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Independent auditors’ report

To the shareholders of
Tkarus Petroleum Industries Company — KPSC
Kuwait

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of lkarus Petroleum Industries
Company KPSC (the “Parent Company”) and its subsidiaries (together “the Group”), which comprise the
consolidated statement of financial position as at 31 December 2014, and the consolidated statements of
profit or loss, statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards and for such internal 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 about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosutes 1n 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 considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.



- ® GrantThornton Abduliatif Al-Majid & Co. s Darket anda

o . Certified Public A t - E
Al-Qatami, Al-Aiban & Partners ertified Public Accountants - Experts

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Tkarus Petroleum Industries Company and its subsidiaries as at 31 December 2014, and their
financial performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Report on Other Legal and Regulatory Matters

In our opinion, proper books of account have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s board of directors
relating to these consolidated financial statements, are in accordance therewith. We further report that we
obtained all the information and explanations that we required for the purpose of our audit and that the
consolidated financial statements incorporate all information that is required by the Companies Law No. 25
of 2012 and its Executive Regulations and by the Parent Company’s Memorandum of Incorporation and
Articles of Association, as amended, that an inventory was duly carried out and that, to the best of our
knowledge and belief, no violations of the Companies Law No. 25 of 2012 and its Executive Regulations nor
of the Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, have
occutred during the year ended 31 December 2014 that might have had a material effect on the business or
financial positon of the Group.

—~

Abdullauf M. Al-Aiban (CPA) Abdullatif A.H. Al-Majid

(Licence No. 94-A) (Licence No. 70-A)

of Grant Thornton — Al-Qatami, Al-Aiban & Partners of Parker Randall (Allied Accountants)
Kuwait

19 March 2015
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Consolidated statement of profit or loss

Year ended Year ended
31 Dec. 31 Dec.
Note 2014 2013
KD KD
Income
Realised loss on sale of investments at fair value through profit or loss - {161,296)
Unrealised gain/{loss) on investments at fair value through profit or loss 100,785 (258,792)
Realised gain on sale of available for sale investments 7,673,083 5,564,305
Dividend income from available for sale invesiments 6,816,807 8,632,973
Dividend income from investments at fair value through profit or loss 148,226 152,200
Interest and other income 136,109 165,953
Foreign exchange loss {663,502) (243,541)
14,211,508 13,851,802
Expenses and other charges
Staff costs 450,653 488,378
Finance costs Ba 1,270,991 1,409,214
Other operating expenses 522,683 325,854
2,244,327 2,223,446
Profit before taxation and other statutory contributions and
directors’ remuneration 11,967,181 11,628,356
Taxation and other statutory contributions 9 {1,772,158) (500,800)
Directors' remuneration (82,500) (72,500)
Profit for the year 10,112,523 11,055,056
Basic and diluted earnings per share 10 12.93 Fils 14.12 Fils

o 9yl
i IKARUS

pstop it Bl 331 ol clicall

Petroleum Industries K.5.C.C

The notes set out on pages 9 to 37 farm an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income

Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Profit for the year 10,112,523 11,055,056
Other comprehensive income:
ltems to be reclassified to profit or loss in subsequent periods:
Available for sale investments:
- Net change in fair value arising during the year (23,589,793) 44,986,154
- Transferred to consolidated statement of prefit or loss on sale (8,027,408) {5,549,535)
Net other comprehensive {loss)/income to be reclassified to profit or loss '
in subsequent periods {31,617,201) 39,436,619
Tolal other comprehensive (loss)/income for the year {31,617,201) 39,436,619
(21,504,678) 50,491,675

Total comprehensive {loss)income for the year

The notes set out on pages 9 to 37 form an integral part of these consolsdated financial statements.



lkarus Petroleum Industries Company - KPSC and Subsidiaries

Consolidated Financial Statements
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Consolidated statement of financial position

31 Dec. 31 Dec.
Mote 2014 2013
KD KD

Assets
Non-current assets
Available for sale investments 11 165,838,266 190,694,397
Current assets
Available for sale investments 11 6,702,063 7,016,694
Investments at fair value through profit or loss 12 4,081,316 4,004,197
Due from ultimate parent company 21 3,455,462 3,319,353
Accounts receivable and other assels 65,846 57,287
Cash and cash equivalents 13 1,197,134 1,475,642
Total current assets 15,501,821 15,873,173
Total assets 181,340,087 206,567,570
Equity and liabilities
Equity
Share capital 14 78,750,000 75,000,000
Treasury shares 15 (814,692) (793,587)
Legal reserve 16 7,445,326 6,380,906
Voluntary reserve 16 2,266,720 2,164 821
Cumulative changes in fair value 18 48,636,971 80,254,172
Retained earnings 8,011,184 10,263,435
Total equity 144,295,509 173,269,647
Liabilities
Non-current liabilities
Long lerm barrowings 17 30,353,850 32,364,125
Current liabilities
Shorl term borrowings 18 4,200,000 -
Other liabilities 19 2,480,728 933,798
Total current liabilities 6,680,728 933,798
Total liabilities 37,044,578 33,297,923

181,340,087 206,567,570

Total equity and liabilities

del KhaledAl-Sabeeh
- .

o 95—l
podtopos Aplaud) Sleliald

IKARUS

Petroleum Industries K.S.C.C

Suhatl Yousef Abograis
Director & CEO

The notes set out on pages 9 to 37 form an integral part of these consolidated financial statements.
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lkarus Petroleum Industries Company - KPSC and Subsidiaries
Cansolidated Financial Statements
31 December 2014

Consolidated statement of cash flows

Year ended Year ended
31 Dec, 31 Dec.
Mole 2014 2013
KD KD
OPERATING ACTIVITIES
Profit before taxation and other statutory contributions and
directors’ remuneration 11,967,181 11,628,356
Adjustmenis:
Realized gain on sale of available for sale investments {7,673,083) (5.564,305)
Dividend income from available for sale investments (6,816,807} (8,632,973)
Dividend income from investments at fair value through profil or loss {148,226} (152,200)
Interest income {136,109} (165,953}
Finance costs 1,270,991 1,409,214
Foreign exchange loss on non-operating liabilities 699,725 285,936
{836,328) (1,191,925}
Changes in operating assets and liabilities:
Investments at fair value through profit or loss {77,119) 1,346,440
Accounts receivable and other assets 127,536 8,011
Due to/from ultimate parent company (136,109) 2,000,220
Other liabilities 128,560 (80,208)
Net cash (used in)/from operations {793,460) 2,082,538
KFAS paid - {164,589)
NLST paid (282,961) {226,815)
Zakat paid (113,184) (89,850)
Direclors' remuneration paid (72,500) (72,500)
Net cash {used in)/from operating activities (1,262,105) 1,528,784
INVESTING ACTIVITIES
Dividend income received from investments 6,965,033 8,785,173
Proceed from sale of available for sale investments 14,559,774 10,664,679
Purchase of available for sale investments {13,333,116) (5,733,269)
Interest received - 131
Net cash from investing activities 8,191,691 13,716,714
FINANCING ACTIVITIES
Dividends paid {7,416,098) (8,854,757)
Finance cost paid {1,270,991) {1,409,214)
Loans oblained/(repaid) 1,500,000 {5,314,236)
Purchase of treasury shares {21,005} {182,244)
Net cash used in financing activities {7,208,094) (15,760,451)
Net decrease in cash and cash equivalents {278,508) (514,953)
Cash and cash equivalents at beginning of the year 1,475,642 1,990,595
Cash and cash equivalents at end of the year 13 1,197,134 1,475,642

The notes set out on pages 9 to 37 form an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements

1 Incorporation and activities

Ikarus Petroleum Industries Company — KPSC, (“the Parent company”) was incorporated on 1 February
1997 and listed on the Kuwait stock exchange on 14 April 2008. The Parent company is a subsidiary of
National Industries Company Holding — SAK “ultimate parent company. The parent company along with its
subsidiaries (refer note 7) are jointly referred to as “the Group”.

The objectives for which the company has been incorporated are as follows:

/

1- Manufacture all kinds of chemical and petrochemical materials and any other related materials (subject to
approval by the Public Authority for Industry).

2. Establish, manage, operate and acquire chemical projects and market their products

3- Establish, manage, operate and acquire chemical and petrochemical projects and market their products
{subject to approval by Kuwait Petroleum Corporation)

4- Sell, purchase, supply, distribute, export and store chemical materials and related materials and participate
in all related activities, for instance and not limited to establishment and leasing of the necessary services.

