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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS’ OF SHUAIBA
INDUSTRIAL COMPANY K.S.C. (CLOSED)

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Shuaiba Industrial
Company K.S.C. (Closed) (“the Parent Company”) and its subsidiary (together referred to as “the
Group”) which comprise the consolidated statement of financial position as at 31 December 2012,
and the consolidated statement of income, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

The Parent Company’s 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
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 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.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group as at 31 December 2012, and its financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

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 Commercial Companies Law No. 25 of 2012 and by the Parent Company’s
Articles of Association, that an inventory was duly carried out and that, to the best of our
knowledge and belief, no violations of the Commercial Companies Law No. 25 of 2012 nor of the
Parent Company’s Articles of Association, have occurred during the year that might have had a
material effect on the business or the consolidated financial position of the Group.

Qais M. Al-Nisf Barrak Al-Ateeqi
License No. 38-A Licence No. 69 “A”
BDO Al Nisf & Partners Al-Ateeqi Certified Accountants

Member firm of B.K.R. International

Kuwait: 4 March 2013
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Shuaiba Industrial Company K.S.C. (‘('vﬁosed) and its subsidiary

Kuwait

Consolidated statement of financial position

As at 31 December 2012

ASSETS

Non-current assets

Property, plant and equipment
Investment in associate
Available for sale financial assets

Current assets

Inventories

Trade receivables

Other receivables

Due from related party

Financial assets at fair value through profit or loss
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Statutory reserve

Voluntary reserve

Treasury shares

Treasury shares reserve

Fair value reserve

Foreign currency translation reserve
Retained earnings

Total equity

Non-current liabilities
Non current portion of term loan
Provision for staff indemnity

Current liabilities

Trade and other payables
Current portion of term loan
Notes payable

Total liabilities
Total equity and liabilities

Notes

A

10
24
11
12

13
14
15
16
17

18

19
18
20

2012 2011

KD KD
8,922,487 8,837,528
2,353,846 2,121,623
188,741 217,366
11,465,074 11,176,517
3,122,689 2,514,423
1,785,685 1,770,341
105,731 121,366
66,000 978
477,997 456,056
1,544,999 1,667,733
7,103,101 6,530,897
18,568,175 17,707,414
6,137,405 5,845,147
2,294,444 2,294,444
1,505,648 1,398,098
1,414,640 1,307,090
(253,265) (253,265)
404,979 404,979
(31,696) (125,871)
16,216 (43,699)
4,091,889 3,586,535
15,580,260 14,413,458
677,941 323,370
348,538 296,868
1,026,479 620,238
1,556,671 1,183,018
200,000 191,032
204,765 1,299,668
1,961,436 2,673,718
2,987,915 3,293,956
18,568,175 17,707,414

The notes on pages 8 to 36 form an integral part of these consolidated financial statements.

Adel J. Al-SaneV/
Chairman
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary

Kuwait
Consolidated statement of income

For the year ended 31 December 2012

Revenue
Cost of sales
Gross profit

Unrealised loss on financial assets at fair value through
profit or loss

Realised (loss) / profit on sale of financial assets at fair
value through profit or loss

Loss on sale of available for sale financial assets

Share of results of associate

Investment income

Foreign exchange (loss) / gain

Other income

General and administrative expenses

Selling and distribution expenses

Finance costs

Impairment loss on available for sale financial assets
Impairment loss on property, plant and equipment
Reversal of provision for slow moving and obsolete
inventories

Profit on disposal of property, plant and equipment
Profit before contribution to Kuwait Foundation for
the Advancement of Sciences (KIFAS), National
Labour Support Tax (NLST), Zakat and Board of
Directors’ remuneration

KFAS

NLST

Zakat

Board of Directors’ remuneration

Profit for the year

Earnings per share

Notes

21

22

23

2012 2011

KD KD
9,882,189 10,091,257
(7,725,922) (8,393,961)
2,156,267 1,697,296
(56,807) (2,948)
(31,679) 10,573
- (153,206)
392,213 400,596
1,500 4,650
(10,736) 32,302
24,838 63,500
(563,182) (518,685)
(676,390) (489,414)
(38,130) (48,585)
(122,800) (9,065)
- (10,935)
. 51,563
404 27,600
1,075,498 1,055,242
(9,679) (9,497)
(26,850) (26,265)
(11,257) (11,610)
(15,000) (5,000)
1,012,712 1,002,870
16.87 fils 16.71 fils

The notes on pages 8 to 36 form an integral part of these consolidated financial statements.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Consolidated statement of comprehensive income

For the year ended 31 December 2012

Profit for the year

Other comprehensive income

Available for sale financial assets:

-Change in fair value

-Transfer to consolidated statement of income on impairment
Foreign currency translation adjustments

