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Public Accountants Auditing Office
P.O. Box 2115 Safat 13022 State of Kuwait Ali Awaid Office
Tel. : 22410010 - 22961000 P.O. Box 27387, Safat, 13134, State of Kuwait
Fax: 22412761 Tel. : 22423415 - Fax: 22423417
INDEPENDENT AUDITORS’ REPORT
THE SHAREHOLDERS
NATIONAL PETROLEUM SERVICES COMPANY - K.S.C. (PUBLIC)
STATE OF KUWAIT

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of National Petroleum Services
Company - K.S.C. (Public) (the Parent Company) and its subsidiary (the Group), which comprise the
consolidated statement of financial position as of December 31, 2014, and the consolidated statements
of profit or loss, profit or loss and other comprehensive income, changes in equity and cash flows for
the fiscal year then ended and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the consolidated financial statements

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

Auditors’ responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
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Public Accountants Auditing Office
P.O. Box 2115 Safat 13022 State of Kuwait Ali Awaid Office
Tel. : 22410010 - 22961000 PO. Box 27387, Safat, 13134, State of Kuwait
Fax: 22412761 Tel. : 22423415 - Fax: 22423417

appropriateness of accounting policies used and the reasonableness of accounting estimates made by

management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, financial
position of National Petroleum Services Company - K.S.C. (Public) as of December 31, 2014, and its
financial performance and its cash flows for the fiscal year then ended in accordance with International
Financial Reporting Standards.

Report on other Legal and Regulatory Requirements

Also in our opinion, the consolidated financial statements include the disclosures required by the
Companies Law No. 25 of 2012, its amendments and Executive regulations, the Parent Company’s
Memorandum of Incorporation and Articles of Association, and we obtained the information we
required to perform our audit. In addition, proper books of account have been kept, physical stocktaking
was carried out in accordance with recognized practice, and the accounting information given in the
Directors’ Report is in agreement with the Parent Company’s books. According to the information
available to us, there were no contraventions during the fiscal year ended December 31, 2014 of both the
Companies Law No. 25 of 2012, its amendments and Executive regulations or of the Parent Company’s
Memorandum of Incorporation or Articles of Association which might have materially affected the
Parent Company’s financial position or results of its operations.

N

waid Rukheyes Nayef M. Al-Bazie
Licence No. 72 - A Licence No. 91-A
Member of the International Group RSM Albazie & Co.

of Accounting Firms

State of Kuwait
February 18, 2015
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Consolidated statement of financial position As at 31 December 2014

ASSETS Note 2014 2013
Non-current assets:
Property, plant and equipment 3 8,000,810 8,691,154
Investments available for sale 4 49701 415,201
Total non- current assets 8,050,511 9,106,355
Current assets:
Inventories 5 2,211,409 1,645,301
Accounts receivable 6 5,439,881 3,690,138
Pre-payments and other debit balances 7 982,540 1,100,943
Investments at fair value through profit or loss 8 1,675,094 1,687,628
Cash on hand and at banks 4,196,919 3,196,493
Total current assets 14,505,843 11,320,503
Total assets 22,556,354 20,426,858

SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity:

Share capital 9 5,760,951 5,760,951
Share premium 10 3,310,705 3,310,705
Treasury shares 11 (585,062) (585,062)
Treasury shares reserve 33,825 33,825
Statutory reserve 12 2,120,691 1,757,769
Voluntary reserve 13 2,120,691 1,757,769
Cumulative change in fair value 20,767 50,706
Retained earnings 4,454,228 3,745,126
Total equity 17,236,796 15,831,789
Non-current liabilities:
Provision for end of service indemnity 14 1,131,646 860,604
Total non-current liabilities 1,131,646 860,604
Current liabilities:
Accounts payable and other credit balances 15 4,187,912 3,734,465
Total current liabilities 4,187,912 3,734,465
Total liabilities 5,319,558 4,595,069
Total shareholders’ equity and liabilities 22,556,354 20,426,858

o>

Omran Habilj Hayat

Chairman

The accompanying notes (1) to (31) form an integral part of the consolidated financial statements
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Consolidated statement of profit or loss
For the year ended 31 December 2014
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Note 2014 2013

Sales and services revenue 16,065,962 14,803,852
Cost of sales and services (11,132,332) (10,544,169)
Gross profit 4,933,630 4,259,683
General and administrative expenses 16 (1,754,002) (1,287,243)
Provision for doubtful debts 6 - (102,667)
Operating Profit 3,179,628 2,869,773
Net investment income 17 115,854 57,383
Other income 18 333,737 87,069

Profit for the year before contribution to Kuwait

Foundation for the Advancement of Sciences (KFAS),

National Labor Support Tax (NLST), contribution to

Zakat and Board of Directors’ remuneration 3,629,219 3,014,225
Contribution to Kuwait Foundation for the

Advancement of Sciences (KFAS) 19 (33,829) (27,128)

National Labor Support Tax (NLST) 20 (99,222) (79,798)
Contribution to Zakat 21 (39,689) (31,919)
Board of directors’ remuneration 15 (64,000) (64,000)
Net profit for the year 3,392,479 2,811,380
Earnings per share - (fils) 22 60.66 50.39

The accompanying notes (1) to (31) form an integral part of the consolidated financial statements
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Consolidated statement of profit or loss and other comprehensive income
For the year ended 31 December 2014

Note 2014 2013

Net profit for the year 3,392,479 2,811,380
Other comprehensive income :

Items that may be reclassified subsequently to

consolidated statement profit or loss

Change in fair value of investments available for sale 4 (29,939) 26,418
Other comprehensive (loss) income for the year (29,939) 26,418
Total comprehensive income for the year 3,362,540 2,837,798

The accompanying notes (1) to (31) form an integral part of the consolidated financial statements
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Consolidated statement of cash flows For the year ended 31 December 2014
2013
2014

Cash flows from operating activities

Profit for the year before contribution to Kuwait Foundation for
the Advancement of Sciences, National Labor Support Tax,
contribution to Zakat and Board of Directors remuneration

Adjustments for:

Depreciation

Loss (Gain) on sale of property, plant and equipment

Net investment income

Provision for doubtful debts

Net Provisions no longer required

Interest income

Provision for end of service indemnity

Changes in operating assets and liabilities:

Inventories

Accounts receivable, brepayments and other debit balances
Accounts payable and other credit balances

Cash generated from operating activities

Payment of Kuwait Foundation for the Advancement of Sciences
Payment of National Labor Support Tax

Payment of Zakat

Board of Directors’ remuneration paid

Paid for end of service indemnity

Net cash generated from operating actjvities

Cash flows from investing activities

Paid for purchase of property, plant and equipments
Proceeds from sale of property, plant and equipments
Proceeds from sale of investments available for sale
Dividend income received

Interest income received

Net movement in cash at portfolios

Net cash used in investing activities

Cash flows from financing activities
Proceeds from sale of treasury shares
Paid for purchase of treasury shares
Cash dividends paid

Net cash used in financing activities

Net increase (decrease) in cash on hand and at banks
Cash on hand and at banks at beginning of the year
Cash on hand and at banks at end of the year