5- Sell, purchase, supply, distribute, export and store chemical and petrochemical materials and related
materials and participate in all related actvities, for instance and not limited to establishment and leasing
of the necessary services (subject to approval by Kuwait Petroleum Corporation)

6- Contribute to the share capitals of all kinds of companies inside and outside Kuwait which perform similar

activities for the company’s objectives
7- Utilize surplus funds available with the company by investing same in financial portfolios and funds
managed by specialized companies and authorities whether inside or outside Kuwait.

The company has the right to perform the above mentioned activities inside and outside the State of Kuwait
directly or through an agent. The company may have an interest or participate in any aspect with the entities
performing similar works or which might assist it in the achievement of its objectives in Kuwait or abroad.
The company may also purchase or share these entities or affiliate them therewith.

The Companies Law issued on 26 November 2012 by Decree Law no 25 of 2012 (the “Companies Law™),
which was published in the Official Gazette on 29 November 2012, cancelled the Commercial Companies
Law No 15 of 1960. The Companies Law was subsequently amended on 27 March 2013 by Law No. 97 of

2013.

On 29 September 2013, Ministry of Commerce and Industry issued its regulation No. 425/2013 regarding the
Executive by-laws of the Companies Law. All existing companies arc requited to comply with articles of these
by-laws within one year from the date of its issuance. The Parent Company has amended the Memorandum
of Incorporation and Articles of Association according to the new law and it was approved by the
shareholders at the Extraordinary General Assembl held on 11 May 2014.

The address of the Parent company is Al-Qiblah Area — Part 6, Building 3 — Sheikh Salem Al-Ali Al-Subah
Complex — Second Floor, Office No. 18.

The board of directors approved these consolidated financial statements for issue on 19 March 2015. The
general assembly of the Parent company’s shareholders has the power to amend these consolidated financial
statements after issuance.

2 Basis of preparation
The consolidated financial statements of the Group have been prepared under historical cost convention
except for financial assets at fair value through profit or loss, financial assets avaiable for sale.

The consolidated financial statements have been presented in Kuwait Dinars (“KD”).
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Notes to the consolidated financial statements (continued)

2 Basis of preparation (continued)
The Group has elected to present the “consolidated statement of comprehensive income” in two statements:
the “consolidated statement of profit or loss” and a “consolidated statement of comprehensive income™.

3 Statement of compliance
The consolidated financial statements of the company have been prepared in accordance with Internadonal
Financial Reporting Standards (IFRS) as issued by International Accounting Standards Board (IASB).

4 Changes in accounting policies
The accounting policies adopted in the preparation of the Group’s consolidated financial statements are
consistent with those used in previous year except as discussed below:

41 New and amended standards adopted by the Group
A number of new and revised standards arc effective for annual periods beginning on or after 1 January 2014,
Information on these new standards which are relevant to the Group is presented below:

Effective for annual periods

Standard or Interpretation beginning
IAS 32 Financial Instruments: Presentation - Amendments 1 January 2014
IAS 36 Impairment of Assets- Amendments 1 January 2014
IFRIC 21 Levies 1 January 2014

IAS 32 Financial Instruments: Presentation - Amendments
The amendments to 1AS 32 add application guidance to address inconsistencies in applying IAS 32’s criteria
for offsetting financial assets and financial linbilities in the following two areas:

s the meaning of ‘currently has a legally enforceable right of set-off’.
¢ that some gross settlement mechanisms may be considered equivalent to net settlement.

The amendments are required to be applied retrospectively. The adoption of the amendments had no
material effect on the Group’s consolidated financial statements for any periods presented.

IAS 36 Impairment of Assets - Amendments
The amendments to IAS 36 reduces the circumstances in which the recoverable amount of assets or cash-

generating units is required to be disclosed, clarify the disclosures required, and to introduce an explicit
requirement to disclose the discount rate used in determining impairment (or reversals) whete recoverable
amount (based on fair value less costs of disposal) is determined using a present value technique.

The amendments have been applied retrospectively in accordance with their transitional provisions. The
adoption of the amendments had no material effect on the disclosures in the Group’s consolidated financial

statements for any period presented.

IFRIC 21 Levies
IFRIC 21 clazifies that
a) The obligating event that gives rise to the liability is the activity that triggers the payment of the levy, as

identified by the government’s legislation. If this activity arises on a specific date within an accounting
period then the entire obligation is recognized on that date
b) The same recognition principles apply in the annual and interim consolidated financial statements.

IFRIC 21 is required to be applied retrospectively in accordance with its transitional provisions, but had no
material effect on the consolidated financial statements for any period presented.



lkarus Petroleum Industries Company - KPSC and Subsidiaries 11
Consclidated Financial Statements
31 December 2014

Notes to the consolidated financial statements (continued)

4 Changes in accounting policies (continued)

4.2 TASB Standards issued but not yet effective

At the date of authorisation of these consolidated financial statements, certain new standards, amendments
and interpretations to existing standards have been published by the IASB but are not yet effective, but have
not been adopted early by the Group.

Management anticipates that all of the relevant pronouncements will be adopted in the Group’s accounting
policies for the first tme during the period beginning after the effective date of the pronouncements.
Information on new standards, amendments and interpretations that are expected to be relevant to the
Group’s consolidated financial statements is provided below. Certain other new standards and interpretations
have been issued but are not expected to be relevant to the Group’s consolidated financial statements.

Standard or Interpretation Effective for annual periods bepinning
IFRS 9 Financial Instruments: Classification and Measurement 1 January 2018
IFRS 15 Revenue from Contracts with Customers 1 January 2017
IAS 1 'Disclosure Initiative - Amendments 1 January 2016
Annual Improvements to [FRSs 2012-2014 Cycle 1 January 2016
Annual Improvements to IFRSs 2010-2012 Cycle 1 July 2014
Annual Improvements to IFRSs 2011-2013 Cycle 1 July 2014

IFRS 9 Financial Instruments

The TASB has replaced IAS 39 ‘Financial Instruments: Recognition and Measurement’ {IAS 39) in its entrety
with IFRS 9. IFRS 9 (2014} incorporates the final requirements on all three phases of the financial
instruments projects: classification and measurement, impairment and hedge accounting. The new standard
introduces extensive changes to [SA 39’s guidance on the classification and measurement of financial assets
and introduces a new ‘expected credit loss’ model for the impairment of financial assets. IFRS 9 also provides

new guidance on apphcation of hedge accounting.

Although eatlier application of this standard is permitted, the Technical Committee of the Ministry of
Commerce and Industry of Kuwait decided on 30 December 2009, to postpone this early application till

further notice.

The Group’s management have yet to assess the impact of this new standard on the Group’s consolidated
financial statements.

IFRS 15 Revenue from Contracts with Customers
IFRS 15 replaces IAS 18 Revenue and IAS 11 Construction Contracts and provides a new control-based
revenue recognition model using five step approach to all contracts with customers.

The five steps in the model are as follows:
o Identify the contract wath the customer
e Identify the performance obligations in the contract
¢ Determine the transaction price
e Allocate the transaction price to the performance obligations 1n the contracts
* Recognize revenue when (or as) the entity satisfies a performance obligations.
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Notes to the consolidated financial statements (continued)

a4

4.2

Changes in accounting policies (continued)

IASB Standards issued but not yet effective (continued)

IFRS 15 Revenue from Contracts with Customers (continued)
The standard includes important guidance, such as

Contracts involving the delivery of two or more goods or services — when to account separately for
the individual performance obligations in a multiple element arrangement, how to allocate the
transaction price, and when to combine contracts

timing — whether revenue is required to be recognized over time or at a single point in time

variable pricing and credit risk — addressing how to treat arrangements with variable or contingent
(e.g. performance-based) pricing, and introducing an overall constraint on revenue

time value — when to adjust a contract price for a financing component

specific issues, including -

o non-cash consideration and asset exchanges

0 contract costs

o rights of return and other customer options

o supplier repurchase options

O warranties

o principal versus agent

o licencing

o breakage

o non-refundable upfront fees, and

o consignment and bill-and-hold arrangements.

The Group’s management have yet to assess the impact of this standard on these consolidated financial
statements.

IAS 1 Disclosure Initiative - Amendments
The Amendments to LAS 1 make the following changes:

Materiality. The amendments clarify that (1) information should not be obscured by aggregating or by
providing immaterial information, (2) materiality considerations apply to all parts of the consolidated
financial statements, and (3) even when a standard requires a specific disclosure, materiality

considerations do apply.

