached KD. 2,947,445 a decrease not exceeding
0.15% over the year 2002. However the company was able to increase
the rate of services revenues as compared to mutual revenues which led
to the increase in the gross profit to KD. 1,871,292 i.e. an increase
equals to 8% over the last year. Accordingly, the company achieved
increase in its net profit in the sum of KD. 606,455 i.e. an increase of

3% over last year.

There is an indication that Kuwait is working towards a huge
economic reinvigoration as a result of political and security stabilities
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in the area through the liberation of Iraq. Also the geographic and

political location of Kuwait which has gi s
o S giveniti I YOS
promising Iragi market. g nvestment priority in the

There 1 :
fact;‘s e “:ls; -HE doubtl ti.mt NAF’ESCO possesses a lot of components and
o 2 ic pllltS it in the forefront of petroleum services companies
1;;3; [IS<j ;el;l whx;hs enables it to obtain projects in the North Kuwait‘
\ gdom of Saudi Arabia or an i i :
. y area in the region. To enable th
company obtain these contracts, it is imperative that the company i{z

well equipped technicall et
y and adminis -
et okl e ststed. inistratively during the year 2004 as

Sha\?feé t?ctla Board of Directors of NAPESCO, would like to assure our
Care?ulcf ers dthat, the board is eager to study all its expansion plan
ﬁnanCia){lyanE : fr(l)rrlll ali1 aspects; technically, administratively and
. Especially those that concern the ex i
: | : pansion plan of
coglpany regmnally‘ in order to maintain investment of the sEareh?Jldfehc
and guarantee their equities. In addition, we like to assure oéi

shareholders that the comps :
long term levels, pany has good future prospect in the mid and

The i i i i
foundaggirdfls \a}wlorkmg on investments in the short term to put steady
s for the continuous and increasi
: i . easing success of th
In addition maintaining i i :
ng its net operational I pany
. : 1 ‘ profit until the comps
achieves its expansion plan in the coming few years T

F" P
. I;lnd]_ly, \Ee exltlend our thanks to the company’s management & all
oyees for all their efforts which h irectl
: ave shared direct i
these results, wish them always the success ¥ o nelieve

Chairman

>

Habib Jawhar Hayat
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H.H. SHEIKH SAAD
AL-ABDULLAH AL-SALEM
AL-SABAH

Crown Prince of the
State of Kuwait
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H.H. SHEIKH JABER
AL-AHMAD AL-JABER
AL-SABAH

Amir of the State of Kuwait

H.H. SHEIKH SABAH
AL-AHMAD AL-JABER
AL-SABAH

Prime Minister of the
State of Kuwait
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