3,629,219 3,014,225
2,005,476 1,295,469

15,012 (81,831)
(115,854) (57,383)

102,667

(333,086) -
(763) (444)
334,121 177,673
5.534.125 4,450,376
(566,108) (255,460)

(1,631,340) (1,889,434)

1,088,243 751,304
4,424,920 3,056,786

(27,128) (21,483)
(144,870) -
(57,948) -
(64,000) (48,000)
(63.079) (42,735)
4,067,895 2.944.568

(1,575,180) (2,825,919)

532 119,109
354,524 -
109,827 115,374

763 444

402 305

—_@02) 305
(1.109.936) (2.590.687)

- © 357,887
- (3,690)
(1,957,533) (1,677,135)
(1,957,533) (1,322,938)

1,000,426 (969,057)
3,196,493 4,165,550
4,196,919 3,196,493

The accompanying notes (1) to (31) form an integral part of the consolidated financial statements
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Notes to the consolidated financial statements
For the year ended 31 December 2014

1. Incorporation and objectives of the Parent Company

National Petroleum Services Company - K.S.C. (Public) was incorporated pursuant to the Articles of
Association duly authenticated at the Ministry of Justice, Real Estate Registration and Authentication
Department under Ref. No. 73 volume 1 dated January 3, 1993. The Parent Company was registered
in the Commercial Register under Ref. No. 49911 dated May 1, 1995.

As per the issued letter from the Department of Shareholding Companies No.357 dated June 15,
2014 and according to the Parent Company’s Shareholders’ Extraordinary General Assembly
meeting held on May 1, 2014, the Parent Company had complied with the requirements of the
Companies’ Law No. 25 of 2012 and its subsequent amendments and executive regulations, which
has been ratified by the Shareholders’ General Assembly.

The Parent Company’s shares were listed on the Kuwait Stock Exchange on October 18, 2003.

The objectives, for which the Parent Company was incorporated for, are:

t

Performing all support services for wells drilling, repairs and preparation operations for production
as well as related maintenance services.

- Establishing of industrial firms with a view to manufacture and production of equipments and
materials necessary for such objectives after obtaining the approval of the competent authorities.

- Importing and processing of machinery tools and tools necessary for the execution of such
objectives.

- Processing of Lands and real estates necessary for setting up its facilities and requirements.

- Importing and exporting of chemicals necessary for the execution of the works stated in clause
(1) above.

- Concluding agreements and obtaining of franchise which it deems necessary for the achieving its
objectives.

- Processing of necessary patents, and trademarks which it needs.

- Obtaining and granting of agencies in connection with the company’s activities.

1- Providing environmental services and related comprehensive laboratories environmental
analyzes in addition to advisory services relating to the environment, health and safety as
well as environmental training and carrying out environmental studies and research, including
environmental impact studies after the approval of the concerned authorities. Environmental
services include the following:

2- Taking, processing and examination of all kinds of waste samples and transfer, processing,
recycling and waste disposal operations related to oil drilling and production of oil and lake
sediments and oil tanks and other environmentally harmful industrial wastes.

3- Treating all harmful environmental wastes (solid - semi-solid - liquid - gas - Others) such as
those related to oil industry and services and turn it into energy, namely oil wells offshore
oil platforms and oil platforms and wild plants of oil and gas , chemicals and services to the
industrial , marine and offal refining , in addition to waste industry and services related to
sanitation and waste industry , refining and desalination of water and medical fields.

4- Fulfillment of collection and transport, cleaning, processing and recycling and disposal of
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Notes to the consolidated financial statements
For the year ended 31 December 2014

industrial and chemical residues on the work of drilling, transportation, storage, production
and export of petroleum (oil - gas).

5- Import, export, leasing, sale and storage of equipments and machineries used in the collection
and transport and cleaning , processing and recycling and disposal of waste of all kinds.

6- Providing solutions, technologies and software support in dealing with the environment and
dealing with all kinds of offal.

7- Trading in raw materials and manufactured products to protect and preserve the environment.

8- Providing all kinds of environmental training at independent specialized training centers, and
security related consultancy, health and environment, environmental and chemical laboratories,
provided that required conditions are met in those who are engaged in the profession and after
the approval of the concerned authorities.

9- Providing credits and environmental auditing and monitoring of relevant institutions and
qualifying and licensing human resources to do all the works required and environmental
activities.

10- Supply and installation of mobile and fixed devices in the oil and non-oil sites to
measure air pollutants on a regular basis.

11- Supply of technical manpower specialized in the work of the Special Anti- marine
environment surrounding the oil pollution sites.

12- Examining and monitoring of the safety of oil installations, transmission lines and oil
and gas tankers, refineries, factories and related supplements.

Supply and installation of safety equipments and security systems and control of oil ports for as,
surveillance cameras and alarm systems against theft and fire-fighting equipments and explosives
detection, and so on.
Utilizing surplus funds of the Parent Company by investing in portfolios managed by specialized
companies.
The establishment of industrial plants and related accessories for the purpose of making and production,
import, export, sale, storage and rental linings wells and pipe production and conservation, and the
heads of the wells and all the necessary operations for the drilling of wells and production, as well as
required to implement the purposes of equipment materials.
Acting as a middleman for all other operations necessitated by the Parent Company of various business
interests and a variety of purposes in all the major oil fields of the oil sector.
Carrying out all types of drilling wells and the subsequent development of processes to those wells
and maintenance.

Conduct studies and surveys and research related to the purposes of the Parent Company.

The Parent company is allowed to conduct all these activities inside State of Kuwait or abroad, have
an interest or participate in any means with enterprises conducting related activities, which could assist
the Parent Company in conducting its activities inside State of Kuwait or abroad, or acquire those
enterprises or be associated thereto.
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Notes to the consolidated financial statements
For the year ended 31 December 2014

The address of the Parent Company is: Shuaiba Industrial - Plot 3 - P. O. Box 9801, Al-Ahmadi, Postal
Code 61008, State of Kuwait.

As of December 31, 2014, the Group had 666 employees (2013 — 452 employees).

The consolidated financial statements were authorized for issue by the Board of Directors of the Parent
Company on February 18, 2015. The Shareholders” General Assembly has the power to amend these
consolidated financial statements after issuance.

2. Significant accounting policies

The accompanying consolidated financial statements of the Group have been prepared in accordance
with the International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB) and applicable requirements of Ministerial Order No. 18 of 1990. Significant
accounting policies are summarized as follows:

a) Basis of preparation:

The consolidated financial statements are presented in Kuwaiti Dinars which is the functional currency
of the Parent Company, and are prepared under the historical cost convention, except for, investments at
fair value through profit or loss and certain investment available for sale that are stated at their fair value.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

The preparation of consolidated financial statements in conformity with International Financial Reporting
Standards requires management to make judgments, estimates and assumptions in the process of
applying the Group’s accounting policies. Significant accounting judgments, estimates and assumptions
are disclosed in Note 2 ().

Standards and Interpretations issued and effective

The accounting policies applied by the Group are consistent with those used in the previous year except
for the changes due to implementation of the following new and amended International Financial
Reporting Standards as of January 1, 2014:

Amendments to IAS 32 - Offsetting financial assets and financial liabilities

The amendments to IAS 32 clarify the meaning of “currently has a legally enforceable right of set off”
and “simultaneous realization and settlement”.