Statement of financial position and statement of profit or loss and other comprehensive income: The amendments (1)
introduce a clarification that the list of line items to be presented in these statements can be
disaggregated and agpregated as relevant and provides additional guidance on subtotals in these
statemnents and (2) clarify that an entity's share of OCI of equity-accounted associates and joint
ventures should be presented in aggregate as single line items based on whether or not it will
subsequently be reclassified to profit or loss.

Notes: The amendments add additional examples of possible ways of ordering the notes to clarify that
understandability and comparability should be considered when determining the order of the notes
and to demonstrate that the notes need not be presented in the order so far listed in paragraph 114
of IAS 1. The IASB also removed guidance and examples with regard to the identification of
significant accounting policies that were perceived as being potentially unhelpful.
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Notes to the consolidated financial statements (continued)

4 Changes in accounting policies (continued)
4.2 IASB Standards issued but not yet effective (continued)

Annual Improvements to IFRSs 2012-2014 Cycle
(i) Amendments 1o IFRS 5 - Adds specific guidance in IFRS 5 for cases in which an ennty reclassifies an asset
from held for sale to held for distribution or vice versa and cases in which held-for-distribution accounting is

discontinued.

(ii) Amendments to IFRS 7 - Additional guidance to clarify whether a servicing contract is continuing
involvement in a transferred asset, and clarification on offsetting disclosures in condensed interim
consolidated financial statements.

(iii) Amendments to LAS 19 - Clarify that the high quality corporate bonds used in estimating the discount rate
for post-employment benefits should be denominated in the same currency as the benefits to be paid.

(iv) Amendments ta LAS 34 - Clarify the meaning of ‘elsewhere in the interim report' and require a cross-
reference.

These amendments are not expected to have any material impact to the Group’s consolidated financial
statements.

Annual Improvements to IFRSs 2010-2012 Cycle:
(i) Amendments to IFRS 3-Contingent consideration that does not meet the definition of an equity instrument is
subsequently measured at each reporting date at fair value, with changes recognised in staternent of

comprehensive income.
(i) Amendments to IFRS 13- The addition to the Basis for Conclusions confirms the existing measurement
treatment of short-term receivables and payables.

(i) Amendments to IFRS 8- Disclosures are required regarding judgements made by management in aggregating
operating segments (i.e. description, economic indicators).

A reconciliation of reportable segments’ assets to total entity assets is required if this is regularly provided to
the chief operating decision maker.

(iv) Amendments to LAS 16 and IAS 38- When items are revalued, the gross carrying amount is adjusted on a
consistent basis to the revaluation of the net carrying amount.

() Amendments to LAS 24- Entities that provide key management personnel services to a reporting entity, or
the reporting entity’s parent, are considered to be related parties of the reporting entity.

These amendments are not expected to have any material impact to the Group's consolidated financial
staterments.

Annual Improvements 2011-2013 Cycle
(i) Amendments to IFRS 1-the amendment to the Basis for Conclusions clarifies that an entty preparing its
IFRS consolidated financial statements in accordance with IFRS 1 is able to use both:

o [FRSs that are currently effective

¢  IFRSs that have been issued but are not yet effective, that permits early adoption
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Notes to the consolidated financial statements (continued)

4 Changes in accounting policies (continued)
4.2 1ASB Standards issued but not yet effective (continued)

Annunal Improvements 2011-2013 Cycle (continued)
The same version of each IFRS must be applied to all periods presented.

(i7) Amendments to IFRS 3- IFRS 3 is not applied to the formaton of a joint arrangement in the consolidated
financial statements of the joint arrangement itself.

(#ii) Amendments to IFRS 13- the scope of the portfolio exemption (IFRS 13.52) includes all items that have
offsetting positions in market and/or counterparty credit risk that are recognised and measured in accordance
with IAS 39/1FRS 9, irrespective of whether they meet the definition of a financial asset/ liability.

i) Amendments to 1AS 40 - Clarifying the interrelationship of IFRS 3 and IAS 40 when classifying property as
an investment property or owner-occupied property.

These amendments are not expected to have any material impact to the Group’s consolidated financial
statements.

5 Summary of significant accounting policies
The significant accounting policies and measurement bases adopted in the preparanon of the consolidated
financial statements are summarised below:

5.1 Basis of consolidation

The Group financial statements consolidate those of the parent company and all of its subsidiaries.
Subsidiaries are all entities (including structured entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power over the entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group and they are deconsolidated from
the date that control ceases. All subsidiaries have a reporting date of 31 December. The details of the
subsidiaries are set out in Note 7 to the consolidated financial statements.

All teansactions and balances between Group companies are eliminated on consolidation, including unrealised
gains and losses on transactions between Group companies. Where unrealised losses on intra-group asset
sales are reversed on consolidation, the underlying asset is also tested for impairment from a Group
perspective. Amounts reported in the financial statements of subsidiaries have been adjusted where necessary
to ensure consistency with the accounting policies adopted by the Group.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Profit or loss and other comprehensive income of subsidiaries acquired
or disposed of during the year are recognised from the date the Group gains control, or until the date the
Group ceases to control the subsidiary, as applicable.

Non-controlling interests, presented as part of equity, represent the portion of a subsidiary’s profit or loss and
net assets that is not held by the Group. The Group attributes total comprehensive income or loss of
subsidiaries between the owners of the parent and the non-controlling interests based on their respective
ownership interests. Losses within a subsidiary are attributed to the non-controlling interests even if that

results in a deficit balance.
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5.1 Basis of consolidation (continued)
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. 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 interests

¢ 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

* Reclassifies the parent’s share of components previously recognized in other comprehensive income
to profit or loss or retained earnings, as appropriate, as would be required if the Group has directly
disposed of the related assets or liabilites.

5.2 Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration
transferred by the Group to obtain control of a subsidiary is calculated as the sum of the acquisition-date fair
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes
the fair value of any asset or liability arising from a contingent consideration arrangement. Acquisition costs
are expensed as incurred. For each business combination, the acquirer measures the non-controlling interests
in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously
held equity interest in the acquiree is remeasured to fair value at the acquisition date through profit or loss.

The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless
of whether they have been previously recognised in the acquiree’s financial statements prior to the
acquisition. Assets acquired and liabilities assumed arc generally measured at their acquisition-date fair values.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host
contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration which is deemed to be
asset or liability will be recognised in accordance with IAS 39 either in profit or loss or as change to other
comprehensives income. If the contingent consideration is classified as equity, it should not be remeasured
untl it is finally settled within other comprehensive income.

Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of
the sum of a) fair value of consideration transferred, b) the recognised amount of any non controlling interest
in the acquiree and c) acquisition-date fair value of any existing equity interest in the acquiree, over the
acquisition-date fair values of identifiable net assets. If the fair values of identifiable net assets exceed the sum
caleulated above, the excess amount (ie. gain on a bargain purchasc) is recognised in profit or loss
immediately.
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5 Summary of significant accounting policies (continued)

5.3 Segment reporting

Operating segments are reported in manner consistent with the internal reporting provided to the chief
operating decision maker. The direct operating decision makers who is responsible for allocating resources
and assessing performance of the reporting segments, has been idenufied as the investment committee that

rakes the strategic decisions.

For management purposes, the Group uses the same measurement policies as those vsed in its consolidated
financial statements. In addition, assets or liabilities which are not directly attributable to the business
activities of any operating segment are not allocated to a segment.

5.4 Revenue
Revenue arises from Group’s investment activides. It is measured by reference to the fair value of

consideration received or receivables.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when payment is made. The following specific recognition
criteria should also be met before revenue is recognised,

5.4.1 Interest and similar income
Interest income and expenses ate reported on an accrual basis using the effective interest method.

5.4.2 Dividend income
Dividend income are recognised at the time the right to receive payment is established.

5.5 Operating expensces
Operating expenses are recognised in profit or loss upon utilisation of the service or at the date of their

origin.

5.6 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the period of time that is necessary to complete and prepare the asset for its intended use
or sale. Other borrowing costs are expensed in the period in which they are incurred and reported in finance

COSts.
5.7 Financial instruments

5.7.1 Recognition, initial measurement and derecognition

Financial assets and financial liabilides are recognised when the Group becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value adjusted by transactions costs,
except for those carried at fair value through profit or loss which are measured initially at fair value.
Subsequent measurement of financial assets and financial liabilities are described below.

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date i.e. the date that the
entity commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulaton or convention in

the market place.
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5 Summary of significant accounting policies {continued)
5.7 Financial instruments (continued)

5.7.1 Recognition, initial measurement and derecognition (continued)
A financial asset (or, where applicable a part of financial asset or part of group of similar financial assets) is
primarily derecognised when:

s rights to receive cash flows from the assets have expired;

o the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass through’
arrangement and either.