Other comprehensive income / (loss) for the year

Total comprehensive income for the year

2012 2011

KD KD
1,012,712 1,002,870
(28,625) (34,656)
122,800 9,065
59,915 (14,112)
154,090 (39,703)
1,166,802 963,167

The notes on pages 8 to 36 form an integral part of these consolidated financial statements.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Consolidated statement of cash flows

For the year ended 31 December 2012

Note
OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Depreciation and impairment
Finance costs
Provision for staff indemnity
Impairment loss on available for sale financial assets
Reversal of provision for slow moving and obsolete inventories
Realised loss on available for sale financial assets
Profit on disposal of property, plant and equipment
Realised loss / (gain) on financial assets at fair value through profit or loss
Unrealised loss on financial assets at fair value through profit or loss
Share of results of associate

Movements in working capital:

Inventories

Trade receivables

Other receivables

Due from related party

Trade and other payables

Notes payables

Cash (used in) / generated from operations
Staff indemnity paid

Net cash (used in) / from operating activities

INVESTING ACTIVITIES

Purchase of financial assets at fair value through profit or loss
Proceed from sale of financial assets at fair value through profit or loss
Purchase of property, plant and equipment

Proceeds from sale of available for sale financial assets

Proceeds from disposal of property, plant and equipment

Dividend received from an associate

Net cash used in investing activities

FINANCING ACTIVITIES

Receipt of term loan

Repayment of term loan

Dividends paid

Finance costs paid

Net cash from / (used in) financing activities

Effect of foreign currency translation

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 12

2012 2011
KD KD

1,012,712 1,002,870
367,035 290,335
38,130 48,585
55,097 62,275
122,800 9,065
- (51,563)
- 153,206
(404) (27,600)
31,679 (10,573)
56,807 2,948
(392,213) (400,596)
1,291,643 1,078,952
(608,266) 793,060
(15,344) (531,540)
15,638 414,496
1,030 9,269
369,498 607,312
(1,094,903) 160,917
(40,704) 2,532,466
(3,427) (11,481)
(44,131) 2,520,985
(275,493) (204,538)
99,009 99,668
(394,873)  (3,055,967)
- 220,682
405 80,543
177,115 -
(393,837) _ (2,859,612)
2,050,170 606,254
(1,686,631) (311,852)
- (544,327)
(33,975) (48,585)
329,564 (298,510)
(14,330) 14,112
(122,734) (637,137)
1,667,733 2,290,758
1,544,999 1,667,733

The notes on pages 8 to 36 form an integral part of these consolidated financial statements.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

2.1

GENERAL INFORMATION

Shuaiba Industrial Company K.S.C. (Closed) (“the Company™), is a closed shareholding company
incorporated in 1978 in accordance with the Commercial Companies Law in the State of Kuwait and
is listed on the Kuwait Stock Exchange.

The Group comprises of the Parent Company and its subsidiary (see note 3.3).

The Parent Company is engaged in the manufacture and sale of paper products. At the annual
general assembly held on 29 March 2010, the shareholders approved the Group to conduct its
activities in accordance with Islamic Sharia Principles.

The address of the Parent Company’s registered office is P.O. Box, 10088, Shuaiba 65451, State of
Kuwait.

The consolidated financial statements of the Group for the year ended 31 December 2012 were
approved and authorized for issue by the Parent Company’s board of directors on 4 March 2013 and
are subject to the approval of the Annual General Assembly of the shareholders. The shareholders of
the Parent Company have the power to amend these consolidated financial statements at the Annual
General Assembly.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs)

New and revised IFRSs adopted by the Group
The Group has adopted the following amended IFRS during the year:

Amendments to IFRS 7, ‘Financial instruments: Disclosures’, on transfer of financial assets
(Effective for annual periods beginning on or after 1 July 2011)

The amendment requires additional disclosure about financial assets that have been transferred but
not derecognised to enable the user of the Group’s financial statements to understand the
relationship with those assets that have not been derecognised and their associated liabilities. In
addition, the amendment requires disclosures about the entity’s continuing involvement in
derecognised assets to enable the users to evaluate the nature of, and risks associated with, such
involvement. The amendment is effective for annual periods beginning on or after 1 July 2011. The
adoption of the amendment did not have any impact on the financial position or performance of the
Group.

2.2 New standards, interpretations and amendments not yet effective and not early adopted

The Group has not applied the following new and revised IFRSs that have been issued and are not
yet effective for annual periods beginning on or after 1 January 2012:
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

2.2

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (Continued)

New standards, interpretations and amendments not yet effective and not early
adopted(Continued)

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income (Effective for annual
periods beginning on or after 1 July 2012)

The amendments to IAS 1 retain the option to present profit or loss and other comprehensive
income in either a single statement or in two separate but consecutive statements. However, the
amendments to IAS 1 require additional disclosures to be made in the other comprehensive income
section such that items of other comprehensive income are grouped into two categories: (a) items
that will not be reclassified subsequently to profit or loss; and (b) items that will be reclassified
subsequently to profit or loss when specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same basis. The amendments to IAS 1 are
effective for annual periods beginning on or after 1 July 2012. The presentation of items of other
comprehensive income will be modified accordingly when the amendments are applied in the future
accounting periods.