Amendments to IAS 36 — Recoverable amount disclosures for non-financial assets

The amendments to IAS 36 remove the requirement to disclose the recoverable amount of a cash
generating unit (“CGU”) to which goodwill or other intangible assets with indefinite useful lives had
been allocated when there has been no impairment or reversal of impairment of the related CGU.
Furthermore, the amendments introduce additional disclosure requirements applicable to when the
recoverable amount of an asset or CGU is measured at fair value less costs of disposal. These new
disclosures include fair value hierarchy, key assumptions and valuation techniques used which are in
line with the disclosures required by IFRS 13 Fair Value Measurements.
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Amendments to TAS 39 — Novation of derivatives and continuation of hedge accounting

The amendments to IAS 39 provide relief from the requirement to discontinue hedge accounting when a
derivative designated as a hedging instrument is novated under certain circumstances. The amendments
also clarify that any change to the fair value of the derivative designated as a hedging instrument arising
from novation should be included in the assessment and measurement of hedge effectiveness.

These amendments and standards are not expected to have a material impact on the consolidated financial
statements.

Standards and Interpretations issued but not effective

The following new and amended IASB Standards have been issued but are not yet effective, and have
not been adopted by the Group:

IFRS 9 - Financial Instruments

The standard, effective for annual periods beginning on or after January 1, 2018, replaces the existing
guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 specifies how
an entity should classify and measure its financial instruments and includes a new expected credit
loss model for calculating impairment of financial assets and the new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of financial
instruments from IAS 39.

Amendments to IFRS 11 — Accounting for acquisitions of interests in joint operations

The amendments clarify the accounting for acquisitions of an interest in a joint operation when the
operation constitutes a business requiring the acquirer to apply all the principles on business
combinations accounting in IFRS 3 and other IFRSs. The amendments are effective prospectively for
annual periods beginning on or after 1 January 2016, with earlier application being permitted.

IFRS 15 - Revenue from contracts with customers

° The standard, effective for annual periods beginning on or after January 1, 2017, establishes a
comprehensive framework for determining whether, how much and when revenue is recognized. It
replaces the following existing standards and interpretations upon its effective date:

° JAS 18 — Revenue,

* IAS 11 - Construction Contracts,

¢ IFRIC 13 — Customer Loyalty Programs,

* IFRIC 15 — Agreements for the Construction of Real Estate,

* IFRIC 18 — Transfers of Assets from Customers, and,

SIC 31 - Revenue-Barter Transactions Involving Advertising Services

Amendments to IAS 16 and IAS 38 - Clarification of acceptable methods of depreciation and
amortization

The amendments, effective prospectively for annual periods beginning on or after January 1, 2016,

clarify the principle in IAS 16 and IAS 38 that revenue reflects a pattern of economic benefits that are
generated from operating a business (of which the asset is a part) rather than the economic benefits
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that are consumed through the use of an asset. As a result, a revenue based method cannot be used
to depreciate property, plant and equipment and may only be used in very limited circumstances to
amortize intangible assets.

Amendments to IAS 27 — Equity method in separate financial statements

The amendment, effective for annual periods beginning on or after January 1, 2016, allow entities

to use the equity method to account for investments in subsidiaries, joint ventures and associates in
their separate financial statements. Entities already applying IFRS and electing to change to the equity
method in its separate financial statements will have to apply that change retrospectively.

Amendments to IFRS 10 and IAS 28 — Sale or contribution of assets between an investor and its associate or joint venture

The amendments address a conflict between the requirements of IAS 28 ‘Investments in Associates
and Joint Ventures’ and IFRS 10 ‘Consolidated Financial Statements’ and clarify that in a transaction
involving an associate or joint venture, the extent of gain or loss recognition depends on whether the
assets sold or contributed constitute a business. They are effective for annual periods beginning on or
after 1 January 2016, with earlier application being permitted.

These amendments, revisions and standards are not expected to have a material impact on the
consolidated financial statements.

b) Basis of consolidation:
The consolidated financial statements incorporate the financial statements of National Petroleum Services
Company K.S.C. (Public) (the Parent Company) and the following subsidiary:

Ownership percentage

Incorporation

Name of subsidiary country 2014 2013

Napesco International Petroleum Services
Company W.L.L Kuwait 99% 99%

Subsidiaries (investees) are those enterprises controlled by the Parent Company. Control is achieved
when the Parent Company:

has power over the investee;
is exposed, or has rights to variable returns from its involvement with the investee; and
has the ability to use its power to affect 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 elements of control listed above.

When the Group has less than a majority of voting rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally. The Group considers all relevant facts and circumstances in assessing whether or
not the Group’s voting rights in an investee are sufficient to give it power, including:

the size of the Group’s holding of voting rights relative to the size and dispersion of holdings of the other
vote holders;

ANNUAL REPORT 2014




Notes to the consolidated financial statements
For the year ended 31 December 2014

potential voting rights held by the company, other vote holders or other parties;
rights arising from other contractual arrangements; and

Any additional facts and circumstances that indicate that the Group has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting
patterns at previous shareholders’ meetings.

The financial statements of subsidiaries are included in the consolidated financial statements from
the date that control effectively commences until the date that control effectively ceases. All inter-
company balances and transactions, including inter-company profits and unrealized profits and losses
are eliminated in full on consolidation. Consolidated financial statements are prepared using uniform
accounting policies for like transactions and other events in similar circumstances.

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from
the Group’s equity therein. Non-controlling interests consist of the amount of those interests at the date
of the original business combination and the Non-controlling shareholder’s share of changes in equity
since the date of the combination.

Non-controlling interests are measured at either fair value, or at its proportionate interest in the
identifiable assets and liabilities of the acquiree, on a transaction-by-transaction basis.

A change in the ownership interest of a subsidiary, without a change of control, is accounted for as
an equity transaction. The carrying amounts of the group’s ownership interests and non-controlling
interests are adjusted to reflect changes in their relative interests in the subsidiaries.

Any difference between the amount by which non-controlling interests are adjusted and fair value of the
consideration paid or received is recognized directly in equity and attributable to owners of the Parent
Company. Losses are attributed to the non-controlling interest even if that results in a deficit balance. If
the Group loses control over a subsidiary, it

¢ Derecognizes the assets (including goodwill) and liabilities of the subsidiary;
* Derecognizes the carrying amount of any non-controlling interest;

* Derecognizes the cumulative translation differences recorded in equity;

* Recognizes the fair value of the consideration received;

* Recognizes the fair value of any investment retained;

* Recognizes any surplus or deficit in profit or loss; and

* Reclassifies the Parent Company’s share of components previously recognized in other comprehensive
income to profit or loss or retained earnings as appropriate.