(1) the Group has transferred substantially all the risks and rewards of the asset or
(b) the Group has neither transferred nor retained substantially all risks and rewards of the asset but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all the risks and rewards of the asset, nor transferred
contro! of the asset, the Group continues to recognise the transferred asset to the extent of the Group’s
continuing involvement. In that case, the Group also recognises an associated liability, The transferred asset
and the associated liability are measured on a basis that reflects the rights and obligations that the Group has
retained.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantally
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability, and the
difference in the respective carrying amounts is recognised in the consolidated statement of profit or loss.

5.7.2 Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon

initial recognition:

» loans and receivables
* financial assets at fair value through profit or loss (FVTPL)
» available-for-sale (AFS) financial assets.

All financial assets except for those at FVTPL are subject to review for impairment at least at each reporting
date to identify whether there is any objective evidence that a financial asset or a Group of financial assets is
impaired. Different criteria to determine impairment are applied for each category of financial assets, which
are described below.

All income and expenses relating to financial assets that are recognised in profit or loss are presented in the

consolidated statement of profit or loss under separate line item as “Unrealised loss on investments at fair

value through profit or loss”, “Realised gain/(loss) on investments at fair value through profit or loss”,
LI 11

“Renlised gain on sale of available for sale investments”, “interest and other income”, “foreign exchange loss”
“Dividend income from available for sale investment” and “Dividend income from investment at fair value

through profit and loss”.
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5.7 Financial instruments {continued)

5.7.2 Classification and subsequent measurement of financial assets (continued)

e Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial recognition, these are measured at amortised cost using the effective
interest rate method, less provision for impairment. Discounting is omitted where the effect of discounting is
immaterial They are included in current assets, except for maturities greater than 12 months after the end of
the reporting period. These are classified as non-current assets.

Individually significant receivables are considered for impairment when they are past due or when other
objective evidence is reccived that a specific counterparty will default. Receivables that are not considered to
be individually impaired are reviewed for impairment in groups, which are determined by reference to the
industry and region of a counterparty and other shared credit risk characteristics. The impairment loss
estimate is then based on recent historical counterparty default rates for each identified group.

The Group categorises loans and receivables into following categories:

o Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term,

highly liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

®  Due from wltimate parent company, receivables and other financal assels
Advances provided/received and other transactions with the ultimate parent company are recorded under

“due from ultimate parent company’”.

Loans and receivables which are not categorised under any of the above are classified as “Receivables and
other financial assets”

o Financial assets at FVTPL
Classification of investments as financial assets at FVTPL depends on how management monitor the

performance of these investments. Investments at FVTPL are cither “held for trading” or “designated” as
such on initial recognition.

The Group classifies investments as tading if they are acquired principally for the purpose of selling or are a
part of a portfolio of identified financial instruments that are managed together and for which there is
evidence of a recent actual pattern of short term profit taking. When they are not classified as held for trading
but have readily available reliable fair values and the changes in fair values are reported as part of consolidated
statement of profit or loss in the management accounts, they are as designated at FVTPL upon initial

recognition,

All derivative financial instruments fall into this category, except for those designated and effective as hedging
instruments, for which the hedge accounting requirements apply. The Group does not have any hedging

instruments.
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5 Summary of significant accounting policies (continued)
5.7 Financial instruments (continued)

5.7.2  Classification and subsequent measurement of financial assets (continued)

o Financial assets at FVTPL (continued)

Assets in this category are measured at fair value with gains or losses recognised in profit or loss. The fair
values of financial assets in this category are determined by reference to active market transactions or using a
valuation technique where no active market exists. Assets in this category are classified as current assets if
expected to be settled within 12 months; otherwise, they are classified as non-current.

o AFS financial assets
AFS financial assets are non-derivative financial assets that are either designated to this category or do not
qualify for inclusion in any of the other categories of financial assets.

Financial assets whose fair value cannot be reliably measured are carried at cost less impairment losses, if any.
Impairment charges are recognised in profit or loss. All other AFS financial assets are measured at fair value.
Gains and losses are recognised in other comprehensive income and reported within the fair value reserve
within equity, except for impairment losses, and foreign exchange differences on monetary assets, which are
recognised in profit or loss, When the asset is disposed of or is determined to be impaired, the cumulative
gain or loss recognised in other comprehensive income is reclassified from the equity reserve to profit or loss
and presented as a reclassification adjustment within other comprehensive income.

The Group assesses at each reporting date whether there is objective evidence that a financial asset available
for sale or a group of financial assets available for sale is impaired. In the case of equity investments classified
as financial assets available for sale, objective evidence would include a significant or prolonged decline in the
fair value of the equity investment below its cost. ‘Significant’ is evaluated against the onginal cost of the
investment and ‘prolonged’ against the period in which the fair value has been below its original cost. Where
there is evidence of impairment, the cumulative loss 1s removed from other comprehensive income and
recognised in the consolidated statement of profit or loss.

Reversals of impairment losses are recognised in other comprehensive income, except for financial assets that
are debt securities which are recognised in profit or loss only if the reversal can be objectively related to an
event occurring after the impairment loss was recognised.

AFS financial assets are included in non-current assets unless the investment matures or management intends
to dispose of it within 12 months of the end of the reporting period.

5.7.3 Classification and subsequent measurement of financial liabilities
The Group’s financial liabilities include short term borrowings, due to ultimate parent company and other

liabilites.
The subsequent measurement of financial liabilities depends on their classification as follows:

e Financial liabilities other than at fair value through profit or loss(FVTPL)
These are stated at amortised cost using effective interest rate method. The Group categorises financial
liabilities other than at FVTPL into the following categories:

o Long/short term borrowings
All borrowings are subsequently measured at amorused cost using the effective interest rate method. Gains
and losses are recognised in the consolidated statement of profit or loss when the liabilities are derecognised

as well as through the effective interest rate method (EIR) amortisation process.
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5 Summary of significant accounting policies (continued)

5.7.3 Classification and subsequent measurement of financial liabilities (continued)

o Due to ultimate parent company and other financial liabilities

Liabilities are recognised for amounts to be paid in the future for services received, whether billed by the
service provider ot not, and classified under other financial liabilities. Advances received/provided and other
transactions with the ultimate parent company are recorded under due to ultimate parent company. Financial
liabilities other than at FVTPL which do not fall under borrowing or due to ultimate parent company are
classified as “Other financial liabilities”.

All interest-related charges related to borrowings and due to ultimate parent company are included within
finance costs.

»  Financial liabilities at fair value through profit or loss(FVIPL)
Financial liabilities at FVTPL are either held for trading or designated as such on initial recognition.

Financial liabilities held for trading or designated at FVTPL, are carried subsequently at fair value with gains
or losses recognised in profit or loss. All derivative financial instruments that are not designated and effective

as hedging instruments are accounted for at FVTPL.

The Group has not designated any financial liability as at FVTPL and does not have any financial liabilites
held for trading.

5.7.4 Amortised cost of financial instruments
This is computed using the effective interest method less any allowance for impairment. The caleulation takes
into account any premium or discount on acquisition and includes transaction costs and fees that are an

integral part of the effective interest rate.

5.7.5 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial
position if, there is a currendy enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the asseis and settle the liabilities simultaneously.

5.7.6 Fair value of financial instruments
The fair value of financial instruments that ate traded in active markets at each reporting date is determined

by reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for
short positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuation techniques. Such techniques may include using recent arm’s length market transactions; reference to
the current fair value of another instrument that is substantially the same; a discounted cash flow analysis or

other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are
provided in Note 23.

5.8 Equity, reserves and dividend payments
Share capital represents the nominal value of shares that have been issued and paid up.

Legal and voluntary reserves comprise appropriations of cutrent and prior period profits in accordance with
the requirements of the commercial companies’ law and the Parent company’s articles of association.

Fair value reserve comprises gains and losses relating to available for sale financial assets.
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5 Summary of significant accounting policies (continued)

5.8 Equity, reserves and dividend payments (continued)
Retained earnings includes all current and prior period retained profits. All transactions with owners of the
Parent company are recorded separately within equity.

Dividend distributions payable to equity shareholders are included in other liabilities when the dividends have
been approved in a general assembly meeting.

5.9 Treasury shares

Treasury shares consist of the Parent company’s own issued shares that have been reacquired by the Group
and not yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under this
method, the weighted average cost of the shares reacquired is charged to a contra account in equity.

When the treasury shares are reissued, gains are credited to a separate account in equity, (the “gain on sale of
treasury shares reserve™), which is not distributable. Any realised 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 then to
the voluntary reserve and statutory reserve. No cash dividends are paid on these shares. The issue of stock
dividend shares increases the number of treasury shares proportionately and reduces the average cost per
share without affecting the total cost of treasury shares.

5,10  Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past
event, it is probable that an outflow of economic resources will be required from the Group and amounts can
be estimated reliably. Timing or amount of the outflow may still be uncertain.

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the
most reliable evidence available at the reporting date, including the risks and uncertainties associated with the
present obligation. Where there are 2 number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole. Provisions are
discounted to their present values, where the time value of money is material.

Contingent assets are not recognised in the financial statements, but are disclosed when an inflow of
economic benefits is probable.

Contingent liabilities are not recognised in the statement of financial position, but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

5.11  Foreign currency translation

5.11.1 Functional and presentation currency
The financial statements are presented in currency Kuwait Dinar (KD) which is also the functional currency

of the Group.

5.11.2 Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency of the Parent company, using the
exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and
losses resulting from the settlement of such transactions and from the remeasurement of monetary items
denominated in foreign currency at year-end exchange rates are recognised in profit or loss. Non-monetary
items are not retranslated at year-end and are measured at historical cost (translated using the exchange rates
at the transaction date), except for non-monetary items measured at fair value which are translated using the
exchange rates at the date when fair value was determined. Translation difference on non-monetary asset
classified as, “fair value through profit or loss” is reported as part of the fair value gain or loss in the
consolidated statement of profit or loss and “available for sale” are reported as part of the cumulative change
in fair value reserve within other comprehensive income.
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512  End of service indemnity

The Parent company provides end of service benefits to its employees. The entitlement to these benefits 1s
based upon the employees’ final salary and length of service, subject to the completion of a miumum service
period in accordance with relevant labour law and the employees’ contracts. The expected costs of these
benefits are accrued over the period of employment. This liability, which is unfunded, represents the amount
payable to each employee as a result of termination on the reporting date

With respect to its Kuwaiti national employees, the Parent company makes contributions to the Public
Institution for Social Security calculated as a percentage of the employees’ salaries. The Parent company’s
obligations are limited to these contributions, which are expensed when due.

513  Statutory contributions

5.13.1 National Labour Support Tax (NLST)
NLST is calculated in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No. 24
of 2006 at 2.5% of taxable profit of the Group. As per law, allowable deductons include, cash dividends

from listed companies which are subjected to NLST.

5.13.2 Kuwait Foundation for the Advancement of Sciences (KFAS)

The contribution to KKFAS is calculated at 1% of taxable profit of the Group in accordance with the modified
calculation based on the Foundation’s Board of Directors’ resolution, which states that transfer to statutory
reserve should be excluded from profit for the year when determining the contnbution.

Accumulated losses brought forward can be deducted from the adjusted profit for the year when calculating
the IKFAS contribution for the year.

5.13.3 Zakat
Contribution to Zakat is calculated at 1% of the profit of the Group in accordance with the Ministry of

Finance resolution No. 58/2007 effective from 10 December 2007.

6 Significant management judgments and estimation uncertainty

The preparation of the Group’s financial statements requires management to make judgments, esimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities and the disclosure of
contingent liabilities, at the end of the reporting period. However uncertainty about these assumptions and
estimates could result in outcomes that require a material adjusiment to the carrying amount of the asset or
liability affected in future periods.

6.1 Significant management judgments
In the process of applying the Group’s accounting policies, management has made the following significant
judgments, which have the most significant effect on the amounts recognised in the financial statements:

6.1.1 Classification of financial instruments

Judgements are made in the classification of financial instruments based on management’s intention at
acquisition. Such judgement determines whether it is subsequently measured at cost, amortised cost or at fair
value and if the changes in fair value of instruments are reported in the consolidated statement of profit or

loss or other comprehensive income.

The Group classifies financial assets as held for trading if they are acquired primarily for the purpose of short
term profit making.
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6 Significant management judgments and estimation uncertainty
(continued)
6.1 Significant management judgments (continued)

6.1.1 Classification of financial instruments (continued)

Designation of financial assets as at fair value through profit or loss depends on how management monitors
the performance of these financial assets. When they are not classified as held for trading but have readily
available fair values and the changes in fair values are reported as part of profit or loss in the management
accounts, they are designated as at fair value through profit or loss.

Classification of assets as loans and receivables depends on the nature of the asset. If the Group is unable to
trade these financial assets due to inactive market and the intention is to receive fixed or determinable
payments the financial asset is classified as loans and receivables.

All other financial assets are classified as available for sale.

6.1.2 Control assessment

When determining control, management considers whether the Group has the practical ability to direct the
relevant activities of an investee on its own to generate returns for itself. The assessment of relevant activities
and ability to use its power to affect variable return requires considerable judgement.

6.2 Estimates uncertainty
Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses is provided below. Actual results may be substantially

different

6.21 Impairment of available for sale equity investments

The Group treats available for sale equity investments as impaired when there has been a significant or
prolonged decline in the fair value below its cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolonged” requires considerable judgment. In addidon, the Group
evaluates other factors, including normal volatility in share price for quoted equities and the future cash flows
and the discount factors for unquoted equities. During the year the Group recognised impatrment losses of
KD Nil (2013: KD Nil) against available for sale investments.

6.2.2. Fair value of financial inseruments

Management apply valuation techniques to determine the fair value of financial instruments where active
market quotes are not available. This requires management to develop estimates and assumptions based on
market inputs, using observable data that market participants would use in pricing the instrument. Where
such data is not observable, management uses its best estimate. Estimated fair values of financial instruments
may vary from the actual prices that would be achieved in an arm’s length transaction at the reporting date

(see notes 22).

6.2.3. Provision for Taxation

The Group has made provision for potential tax liabilities which may arise on foreign income. These
provisions have been assessed based on information available to management as of the reporting date. The
actual liability which may or may not arise if and when the relevant tax authoritics make an official

assessment may substantially differ from the actual provision made (refer note 9).
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7 Subsidiary companies

The derails of the consolidated subsidiaries are as follows:

Country of Percentage Percentage
incorporation Ownership  Ownership
31 Dec. 31Dec.
2014 2013
Ikarus Petrochemical Holding Company $.P.C, Bahrain 100% 100%
Ikarus Industrial Holding Company S.P.C. Bahrain 100% 100%

The Majority of the Group’s investments in foreign quoted shares(see note 11b), representing investments in
quoted Saudi Companies operating in the ficlds of chemicals and petrochemicals are held through the above

two Special Purpose Vehicles (SPV’s ) incorporated in the Kingdom of Bahrain solely to own these shares.

8 Net gain on financial assets and financial liabilities
Net gain on financial assets and financial habilities, analysed by category, is as follows:
31 Dec. 31 Dec.
2014 2013
KD KD
Loans and receivables
- Cash and cash equivalents and duge from ullimate parent company (refer 8b) 172,332 208,348
Invesiments at fair value through proiit or loss
- Investments designated on initial recognition 248,011 (267,888)
Available for sale investments
- Recognised directly in other comprehensive income {(31,617,201) 39,436,619
- Recognised direclly in profit or loss 6,462,482 8,647,743
- Recycled from other comprehensive income to profil or loss
On sale 8,027,408 5,549,535
{16,705,968) 53,574,357
Financial liabilities at amortised cost
- Borrowings (refer 8a) {1,970,746) (1,437,514)
{18,676,684) 52,136,843
Net gain recognised in the consolidated statement of profit or loss 12,940,517 12,700,224
Net {loss)/gain recognised directly in other comprehensive income {31,617,201) 39,436,619
(18,676,684) 52,136,843
31 Dec. 31 Dec.
2014 2013
KD KD
8a. Net loss on financial liabifities at amartised cost is arrived at as follows:
- Finance costs — on borrowings 1,270,991 1,409,214
- Foreign exchange loss on retranslation of borrowings, included
under “Foreign exchange loss” in the consolidated statement of
profit or i g 699,725 285,936
1,970,716 1,605,150

Bb. Net gain on cash and cash equivalents is arrived at after adjusting for foreign

[K1236,223 (2013: loss of KD42,393).

exchange gain of
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9 Taxation and other statutory contributions
{a) Taxauon*
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Current year charge 334,437 -
Under provision in relation to previous years 588,542 -
1,322,979 -
(b} KFAS, NLST and Zakat of Parent Company
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Contributions to Kuwait Foundation for Advancement of Science (KFAS) 95,798 104,655
Provision for National Labour Support Tax (NLST) 249,558 282,961
Provision for Zakat 103,823 113,184
449,179 500,800
1,772,158 500,800

*The above represents tax related to dividend income received from investments in a GCC Country. During
the year the parent Company has discovered that their maybe a potential tax liability on dividend income
received from foreign entities located in a GCC country ( at the rate of 5%), which the Parent Company’s
management was not aware of in the past. No tax claims or assessments have been made by any regulatory
authority as of date. However based on advice received from consultants and other information available to
the Parent Company’s management, on a conservative basis, the Group has decided to make a provision of
KD1,322,979 for any potental liability which may arise on the dividends received from the foreign entities
during the current and previous years. The provision has been included under accounts payable and other

liabilities.