) Financial instruments

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

Financial assets and financial liabilities carried on the consolidated statement of financial position
include investments, receivables, cash on hand and at banks and payables.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
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contractual arrangement. Interest, dividends, gains, and losses relating to a financial instrument classified
as a liability are reported as expense or income. Distributions to holders of financial instruments classified
as equity are charged directly to equity. Financial instruments are offset when the Group has a legally
enforceable right to offset and intends to settle either on a net basis or to realize the asset and settle the
liability simultaneously.

c.l) Accounts receivable:

Receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business and is recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of the receivables. Significant financial difficulties of
the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or
delinquency in payments are considered indicators that the trade receivable is impaired. The amount of
the provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the original effective interest rate. The carrying amount of the asset
is reduced through the use of an allowance account, and the amount of the loss is recognized in the
consolidated statement of profit or loss. When a trade receivable is uncollectible, it is written off against
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off
are credited in the consolidated statement of profit or loss.

c.2) Investments:

Initial recognition and measurement

The Group classifies its investments in the following categories: Investments at fair value through profit
or loss and investments available for sale. The classification depends on the purpose for which the
investments were acquired and is determined at initial recognition by the management.

Investments at fair value through profit or loss

This category has two sub-categories: investments held for trading, and those designated at fair value
through profit or loss at inception.

An investment is classified as held for trading if acquired principally for the purpose of selling in the
short term or if it forms part of an identified portfolio of investments that are managed together and has
a recent actual pattern of short-term profit making or it is a derivative that is not designated and effective
as a hedging instrument.

An investment is designated by the management on initial recognition if such designation eliminates
or significantly reduces a measurement or recognition inconsistency that would otherwise arise or; if
they are managed and their performance is evaluated and reported internally on a fair value basis in
accordance with a documented risk management or investment strategy.

Investments available for sale

Investments available for sale are non-derivative financial assets that are either designated in this
category or not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months from the end of the reporting period.

Purchases and sales of investments are recognized on the settlement date — the date on which an asset is
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delivered to or by the Group. Investments are initially recognized at fair value plus transaction costs for
all financial assets not carried at fair value through profit or loss.

Subsequent measurement

After initial recognition, investments at fair value through profit or loss and investments available for
sale are subsequently carried at fair value. Loans and receivables and held-to-maturity investments are
carried at amortized cost using the effective interest method less any allowance for impairment. The
fair values of quoted investments are based on current bid prices. If the market for an investment is not
active (and for unlisted securities), the Group establishes fair value by using valuation techniques. These
include the use of recent arm’s length transactions, reference to other instruments that are substantially
the same, discounted cash flow analysis, and option pricing models refined to reflect the issuer’s specific
circumstances.

Realized and unrealized gains and losses from investments at fair value through profit or loss are
included in the consolidated statement of profit or loss. Unrealized gains and losses arising from changes
in the fair value of investments available for sale are recognized in cumulative changes in fair value in
statements of profit or loss and other comprehensive income.

Where investments available for sale could not be measured reliably, these are stated at cost less
impairment losses, if any.

When an investment available for sale is disposed off or impaired, any prior fair value earlier reported in
other comprehensive income is transferred to the consolidated statement of profit or loss.

D .
An investment (in whole or in part) is derecognized either when: the contractual rights to receive the
cash flows from the investment have expired; or the Group has transferred its rights to receive cash flows
from the investment and either (a) has transferred substantially all the risks and rewards of ownership of
the investment, or (b) has neither transferred nor retained substantially all

the risks and rewards of the investment, but has transferred control of the investment. Where the
Group has retained control, it shall continue to recognize the investment to the extent of its continuing
involvement in the investment.

Impairment

The Group assesses at the end of each reporting period whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the case of equity securities classified as available
for sale, a significant or prolonged decline in the fair value of the security below its cost is considered
in determining whether the securities are impaired. Significant decline is evaluated against the original
cost of the investment and prolonged against the period in which fair value has been below its original
cost. If any such evidence exists for investments available for sale, the cumulative loss — measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that
investment previously recognized in profit or loss — is removed from other comprehensive income and
recognized in the consolidated

statement of profit or loss. Impairment losses recognized in the consolidated statement of profit or loss
on available for sale equity instruments are not reversed through the consolidated statement of profit or
loss.
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¢.3)  Accounts payable

Accounts payable include trade and other payables. Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of business from suppliers. Trade payables are
recognized initially at fair value and subsequently measured at amortized cost using the effective interest
method. Accounts payable are classified as current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business if longer). If not, they are presented as non - current
liabilities.

d) Joint arrangements:

The Group classifies its interests in joint arrangements as either joint operations or joint ventures
depending on the Group’s right to the assets and obligations for the liabilities of the arrangements.

e) Joint Ventures

A joint venture is a joint arrangement, whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint arrangement. 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.

Investment in Joint Ventures is accounted based on equity method similar to associates.

f) Joint Operations

A joint operation is a joint arrangement, whereby the parties that have joint control of the arrangement
have rights to the assets, and obligations for the liabilities, relating to the arrangement. 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.

When a group entity undertakes its activities under joint operations, the Group as a joint operator
recognizes in relation to its interest in a joint operation:

Its assets, including its share of any assets held jointly.

Its liabilities, including its share of any liabilities incurred jointly.

Its revenue from the sale of its share of the output arising from the joint operation.
Its share of the revenue from the sale of the output by the joint operation.

Its expenses, including its share of any expenses incurred jointly.

The Group accounts for the assets, liabilities, revenues and expenses relating to its interest in a joint operation
in accordance with the IFRSs applicable to the particular assets, liabilities, revenues and expenses.

When a group entity transacts with a joint operation in which a group entity is a joint operator (such as
a sale or contribution of assets), the Group is considered to be conducting the transaction with the other
parties to the joint operation, and gains and losses resulting from the transactions are recognized in the
Group’s consolidated financial statements only to the extent of other parties’ interests in the joint operation.

When a group entity transacts with a joint operation in which a group entity is a joint operator (such as
a purchase of assets), the Group does not recognize its share of the gains and losses until it resells those
assets to a third party.
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2) Property, plant and equipment:

The initial cost of property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use. Expenditures incurred
after the property, plant and equipment have been put into operation, such as repairs and maintenance
and overhaul costs, are normally charged to consolidated statement of profit or loss in the period in
which the costs are incurred. In situations where it can be clearly demonstrated that the expenditures
have resulted in an increase in the future economic benefits expected to be obtained from the use of
an item of property, plant and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property, plant and equipment.

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
When assets are sold or retired, their cost and accumulated depreciation are eliminated from the accounts
and any gain or loss resulting from their disposal is included in consolidated statement of profit or loss
for the period.

Properties in the course of construction for production, supply or administrative purposes are carries at
cost, less any recognized impairment losses. Cost includes professional fees and, for qualifying assets,
borrowing

Costs capitalized in accordance with the Group’s accounting policy. Such properties are classified in the
appropriate categories of property, plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets are
ready for their intended use.