10 Basic and diluted earnings per share
Earnings per share is calculated by dividing the profit for the year by the weighted average number of shares
outstanding during the year as follows:

31 Dec. 31 Dec.
2014 2013
Profit for the year (KD) 10,112,623 11,055,056
Weighted average number of shares outstanding during the year (excluding
treasury shares) — shares 782,084,264 783,113,293
Basic and diluted earnings per share 12.93 Fils 14.12 Fils

The basic and diluted earnings per share for the year ended 31 December 2013 was 14.83 Fils before
retrospective adjustment to the number of shares for bonus shares issued in 2014 which was approved by the
general assembly held on 11 May 2014 {refer note 14].
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11 Available for sale investments
31 Dec. 31 Dec.
2014 2013
KD KD
Non-current
Quoted shares
- foreign 135,148,054 160,004,185
135,148,054 160,004,185
Unquoted shares
- |local 3,066,032 3,066,032
- foreign 27,624,180 27.624,180
30,690,212 30,690,212
165,838,266 190,694,397
Current
Quoted shares - local 6,702,063 7.016,694
Total 172,540,329 197,711,091

12

The local quoted shares represent investments in various sectors. Local quoted shares with a carrying
value of KD5,967,130 (2013: KD 6,016,263) are pledged against a short term loan facility from a local
bank (refer note 18).

Foreign quoted shares represent investment in quoted Saudi companies operating in the fields of
chemicals and petrochemicals. Majority of these shares, with a carrying value of KiD135,125,191 as at 31
December 2014 (31 December 2013: KD158,694,180) are held through the two 100% owned subsidiaries
incorporated in the Kingdom of Bahrain solely to own thesc shares. Foreign quoted shares with a
carrying value of KID45,252,244 (31 December 2013: KID52,827,693) are pledged against long term loans
{refer note 17).

Investments in unquoted shares are stated at cost due to the non availability of quoted market prices or
other reliable measures of its fair value. Management is not aware of any circumstances that would
indicate impairment in the value of these investments. The local and foreign unquoted shares represent
investments in a local unlisted company operating in the field of oil and gas and in Saudi unlisted
companies operating in the field of petrochemical and related products respectively.

Investments at fair value through profit or loss
31 Dec. 31 Dec.
2014 2013
KD KD

Designated on initial recognition :

Quoted shares — local

2,292,871 2,200,230

Local money market funds 1,788,445 1,803,967

4,081,316 4,004,197

a)

Effect of reclassification
During 2008 as a result of adoption of the amendments to IAS 39 and IFRS 7 with effect from 1 July

2008 the Group reclassified certain investments with a fair value of I<ID30,065,885 as at 1 July 2008 from
“fair value through profit or loss” category to “available for sale” category. The fair value of the
remaining reclassified investments as of 31 December 2014 amounted to KDG,702003 (2013:

KD7,016,694).
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12 Investments at fair value through profit or loss (continued)

b} During October 2008, a local money market funds, in which the Group has investments totaling to
KID1,623,993 as at 31 December 2014 (2013: KID1,615,850), suspended redemption requests. Parent
Company’s management has been informed by the manager of the fund that redemptions will be made
depending on availability of liquid funds. Further the Parent company’s management has also been
informed by the manager of the fund that the request made to liquidate the Fund has been accepted by
the relevant authorites. The investment has been fair valued based on the last unaudited net asset value
reported by the fund manager as of 31 May 2014, The Parent company’s management expects to realise
these investments at not less than its carrying value.

c) Local quoted shares with a carrying value of KD 2,292,871 (2013: KD 2,200,230) arc pledged against a
short term loan facility from a local bank (refer note 18 ).

13 Cash and cash equivalents
31 Dec. 31 Dec.
2014 2013
KD KD
Cash and bank balances 401,276 637,007
Cash balances held with portfolio managers 756,964 838,635
Short term bank deposit 38,894 -
Cash and cash equivalenis 1,197,134 1,475,642

Short term deposit carry average effective annual interest of 0.5% per annum.

14 Share capital
As of 31 December 2014, the authorised, issued and fully paid up share capital of the Parent company
comprised 787,500,000 shares of 100 fils each (2013: 750,000,000 shares of 100 files each), all shares are paid

in cash.

At the Annual General Meeting held on 11 May 2014, the shareholders approved 5% bonus shares on
outstanding shares as at the date of the AGM, which represented 37,500,000 shares of 100 Fils each
amounting to KD3,750,000.

15 Treasury shares
31 Dec. 31 Dec.
2014 2013
Number of shares 5,558,622 5,154,383
Percentage of issued shares 0.7% ; 0.7%
Market value (KD) 811,559 845,319
Cost (KD) 814,692 793,687

Reserves of the Parent company equivalent to the cost of the treasury shares have been ear-marked as non-

distrtbutable.
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16 Reserves

16.1 Legal and voluntary reserves
As required by the Companies Law and the Parent company’s articles of association, 10% of the profit for

the year, before KFAS, NLST, Zakat and Directors’ remuneration is transferred to the legal reserve until the
balance reaches 50% of the Parent company’s issued and paid-up capital. Any transfer to the legal reserve
thereafter is subject to approval of the general assembly. No transfer is required in a year when losses are
made or where cumulative losses exist and any brought forward accumulated losses of the previous year are
deducted from the above mentioned profit when calculating the required wansfer.

Distribution of the legal reserve is limited to the amount required to enable the payment of a dividend of 5%
of paid-up share capital to be made in years when retained earnings are not sufficient for the distribution of a
dividend of that amount.

In accordance with Parent company’s articles of association, a certain percentage of the profit for the year
before KFAS, NLST, Zakat and directors’ remuneration, is to be tansferred to the voluntary reserve at the
discretion of the board of directors which is to be approved at the general assembly. No transfer is required
in a year in which the Group has incurred a loss or where cumulative losses exist and any brought forward
accumulated losses of the previous year are deducted from the above mentioned profit when calculating the
required transfer. For the year 2014 the board of directors propose to transfer 10% of the profit to the
voluntary reserve and this is subject to approval at the general assembly. There are no restrictions on
distribution of voluntary reserve.

16.2 Cumulative changes in fair value

31 Dec. 31 Dec.
2014 2013
KD KD
Balance at 1 January 80,254,172 40,817,553
Net change in fair value arising during the year (23,589,793} 44,986,154
Transferred to consolidated statement of profit or loss on sale of invesiments (8,027,408) {5,549,535)
Balance at 31 December 48,636,971 80,254,172

The reserve represents accurnulated gains and losses arising from changes 1n fair value of available-for-sale
financial assets that have been recognised in other comprehensive income, net of amounts reclassified to
profit or loss when those assets have been disposed of or are determined to be impaired.

17 Long term borrowings
Effective 31 Dec. 31 Dec.
interest rates 2014 2013
% KD KD

Local bank — US Dollar 3.216% 19,063,850 18,364,125
Local bank — Kuwaiti Dinar 4.5% 14,000,000 14,000,000

33,063,850 32,364,125
Less: Due within one year {(2,700,000) -

Tolal R 30,363,850 32,364,125
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17 Long term borrowings (continued)

a. During the third quarter of the last year, the Parent Company has completed the restructuring of the
short term US Dollar loan (equivalent to KD32,880,800 at 30 June 2013) which was obtained from a
local bank, by way of entering into a new agreement with the same bank. As per the new agreement the
Parent Company received two secured long term loans aggregating to KDD32,364,125 (a US Dollar loan
of 65,000,000 equivalent to I<D18,364,125 at 31 December 2013 and a loan of K1D14,000,000) which was
utilised to repay the old US Dollar loan in full. As per the new agreement the loans are to be repaid in
instalments commencing from July 2015 and ending in January 2018, and the loan facilides are secured
against quoted investments (refer note 11b).

18 Short term borrowings
Effective 31 Dec. 31 Dec.
interest rates 2014 2013
% KD KD
Local bank — Kuwaiti Dinar — {a) 4.5% 1,500,000 -
Long term borrowings due within one year (note 17) 2,700,000
4,200,000 -

a. During the year, the Parent Company had utilised KID1,500,000 (net) from the KD7,000,000 loan facility
from a local bank, which is secured against local quoted investments with a fair value of KID8,260,001 (31

Dec. 2013 : KD8,216,493) (refer note 11a and 12c).

19 Other liabilities

31 Dec. 31 Dec.
2014 2013
KD KD

Provision for Taxation, KFAS, Zakat and NLST 2,065,122 502,088
Provision for staff incentives and other accrued expenses 112,478 252,601
Dividend payable 131,040 98,683
Others 172,088 80,426

2,480,728 933,798
20 Segmental analysis

The Group’s Operating Segments are determined based on internal management reporting information that
is regularly reviewed by the chief operating decision maker in order to allocate resources to the segment and
to assess its pecformance, and is reconciled to Group profit or loss.

The Group activities are concentrated in two main segments: Domesuc (Kuwait) and International (Kingdom
of Saudi Arabia). The following is the segments information, which conforms with the intemal reporting

presented to management:
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20 Segmental analysis (continued)

Domestic International Total
KD KD KD

2014
Segment income 509,035 14,365,975 14,875,010
Segment results {464,301) 14,365,975 13,901,674
Less:
Finance costs and foreign exchange loss {1,934,493)
Profit before taxation and other statuary contributions and

Directors’ remuneration 11,967,181
Net change in fair value of available for sale investments

recognised directly in other comprehensive income (342,544) (23,247,249) {23,589,793)
Segmenl assets 17,707,608 163,632,479 181,340,087
Segment liabilities (980,728) {1,500,000) (2,480,728)
Segment net assels 16,726,880 162,132,479 178,859,359
Borrowings {34,563,850)
Net asseis 144,295,509
2013
Segment income 1,010,086 13,085,257 14,095,343
Segment resuits 195,854 13,085,257 13,281,111
Less:
Finance costs and forelgn exchange loss (1,652,755)
Profit before taxation and other statuary coniributions and

Directors' remuneration 11,628,356
Net change in fair value of available for sale investments

recognised directly in other comprehensive income {847,280) 40,283,899 39,436,619
Segment assets 18,082 820 188,484,750 206,567,570
Segment liabilities (933,798) - (933,798)

17,149,022 188,484,750 205,633,772

Segment net assets

Borrowings

Net assets

21 Related party transactions

(32,364,125)

173,269,647

Related parties represent, the ultimate parent company, the parent company’s directors and key management
personnel of the parent company, and other related parties such as subsidiaries of the ultimate parent company
(fellow subsidiaries), major shareholders and companies in which directors and key management personnel of
the parent company are principal owners or over which they are able to exercise significant influence or joint
control. Pricing policies and terms of these transactions are approved by the parent company’s management.
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21 Related party transactions {continued)
Details of significant related party balances and transactions are as follows:

31 Dec. 31 Dec,
2014 2013
KD KD
Consolidated statement of financial position
Due from ultimate parent company (*) 3,455,462 3,319,353
Consolidated statement of profit or loss
Interest income - from the ultimate parent company () 136,109 165,822
Management and consultancy fees {included in other operating expenses) 2,277 4,871
Compensation of key management personnel of the Group:
Short term employee benefits and directors remunerations 181,500 211,250

* Due from ulimate parent company at 31 December 2014 includes a short term advance of KID3,000,000 at
an interest rate of 4.5% per annum.

22 Dividend distribution
Subject to the requisite consent of the relevant authorities and approval from the general assembly, the Parent
Company’s board of directors propose a cash dividend of 10% (2013: 10%) equivalent to 10 Fils per share
and bonus shares of Nil % (2013: 5%).

At the annual general meeting held on 11 May 2014, the sharcholders approved a cash dividend of 10%
equivalent to 10 fils per share amounting to KD7,448,455 for the year ended 31 December 2013.
(KID8,953,440 for the year ended 31 December 2012) and bonus shares of 5% of capital and transfer of
KID962,521 from voluntary reserve to retained earnings.

23 Summary of financial assets and liabilities by category and fair value
measurement

23.1  Categories of financial assets and liabilities
The carrying amounts of the Group’s financial assets and liabilities as stated in the statement of financial
position may also be categorized as follows:

31 Dec. 31 Dec.
2014 2013
Financial assets: KD KD
Loans and receivables(at amortised cost):
e Cash and cash equivalents 1,197,134 1,475,642
=  Accounts receivable and other assets 65,846 57,287
Due from ultimate parent company 3,455,462 3,319,353
4,718,442 4,852,282
Assets at fair value through profit or loss:
e Investments at fair value through profit or loss {refer Note 12)
- Designated on initial recognition 4,081,316 4,004,197
4,081,316 4.004,197
Available for sale investments (refer Note 11)
- At fair value 141,850,117 167,020,879
- Atcost/cost less impairment (refer note 11 c) 30,690,212 30,690,212
172,540,329 197,711,001

Total financial assets 181,340,087 206,567,570
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23 Summary of financial assets and liabilities by category and fair value
measurement {(continued)

23.1  Categorics of financial assets and liabilities

31 Dec. 31 Dec.
2014 2013
KD KD
Financial liabilities:
At amortised cost:
¢ Long term borrowings 30,363,850 32,364,125
e Short term borrowings 4,200,000 -
o Ofther liabilities 2,480,728 933,798
Total financial liabilities 37,044,578 33,297,923

23.2 Fair value measurement

Fair value represents the price that would be received to sell an asset or paid to transfer a Lability in an
orderly transaction between market participants at the measurement date. Investments at fair value though
profit or loss and available for sale investments (excluding certain available for sale investments which are
carried at cost/cost less impairment for reasons specified in Note 1lc to the consolidated financial
statements) are carried at fair value and measurement details are disclosed in 23.4 to the consolidated financial
statements. In the opinion of the Group’s management, the carrying amounts of all other financial assets and
liabilities which are ar amortised costs (see note 23.1) is considered a reasonable approximation of their fair

values.

233 Fair value hierarchy
All assets and liabilities for which fair value is measured or disclosed in the financial statements are grouped
into three Levels of a fair value hicrarchy. The three Levels are defined based on the observability of

significant inputs to the measurement, as follows:

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3: inputs for the asset or liability that are not based on observable market data (that is
unobservable inputs).

The level within which the asset or liability is classified is determined based on the lowest level of significant
input to the fair value measurement.

234 Fair value measurement of financial instruments
The financial assets and liabilities measured at fair value on a recurring basis in the consolidated statement of
financial position are grouped into the fair value hierarchy as follows

31 December 2014 Level 1 Level 2 Level 3 Total
Note KD KD KD KD

Assets at fair value

Available for sale investmenis
Local quoted shares a 6,702,063 - - 6,702,063

Foreign quoted shares a 135,148,054 - - 135,148,054
Investments al fair value through

profit or loss
Local quoted shares a 2,292,871 - 2,292,871

- Local money market funds b - 1,788,445 - 1,788,445
Total assets 144,142,988 1,788,445 145,931,433
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23 Summary of financial assets and liabilities by category and fair value
measurement (continued)

234 Fair value measurement of financial instruments

31 December 2013 Level 1 Level 2 Level 3 Tolal

Note KD KD KD KD
Assets at fair value
Available for sale investments

- Local quoted shares a 7,016,694 - - 7,016,694
- Foreign quoted shares a 160,004,185 - - 160,004,185
Investments at fair value through
profit or loss
- Local guoted shares a 2,200,230 - - 2,200,230
- Local money market funds b - 1,803,967 - 1,803.967
Total assets 169,221,109 1,803,967 - 171,025,076

There have been no transfers between level 1, level 2 and level 3 during the reporting period.

Measurement at fair value
The methods and valuation techniques used for the purpose of measuring fair value, which are unchanged

compared to the previous reporting period, are as follows:

Financial instruments in level 1
a) Local and foreign quoted securities
All quoted equity securities are publicly traded in stock exchanges. Fair values have been determined by

reference to their quoted bid prices at the reporting date.

Financial instruments in level 2

b) Local money market funds

The underlying investments of these funds mainly comprise of local and foreign variable and fixed income
monitory instruments including treasury bills, bonds and sukuk. The fair values of these funds have been
determined based on latest net asset values reported by the investment managers.

24 Risk management objectives and policies

The Group’s principal financial liabilities comprise long and short term borrowings, and other liabilities. The
main purpose of these financial liabilities is to raise finance for the Group’s operations. The Group has
various financial assets such as accounts receivable and other assets, due from ultimate parent company, cash
and cash equivalents and investment securities which arise directly from operations.