Land is not depreciated. Depreciation is computed on a strai ght-line basis over the estimated useful lives
of other property, plant and equipments as follows:

Depreciation rate

Buildings 5%
Machinery and equipments 10%
Computer, furniture and decorations 33,33%
Motor vehicles 33,33%

Certain property, plant and equipment used in certain projects are depreciated over the period of the
respective contracts.
The useful life and depreciation method are reviewed periodically to ensure that the method and period
of depreciation are consistent with the expected pattern of economic benefits from items of Property,
plant and equipment.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset.

h) Impairment of assets:

At the end of each reporting period, the Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
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loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of the 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 current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognized immediately in the consolidated statement of profit or loss, unless
the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is
recognized immediately in the consolidated statement of profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

i) Inventories:

Inventories are valued at the lower of cost or net realizable value after providing allowances for any
obsolete or slow-moving items. Costs comprise direct materials and where applicable, direct labor costs
and those overheads that have been incurred in bringing the inventories to their present location and
condition. Cost is determined on a weighted average basis.

Net realizable value is the estimated selling price in the ordinary course of business less the costs of
completion and selling expenses. Write-down is made for obsolete and slow-moving items based on
their expected future use and net realizable value.

1 Share capital:

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
are shown in equity as a deduction from the proceeds.

k) Treasury shares:

Treasury shares consist of the Parent Company’s own shares that have been issued, subsequently
reacquired by the Group and not yet reissued or canceled. The treasury shares are accounted for using
the cost method. Under the cost method, the weighted average cost of the shares reacquired is charged
to a contra equity account. When the treasury shares are reissued, gains are credited to a separate
account in shareholders’ equity (treasury shares reserve) which is not distributable. Any realized losses
are charged to the same account to the extent of the credit balance on that account. Any excess losses are
charged to retained earnings, reserves, and then share premium.

Gains realized subsequently on the sale of treasury shares are first used to offset any recorded losses in
the order of share premium, reserves, retained earnings and the treasury shares reserve account. 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.
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Where any Group’s company purchases the Parent Company’s equity share capital (treasury shares),
the consideration paid, including any directly attributable incremental costs is deducted from equity
attributable to the Parent Company’s equity holders until the shares are cancelled or reissued. Where
such shares are subsequently reissued, any consideration received, net of any directly attributable
incremental transaction costs is included in equity attributable to the Parent Company’s shareholders.

)] End of service indemnity:

Provision is made for amounts payable to employees under the Kuwaiti Labor Law in the private sector,
employee contracts. This liability, which is unfunded, represents the amount payable to each employee
as a result of involuntary termination at the end of the reporting period, and approximates the present
value of the final obligation.

m) Provisions:

A provision is recognized when the Group has a present legal or constructive obli gation as a result of a
past event and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material, the amount of a provision is the

present value of the expenditures expected to be required to settle the obligation. Provisions are not
recognized for future operating losses.

n) Revenue recognition:

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Group’s activities. Revenue is shown net of returns, rebates and
discounts and after eliminating sales within the Group.

The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity and specific criteria have been met for each of the
Group’s activities as described below. The amount of revenue is not considered to be reliably measurable
until all contingencies relating to the sale have been resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer, the type of transaction and the specifics of each
arrangement.

Sale of goods: Sales represent the total invoiced value of goods sold during the year. Revenue from sale
of goods is recognized when si gnificant risks and rewards of ownership of goods are transferred to the
buyer.

Commission: When the Group acts in the capacity of an agent rather than as the principal in a transaction,
the revenue recognized is the net amount of commission made by the Group.

Services income: Revenue from services contracts is recognized when the service is rendered.
Interest income: Interest income is recognized using the effective interest method.
Dividends income: Dividend income is recognized when the right to receive payment is established.

Gain on sale of investments: Gain on sale of investments is measured by the difference between the

sale proceeds and the carrying amount of the investment at the date of disposal, and is recognized at the
time of the sale.
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Other income and expenses: Other income and expenses are recognized on accrual basis.
0) Foreign currencies:

Foreign currency transactions are translated into Kuwaiti Dinars at rates of exchange prevailing on the date of
the transactions. Monetary assets and liabilities denominated in foreign currency as at the end of reporting period
are retranslated into Kuwaiti Dinars at rates of exchange prevailing on that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items,
are included in consolidated statement of profit or loss for the period. Translation differences on non-monetary
items such as equity investments which are classified as investments at fair value through profit or loss are
reported as part of the fair value gain or loss. Translation differences on non-monetary items such as equity
investments classified as investments available for sale are included in “cumulative changes in fair value” in other
comprehensive income.

The assets and liabilities of the foreign subsidiary are translated into Kuwaiti Dinars at rates of exchange prevailing
at the end of reporting period. The results of the subsidiary are translated into Kuwaiti Dinars at rates approximating
the exchange rates prevailing at the dates of the transactions. Foreign exchange differences arising on translation are
recognized directly in other comprehensive income. Such translation differences are recognized in consolidated statement
of profit or loss in the period in which the foreign operation is disposed off.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and translated at the closing rate.

p) Contingencies:

Contingent liabilities are not recognized in the financial statements unless it is probable as aresult of past events
that an outflow of economic resources will be required to settle a present, legal or constructive obligation; and
the amount can be reliably estimated. Else, they are disclosed unless the possibility of an outflow of resources
embodying economic losses is remote.

Contingent assets are not recognized in the financial statements but disclosed when an inflow of economic
benefits as a result of past events is probable.
q) Segment reporting:

A segment is a distinguishable component of the Group that engages in business activities from which
it earns revenue and incurs costs. Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker. The chief operating decision-maker
is identified as the person being responsible for allocating resources, assessing performance and making
strategic decisions regarding the operating segments.

r) Fiduciary assets

Assets held in trust or in a fiduciary capacity are not treated as assets of the Group and accordingly are
not included in these consolidated financial statements but are disclosed in the notes to the consolidated
financial statements.
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s) Cash and non-cash dividend to shareholders of the Parent Company:

The Group recognizes a liability to make cash and non-cash distributions to shareholders of the Parent
Company when the distribution is authorized and the distribution is no longer at the discretion of the
Group. A distribution is authorized when it is approved by the shareholders of the Parent company at the
Annual General Meeting. A corresponding amount is recognized directly in equity.

Non-cash distributions are measured at the fair value of the assets to be distributed with fair value re-
measurement recognized directly in equity. Upon distribution of non-cash assets, any difference between
the carrying amount of the liability and the carrying amount of the assets distributed is recognized in the
statement of profit or loss.

Distributions for the year that are approved after the reporting date are disclosed as an event after the
date of consolidated statement of financial position.

t) Critical accounting estimates and judgments:

The Group makes judgments, estimates and assumptions concerning the future. The preparation
of consolidated financial statements in conformity with International Financial Reporting Standards
requires management to make judgments, estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the year. Actual results
could differ from the estimates.

Judgments

In the process of applying the Group’s accounting policies which are described in note 2, management has made
the following judgments that have the most significant effect on the amounts recognized in the consolidated
financial statements.

@ niti

Revenue is recognized to the extent it is probable that the economic benefits will flow to the Group
/ Company and the revenue can be reliably measured. The determination of whether the revenue
recognition criteria as specified under IAS 18 are met requires significant judgment.

(1) rovisi 1 inv

The determination of the recoverability of the amount due from customers and the marketability of the inventory
and the factors determining the impairment of the receivable and inventory involve significant judgment.

) . . inv

On acquisition of an investment, the Group decides whether it should be classified as “at fair value
through profit or loss”, “available for sale” or “held to maturity”. The Group / Company follows the
guidance of IAS 39 on classifying its investments.

The Group classifies investments as “at fair value through profit or loss” if they are acquired primarily
for the purpose of short term profit making or if they are designated at fair value through

profit or loss at inception, provided their fair values can be reliably estimated. The Group classifies investments as
“held to maturity” if the Group has the positive intention and ability to hold to maturity. All other investments are
classified as “available for sale”.
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(i)  Impairment of investments

The Group follows the guidance of IAS 39 to determine when an available-for-sale equity investment is
impaired. This determination requires significant judgment. In making this judgment, the group evaluates,
among other factors, a significant or prolonged decline in the fair value below its cost; and the financial
health of and short term business outlook for the investee, including factors such as industry and sector
performance, changes in technology and operational and financing cash flow. The determination of what
is “significant” or “prolonged” requires significant judgment.

Estimates and assumptions

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

1) ir val ity i

If the market for a financial asset is not active or not available, the Group establishes fair value by using
valuation techniques which include the use of recent arm’s length transactions, reference to other instruments
that are substantially the same, discounted cash flow analysis, and option pricing models refined to reflect the

issuer’s specific circumstances. This valuation requires the Group to make estimates about expected future
cash flows and discount rates that are subject to uncertainty.

(i)  Provision for doubtful debts and inventory

The extent of provision for doubtful debts and inventories involves estimation process. Provision for doubtful debts is
made when there is objective evidence that the Group will not be able to collect the debts. Bad debts are written off when
identified. The carrying cost of inventories is written down to their net realizable value when the inventories are damaged
or become wholly or partly obsolete or their selling prices have declined. The benchmarks for determining the amount of
provision or write-down include ageing analysis, technical assessment and subsequent events. The provisions and write-
down of accounts receivable and inventory are subject to management approval.

(i) 1 irm f non-financial

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs to sell and its value in use. The fair value less costs to sell calculation is
based on available data from binding sales transactions in an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing of the asset. The value in use calculation is based on a discounted
cash flow model. The cash flows are derived from the budget for the next five years and do not include restructuring
activities that the Group is not yet committed to or significant future investments that will enhance the asset’s
performance of the cash generating unit being tested. The recoverable amount is most sensitive to the discount
rate used for the discounted cash flow model as well as the expected future cash inflows and the growth rate
used for extrapolation purposes. The assumptions and models used for estimating fair value for stock option plan
transactions are disclosed in Note 28.
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3. Pr 1

At December 31, 2012
Additions

Transfer from inventory
Disposals

At December 31, 2013
Transfers

Additions

Disposals

Written off

At December 31, 2014

At December 31, 2012
Charge for the year
Related to disposals

At December 31, 2013
Related to Transfers
Charge for the year
Related to disposals
Related to written off
At December 31, 2014

Net book value:
At December 31, 2014

At December 31, 2013

Depreciation charge for the year was allocated as follows:

Cost of sales and services

Others (Note 16)

¢ The Group's buildings are constructed on land leased from Public A

Tuly 31, 2018.

* During the fiscal year ended December 31, 2014, mana
property, plant and equipment with a carr
longer required (Note 18).

* During the fiscal year ended December 31, 2014, the Parent Comp
computer, furniture and decorations from 20% to 33.33%, whi

depreciation charged during the year by KD 333,086.

n
Machinery and  Computer, furniture
Buildings equipment and decorations Vehicles Total
2,658,598 12,033,100 730,350 363,947 15,785,995
126,028 2,457,241 90,271 152,379 2,825,919
- 233,994 - - 233,994
- (139,107) (965) (136,818) (276,890)
2,784,626 14,585,228 819,656 379,508 18,569,018
- 31,089 (30,581) (508) -
42,652 1,290,151 242,377 - 1,575,180
- (8,265) (6,249) (3,785) (18,299)
- (1,222,976) (284,412) - (1,507,388)
2,827,278 14,675,227 740,791 375,215 18,618,511
847,338 7,073,845 643,067 257,757 8,822,007
135,765 1,066,147 45,501 48,056 1,295,469
- (103,939) (772) (134,901 (239,612)
983,103 8,036,053 687,796 170,912 9,877,864
- 3,428 (1,699) (1,729) -
287,816 1,504,365 109,853 103,442 2,005,476
N - (2,755) - (2,755)
- (970,429) (292.455) - (1,262,884)
1,270,919 8,573,417 500,740 272,625 10,617,701
1,556,359 6,101,810 240,051 102,590 8,000,810
1,801,523 6,549,175 131,860 208,596 8,691,154
2014 2013
1,550,052 1,211,915
455,424 83,554
2,005,476 1,295,469

uthority of Industry, which will expire on

gement of the Parent Company wrote off
ying value of KD 244,504; using provision for contracts no

any revised depreciation rates of
ch resulted in increasing amount of
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4. Investments available for sale

2014 2013
Funds and Portfolios 13,721 351,835
Quoted equity securities 35,980 63,366
49,701 415,201
Movement during the year is as follows:
2014 2013
Balance at beginning of the year 415,201 499,850
Disposals (315,000) -
Changes in fair value (29,939) 26,418
Impairment losses (Note 17) (20,561) (111,067)
Balance at end of the year 49,701 415,201

Impairment losses in the value of some investments available for sale was calculated during the year in
accordance with the principles contained in the Notes (2 and 29).

Investments available for sale are denominated in the following currencies:

Currency 2014 2013
Kuwaiti Dinars 49,701 100,201
US Dollar - 315,000
49,701 415,201

3. Inventories

2014 2013
Cement and acidizing chemicals 1,505,280 1,072,710
Chemicals 44,709 30,874
Spare parts and tools 661,420 541,717
(2,211,409 1,645,301

The cost of inventories recognized as expense and included in ‘coéwf of \‘sales and servi;:éé"”‘amounted to
KD 2,468,677 (2013 - KD 1,274,808).

6. Accounts receivable
2014 2013
Trade receivables (a) 5,582,548 3,832,805
Provision for doubtful debts (b) (142,667) (142,667)
5,439,881 3,690,138
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a) Trade receivables:

Trade receivables are non interest bearing and are generally due within 90 days. The aging analysis of

these trade receivables is as follows:

Neither past due
nor impaired Past due but not impaired

More than 180

Less than 90 days 91 — 180 days days Impaired Total
2014 3,321,507 1,343,944 613,849 303,248 5,582,548
2013 2,416,870 - 1,293,330 122,605 3,832,805

As of December 31, 2014, trade receivables amounting to KD 160,581 (2013 - Nil) were past due but
not impaired. These relate to a number of independent customers for whom there is no recent history of

default.

b) Provision for doubtful debts:
Movement of the provision for doubtful debts is as follows:

2014 2013
Balance at beginning of the year 142,667 40,000
Charge for the year - 102,667
Balance at end of the year 142,667 142,667
1. Pre-payments and other debit balances
2014 2013
Advance payments to suppliers 669,463 760,184
Letters of Guarantee 164,198 164,198
Staff receivables 132,462 136,220
Prepaid expenses 12,076 39,153
Refundable deposits 3,846 1,188
Other 495 -
982,540 1,100,943

The other classes within pre-payments and other debit balances do not contain impaired assets. The
maximum exposure to credit risk at the reporting date is the fair value of each class of pre-payments and
other debit balances mentioned above. Further, the Group does not hold any collateral as security, for

pre-payments and other debit balances.
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8. vest ir v

The balance represents investment portfolios and funds which was recognized at fair value based on the
portfolio and funds managers’ report.