The Group’s activities expose it to variety of financial risks: market risk (including foreign currency risk,
interest rate risk and price risk), credir risk and liquidity risk.

The Group’s management is ultimately responsible for management of risks and implements several measures
from time to time to manage the risks discussed below.

The Group’s policy is not to trade in derivative financial instruments and has not used derivatves financial
instruments during the year.

The financial risks to which the Group is exposed to are described below.
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24 Risk management objectives and policies (continued)
243 Market risk

a) Foreign currency risk

The Group mainly invests in Kuwait and Saudi Arabia. The Group is exposed to changes in exchange rates
mainly on its US Dollar, borrowings and Saudi Riyal bank balances and balances with portfolio managers.
The Group’s financial position can be affected by the movement in the US Dollar and Saudi Riyal. To
mitigate the Group’s exposure to foreign currency risk, non-Kuwaiti Dinar cash flows are monitored.

Foreign currency risk is managed by the Group’s management by regular assessment of the Group’s open

positions,

The Group’s net exposure to US Dollar and Saudi Riyal denominated monetary assets less monetary liabilities
at the reporting date, translated into Kuwait Dinars at the closing rates are as follow:

31 Dec. 31 Dec.
2014 2013
KD KD
Us Dollar {19,063,295) (18,355,426)
Saudi Riyat 812,297 1,015,951

If the Kuwaiti Dinar had strengthened against the US Dollar and Saudi Riyal by 5%, then this would have the
following impact on the profit for the year. There is no impact on the Group’s equity.

Profit/(loss) for the year

31 Dec. 31 Dec.
2014 2013
KD KD
uUs Dollar 953,165 917.771
Saudi Riyal {40,615} {50,798)

If the Kuwaiti Dinar had weakened against the US Dollar and Saudi Riyal by 5%, then there would be an
equal and opposite impact on the profit for the year, and the balances shown above would be negative.

Exposures to foreign exchange rates vary during the year depending on the volume and nature of the
transactions. Nonetheless, the analysis above is considered to be representative of the Group's exposure (0

the foreign currency risk.

b) Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability. The
Group is exposed to interest rate risk on its KD and US dollar long term borrowings (refer note 17), which
are primarily at floating interest rates based on either Central Bank of Kuwait discount rate or LIBOR.

Positions are monitored on a regular basis by the Group’s management.

The following table illustrates the sensitivity of the profit for the year to a change of interest rate of +75 and -
25 basis points for the year 2014 (2013 +75 and -25). The calculation is based on the Group’s financial
instruments held at cach reporting date. All other variables are held constant. There is no impact on Group’s

equity.

Increase In interest rates Decrease in interest rates
31 Dec. 31 Dec. 31 Dec. 31 Dec.
2014 2013 2014 2013
KD KD KD KD

(Decrease)fincrease in profit for the year {259,229) (242,731) 86,410 80,910
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24 Risk management objectives and policies (continued)

24,1  Market risk {continued)

c) Equity price risk

This is a zisk that the value of financial instruments will fluctuate as a result of changes in market prices,
whether these changes are caused by factors specific to individual instrument o its issuer or factors affecting
all instruments, traded in the market. The Group is exposed to equity price risk with respect to its listed
equity investments, which are primarily located in Kuwait and the Kingdom of Saudi Arabia. Equity
investments are classified either as investments carried at fair value through profit or loss or available for sale
investments.

To manage its price risk arising from investments in equity securities, the Group monitors its portfolio and
diversifies, where possible.

The equity price risk sensitivity is determined on the exposure to equity price risks at the reporting date. If
equity prices had been 10% higher/lower, the effect on the profit for the year and equity for the years ended
31 December would have been as follows:

A positive number below indicates an increase in profit and the equity where the equity prices increase by
10%. All other variables are held constant.

Profit for the year Equity
31 Dec. 31 Dec. 31 Dec. 31 Dec.
2014 2013 2014 2013
KD KD KD KD
Investments at fair value through profii or loss 229,287 220,023

- 14,185,012 16,702,088
229,287 220,023 14,185,012 16,702,088

Avaitahle for sale investments

For a 10% decrease in the equity prices there would be an equal and opposite impact on the profit for the
year and other comprehensive income and the amounts shown above would be negative.

24.2  Creditrisk
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. The Group’s credit policy and exposure to credit risk is monitored on an
ongoing basis.

The Group’s exposure to credit risk is limited to the carrying amounts of financial assets recognised at the
reporting date, as summarized below:

31 Dec. 31 Dec.
2014 2013
KD KD

Cash and cash equivalents 1,197,134 1,475,642
Accounts receivable and other assets 65,846 57,287
Due from ultimate parent company 3,455,462 3,319,353
Investments at fair value through profit or loss {local money market funds) 1,788,445 1,803,967

6,506,887 6,656,249

Except as stated in note 11c, none of the above financial assets are past due nor impaired. The Group monitors
defaults of customers and other counter parties, identified either individually or by group, and incorporate this
information into its credit tisk controls.
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24 Risk management objectives and policies (continued)

24.2  Credit risk {continued)

36

The Group’s policy is to deal only with creditworthy counterparties. The Group’s management considers that all
the above financial assets that are neither past due nor impaired for each of the reporting dates under review are

of good credit quality.

None of the Group's financial assets are secured by collateral or other credit enhancements.

The credit risk for cash and bank balances and short term deposits is considered negligible, since the
counterparties are reputable financial institution with high credit quality. Information on other significant

concentrations of credit risk is set out in note 24.3

24.3 Concentration of assets

The distnbution of financial assets by geographic region as at 31 December 2014 and 2013 is as follows:

Other Middle
East
Kuwait countries Total
KD KD KD

At 31 December 2014
Available for sale investments 9,768,095 162,772,234 172,540,329
Investments al fair value through profit or loss 4,081,316 - 4,081,316
Due from ultimate parent company 3,455,462 - 3,455,462
Accounts receivable and other assets 65,846 - 65,846
Cash and cash equivalents 336,889 860,245 1,197,134

17,707,608 163,632,479 181,340,087
At 31 December 2013
Available for sale investments 10,082,726 187,628,365 197,711,091
Investments at fair value through profit or loss 4,004,197 - 4,004,197
Due from ultimate parent company 3,319,353 - 3,319,353
Accounts receivable and other assets 57,287 - 57,287
Cash and cash equivalents 619,258 856,384 1,475,642

18,082,821 188,484,749 208,567,570

244  Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To limit this
risk, management has arranged diversified funding sources, manages assets with liquidity in mind, and

monitors liquidity on a regular basis.

The table below summarises the contractual maturity of financial habilities based on undiscounted cash flows:

Upto1 1-3 3412 1-5
month months months Years Total
KD KD KD KD KD
31 December 2014
Financial liabilities
Short term borrowings - - 4,305,015 - 4,305,015
Long lerm borrowings (refer note 17) - - - 32,851,117 32,851,117
Other liabilities - - 2,480,728 - 2,480,728
- - 6,785,743 32,851,117 39,636,860
31 December 2013
Financial liabilities
Long term borrowings - - - 36,398,429 36,398,429
Other liabilities - - 933,798 - 933,798
- - §33,798 36,398,429 37,332,227
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25 Capital management objectives
The Group’s capital management objective 15 to maximise shareholder value.

The Group manages the capital structure and makes adjustments in the light of changes in economic
conditions and risk characteristics of the underlying assets. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to shareholders, buy back treasury shares, issue new
shares or sell assets to reduce debt.

There were no changes in the Group’s approach to capital management during the year as compared to the
: ges ps app P £ L g Y P
previous year. The capital structure of the Group consists of the following;

31 Dec. 31 Dec.
2014 2013
KD KD
Long/short term - borrowings (refer notes 17 and 18) 34,563,850 32,364,125
Less: Cash and cash equivalents (refer note 13) (1,197,134} (1,475,642)
Net debt 33,366,716 30,888,483
Total equity 144,295,509 173,269,847
Total capital 177,662,225 204,158,130

Consistent with others in the industry the Group monitors capital on the basis of the gearing ratio. The
Group's policy is to keep the gearing ratio within 70%.

This ratio is calculated as net debt divided by total capital as follows:

31 Dec. 31 Dec.
2014 2013
KD KD
Net debt 33,366,716 30,888,483
Total capital 177,662,225 204,158,130
18.8% 15.1%

Net debt to total capital ratio

26 Contingent liability
The Group is exposed to a contingent liability relating bank guarantees of KDD11,919 (2013: KD11,919).