The movement during the year is as follows:

2014 2013
Balance at beginning of the year 1,687,628 1,634,857
Net movement in cash at portfolio 402 (305)
Changes in fair value ( Note 17) (12,936) 53,076
Balance at the end of the year 1,675,094 1,687,628

Subsequent to the date of consolidated statement of financial position the Parent Company redeemed
one of its fund’s units which resulted gain of KD 1,500,000 will be recognized in the consolidated
statement of profit or loss for the fiscal year ended December 31, 2015.

9. Share capital
The authorized, issued and fully paid-up capital consists of 57,609,510 shares (2013 — 57,609,510
shares) of 100 fils each and all shares are in cash.

10.  Share premium
This represents cash received in excess of the par value of the shares issued. The share premium is not
available for distribution except in cases stipulated by law.

11. I'reasury shares
2014 2013
Number of treasury shares (share) 1,680,000 1,680,000
Percentage of issued shares (%) 2.92% 2.92%
Market value (KD) 1,024,800 840,000
Cost (KD) ' 585,062 585,062

Based on Capital Markets Authority resolution, the Company’s management has allotted an amount
equal to treasury shares balance from the reserves as of the consolidated financial reporting date. Such
amount will not be available for distribution during treasury shares holding period.
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12. Statutory reserve

As required by the Companies Law and the Parent Company’s Articles of Association, 10% of profit for
the year attributable to equity holders of the Parent Company before contribution to Kuwait Foundation
for the Advancement of Sciences (KFAS), National Labour Support Tax (NLST), Zakat and Board
of Directors’ remuneration is transferred to statutory reserve. The Parent Company may resolve to
discontinue such annual transfers when the reserve equals 50% of the capital. This reserve is not available
for distribution except in cases stipulated by Law and the Parent Company’s Articles of Association.

t reserv

As required by the Parent Company’s Articles of Association, 10% of the profit for the year attributable
to equity holders of the Parent Company before contribution to KFAS, NLST, Zakat and Board of
Directors’ remuneration is transferred to the voluntary reserve. Such annual transfers may be discontinued
by a resolution of the shareholders’ General Assembly upon recommendation by the Board of Directors.

vision fi rvice i i

2014 2013
Balance at beginning of the year 860,604 725,666
Charge for the year 334,121 177,673
Paid during the year (63,079) (42,735)
Balance at end of the year 1,131,646 860,604

2014 2013
Trade payable 561,062 574,690
Accrued expenses 2,530,830 2,567,189
Advance received from subcontractor 715,020 156,385
Accrued leave 144,605 142,600
Kuwait Foundation for Advancement of Sciences payable 33,829 27,128
National Labor Support Tax payable 98,976 144,624
Zakat payable 39,590 57,849
Board of Directors’ remuneration 64,000 64,000

4,187,912 3,734,465 l

Trade payables are non-interest bearing and normally settled on average period of 60 days.
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neral ana aanmmidiidl xpen

Staff costs
Professional fees

Depreciation (Note 3)
Other

Short term benefits
Terminal benefits

Board of directors’ remuneration

Staff costs include compensation to key management personnel as follows:

17. Net inv .

Impairment loss for investments available for sale (Note 4)

Changes in fair value of the investments at fair value
through profit or loss (Note 8)

Realized gain from sale of investments available for sale

Cash dividends

18. Other income

Net provision no longer required (a)

(Loss) gain on sale of Property, plant and equipment
Foreign currency exchange

Interest income

Other

ANNUAL REPORT 2014

2014 2013
903,953 805,874
14,535 30,749
455,424 83,554
380,090 367,066
1,754,002 1,287,243
2014 2013
215,525 197,925
11,538 11,538
64,000 64,000
291,063 273,463
2014 2013
(20,561) (111,067)
(12,936) 53,076
39,524 -
109,827 115,374
115,854 57,383
2014 2013
333,086 -
(15,012) 81,831
5,278 (2,649)
763 444
9,622 7,443
333,737 87,069




Notes to the consolidated financial statements

For the year ended 31 December 2014

Net provision no longer required represents provisions related to contracts with Kuwait Qil Company
which have been accounted for during the previous years as a discount on sales and services invoices
provided to Kuwait Oil Company. During the fiscal year ended December 31, 2014, an agreement
was reached with Kuwait Oil Company specifying that the discount rate shall not exceed 12.5%,
of the invoices issued on manpower supplied from the Parent Company to Kuwait Oil Company.
Accordingly, extra provision amounted to KD 577,590 has been reversed, out of which an amount
of KD 244,504 was deducted representing net book value of property, plant and equipment written
off from the books of the Parent Company (Note 3), and the remaining amount of KD 333,086 was
reversed to the consolidated statement of profit or loss, classified within other income.

Nrioution to Kuwai  § Galion ior the A ancement ol vyciences 1S 10 L1 ¢ X
profit of the Parent Company before KFAS NLST and Zakat and after deducting its share of
income from shareholding subsidiaries and associates and transfer to statutory reserve,

Zmalmau«-abﬂt.&upm&lax_(m
National Labor Support Tax is calculated at 2.5% on the consolidated profit of the Parent Company
before KFAS, NLST and Zakat and after deducting its share of profit from listed associates & un-
consolidated subsidiaries subject to the same law, also its share of NLST paid by listed subsidiaries
subject to the same law and cash dividends received from listed companies subject to the same law
in accordance with law No. 19 for year 2000 and Ministerial resolution No. 24 for year 2006 and
their executive regulations.

21, C ibuti Zal
Zakat is calculated at 1% on the consolidated profit of the Parent Company before KFAS, NLST and
Zakat and after deducting its share of profit from Kuwaiti shareholding associates & un-consolidated
subsidiaries subject to the same law, also its share of Zakat paid by Kuwaiti shareholding subsidiaries
subject to the same law and cash dividends received from Kuwaiti shareholding companies subject
to the same law in accordance with law No. 46 for year 2006 and Ministerial resolution No. 58 for
year 2007 and their executive regulations.

There are no potential dilutive ordinary shares. The information necessary to calculate basic earn-

ings per share based on the weighted average number of shares outstanding during the year is as
follows:
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2014 2013
Net profit for the year 3,392,479 2,811,380
Number of shares outstanding : Shares Shares
Number of issued shares at beginning of the year 57,609,510 57,609,510
Less : Weighted average number of treasury shares (1,680,000) (1,814,527)
Weighted average number of outstanding shares 55,929,510 55,794,983
Earnings per share (Fils) 60.66 50.39

23. Staff costs

Staff costs charged to cost of sales and services for the year ended December 31, 2014 amounted
to KD 5,055,275 (2013 — KD 4,367,667).

24. Joint operations
The Group has a joint operation under “respond to oil leaks services project” which was contracted
by the Parent Company in partnership with a Turkey company “MEKE Group” to execute a contract
with “KNPC”, where the Group has 50% ownership interest in that project. The consolidated
financial statements include the Group’s proportionate share in the joint operation’s assets and net
revenues amounting to KD 885,806 and KD 55,785 respectively.

25. General Assembly

- The Parent Company’s Board of directors meeting held on February 18, 2015 proposed the
distribution of cash dividends of 45 fils per share for the year ended December 31, 2014 and
granting remuneration for parent company’s Board of Directors amounting to KD 64,000. This
suggestion is subject to approval from shareholders’ General Assembly Meeting.

- The Parent Company's shareholders’ general assembly held on May 1, 2014 approved the

distribution of cash dividends of 35 fils per share for the year ended December 31, 2013, and
granting remuneration for parent company’s Board of Directors amounting to KD 64,000

- The Parent Company's shareholders’ general assembly held on April 30, 2013 approved the
distribution of cash dividends of 30 fils per share for the year ended December 31, 2012, and
granting remuneration for parent company’s Board of Directors amounting to KD 48,000.

26. Commitments and Contingent liabilities
a) At the date of consolidated statement of financial position, the Group was contingently liable in

respect Letters of guarantee amounted to KD 4,829,655 (2013 - KD 3,261,242).
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b) At the date of consolidated statement of financial position, the Group has capital commitment
for purchase of property, plant and equipments amounting to KD 1,781,590 (2013 - KD 265,671).

27. Segment information

For the purposes of segment reporting, the Group’s management has divided its activities into the
following business segments:

- Oil field services.
- Non oil field services.
Details of the above segments, which constitute the segment information, are as follows:

Qil field services Non oil field services Total
2014 2013 2014 2013 2014 2013

Segment Sales and services

rovente 12,740,066 10,951,426 3,325,896 3,852,426 16,065,962 14,803,852

Segment Sales and

2
services cost (7,161,386) \(6,671,720)  (3,970,946)  (3,872,449) (11,132,332) (10,544,169)

Gross profit (loss) 5,578,680 4279706 (645,050) (20023) 4,933,630 4,259,683
Unallocated revenue - - - - 498,100 255,519
Unallocated expenses - - o - 7 - (2,039,251) (1,703,822)
Net profit for the year - - - - 3,392,479 2,811,380
Segment assets 21,487,805 18200134 1,068,549 2226724 22,556,354 20,426,858
Segment liabilities 5,319,558 4,595,069 - - 5,319,558 4,595,069

28. Financial risk management

In the normal course of business, the Group uses primary financial instruments such as investments,
accounts receivable, cash on hand and at banks and account payable, and as a result, is exposed to the
risks indicated below. The Group currently does not use derivative financial instruments to manage its
exposure to these risks.

Interest rate risk:

Financial instruments are subject to the risk of changes in value due to changes in the rates of interest.
The effective interest rates and the periods in which interest bearing financial assets and liabilities are
mentioned in the respective notes. The Group is not currently exposed significantly to such risk.

Credit risk:

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. Financial assets which potentially subject the Group to
credit risk consist principally of cash on hands at banks and accounts receivable. The Group’s cash is
placed with high credit rating local banks and receivables are presented net of allowance for doubtful
debts. Credit risk with respect to receivables is limited due to the large number of customers and their
dispersion across different industries.
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The Group’s maximum exposure arising from default of the counter-party is limited to the carrying
amount of cash at banks and receivables.

Foreign currency risk:

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign currency exchange rates. The Group incurs foreign currency risk
on transactions that are denominated in a currency other than the Kuwaiti Dinar. The Group may reduce
its exposure to fluctuations in foreign exchange rates through the use of derivative financial instruments.
The Group ensures that the net exposure is kept to an acceptable level, by dealing in currencies that do
not fluctuate significantly against the Kuwaiti Dinar.

The following table demonstrates the sensitivity to a reasonably possible change in the foreign exchange
between Kuwaiti Dinar and (USD).

Increase / (Decrease) Effect on consolidated
2014 against KD Balance statement of profit or loss
USD 5% + 258,115 * 14,256
Increase / (Decrease) Effect on consolidated
2013 against KD Balance statement of profit or loss
USD 5% + 1,367,008 + 68,350

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments. To manage this risk, the Group periodically assesses the financial
viability of customers and invest in bank deposits and other investments that is readily realizable, along
with planning and managing the Group’s forecasted cash flows by maintaining adequate cash reserves,
maintaining valid and available credit lines with banks, and matching the maturity profiles of financial
assets and liabilities.

1-3 3-12
months months Total
Accounts payable and other credit balances 512,558 3,675,354 4,187,912
2013
1-3 3-12
months months Total
Accounts payable and other credit balances 365,961 3,368,504 3,734,465
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Equity price risk

Equity price risk is the risk that fair values of equities decrease as the result of changes in level of
equity indices and the value of individual stocks. The equity price risk exposure arises from the Group’s
Group’s investment in equity securities classified as “at fair value through profit or loss” and “available
for sale”. To manage such risks, the Group diversifies its investments in different sectors within its
investment portfolio.

The following table demonstrates the sensitivity to a reasonably possible charge in equity indices as a
result of change in fair value of investments at fair value through profit or loss, for which the Group had
exposure as of consolidated financial statement date:

2014 2013
Change in equity Effectonconsolidated ~ Changeinequity  Effect on consolidated
Market Index price % statement of profit or loss price % statement of profit or loss
Investment available for sale +5% +2.485 +5% +20,760
Investments at fair value through +59% 183,755 +5% +84.381

profit or loss

29. Fair value measurement

The Group measures financial assets such as investments at fair value through profit or loss and
investments available for sale and non at fair value at each reporting date.

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

* In the principal market for the asset or liability, or
* Inthe absence of a principal market, in the most advantageous market for the asset or liability.

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

Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

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

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

The following table shows an analysis of captions recorded at fair value by level of the fair value
hierarchy:
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2014
Level 1 Level 2 Total
Investments available for sale 35,980 13,721 49,701
Investments at fair value through profit or
loss - 1,675,094 1,675,094
35,980 1,688,815 1,724,795
2013
Level 1 Level 2 Total
Investments available for sale 63,366 351,835 415,201
Investments at fair value through profit or
loss - 1,687,628 1,687,628
63,366 2,039,463 2,102,829

At December 31, the fair values of financial instruments approximate their carrying amounts.
The management of the Group has assessed that fair value of its financial assets and liabilities
approximate their carrying amounts largely due to the short-term maturities of these instruments.

During the year there were no transfers between Level 1, Level 2 and Level 3.

For assets and liabilities that are recognised in the Consolidated financial statements on a recurring
basis, the Group determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

30. Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares, sell assets to reduce debt,
repay loans or obtain additional loans.

31. Comparative figures
Certain of the prior year amounts have been reclassified to conform with the amounts of current year
presentation. The details of reclassification are as follows:

Amount Amount
Description before reclassification after reclassification
Consolidated statement of profit or loss:
Other income 202,443 87,069
Net investment income - 57,383
Impairment loss for investments available for sale (111,067) -
Unrealized gain from change in fair value of the
investments at fair value through profit or loss 53,076 -
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