Amendments to IAS 19 Employee benefits (as revised in 2011) (Effective for annual periods
beginning on or after 1 January 2013)

The amendments to IAS 19 change the accounting for defined benefit plans and termination
benefits. The most significant change relates to the accounting for changes in define benefit
obligations and plan assets. The amendments require recognition of changes in defined benefit
obligations and fair value changes of plan assets when they occur, and hence eliminate the ‘corridor
approach’ permitted under the previous version of IAS 19 and accelerate the recognition of past
service costs. The amendments require all actuarial gains and losses to be recognised immediately
through other comprehensive income in order for the net pension asset or liability recognised in the
consolidated statement of financial position to reflect the full value of the plan deficit or surplus.
The amendments to IAS 19 are effective for annual periods beginning on or after 1 January 2013
and require retrospective application with certain exceptions.

IAS 27 Separate Financial Statements (as revised in 2011) (Effective for annual periods beginning
on or after 1 January 2013)

The amended version of IAS 27 now only deals with the requirements for separate financial
statements, which have been carried over largely unchanged from IAS 27 Consolidated and
Separate Financial Statements. The standard outlines the accounting and disclosure requirements for
'separate financial statements', which are financial statements prepared by a parent, or an investor in
a joint venture or associate, where those investments are accounted for either at cost or in
accordance with IAS 39 Financial Instruments: Recognition and Measurement or [FRS 9 Financial
Instruments. The standard also outlines the accounting requirements for dividends and contains
numerous disclosure requirements.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

2,

2.2

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (Continued)

New standards, interpretations and amendments not yet effective and not early
adopted(Continued)

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011) (Effective for annual
periods beginning on or after 1 January 2013)

As a consequence of the new IFRS 11 Joint Arrangements, and IFRS 12 Disclosure of Interests in
Other Entities, IAS 28 Investments in Associates, has been renamed IAS 28 Investments in
Associates and Joint Ventures, and describes the application of the equity method to investments in
Joint ventures in addition to associates. The revised standard becomes effective for annual periods
beginning on or after 1 January 2013.

Amendments to IAS 32 ‘Financial instruments: Presentation’, on asset and liability offsetting
(Effective for annual periods beginning on or after 1 January 2014)

These amendments are to the application guidance in IAS 32, ‘Financial instruments: Presentation’,
and clarify some of the requirements for offsetting financial assets and financial liabilities on the
statement of financial position. The amendments to IAS 32 are effective for annual periods
beginning on or after 1 January 2014 and require retrospective application

Amendments to IFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities
(Effective for annual periods beginning on or after 1 January 201 3)

These amendments require an entity to disclose information about rights to set-off and related
arrangements (e.g., collateral agreements). The disclosures would provide users with information
that is useful in evaluating the effect of netting arrangements on an entity’s financial position. The
new disclosures are required for all recognised financial instruments that are set off in accordance
with IAS 32 Financial Instruments: Presentation. The disclosures also apply to recognised financial
instruments that are subject to an enforceable master netting arrangement or similar agreement,
irrespective of whether they are set off in accordance with IAS 32. These amendments will not
impact the Group’s financial position or performance and becomes effective for annual periods
beginning on or after 1 January 2013,

IFRS 9 ‘Financial instruments’ (Effective for annual periods beginning on or after 1 January
2015)

The standard addresses the classification, measurement and recognition of financial assets and
financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of
IAS 39 that relate to the classification and measurement of financial instruments. IFRS 9 requires
financial assets to be classified into two measurement categories: those measured as at fair value and
those measured at amortised cost. The determination is made at initial recognition. The
classification depends on the entity’s business model for managing its financial instruments and the
contractual cash flow characteristics of the instrument. For financial liabilities, the standard retains
most of the



= =

—

- |

-

M

 F—  A—

| —

=

=)

L

Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

2.2

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (Continued)

New  standards, interpretations and amendments not yet effective and not early
adopted(Continued)

IFRS 9 ‘Financial instruments’ (Effective for annual periods beginning on or after 1 January
2015)(Continued)

IAS 39 requirements. The main change is that, in cases where the fair value option is taken for
financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in
other comprehensive income rather than the income statement, unless this creates an accounting
mismatch.

The guidance in IAS 39 on impairment of financial assets and hedge accounting continues to apply.

The Group is yet to assess IFRS 9’s full impact and intends to adopt IFRS 9 no earlier than the
accounting period beginning on or after 1 January 2015.

IFRS 10 ‘Consolidated financial statements’ (Effective for annual periods beginning on or after 1
January 2013)

The standard builds on existing principles by identifying the concept of control as the determining
factor in whether an entity should be included within the consolidated financial statements of the
parent company. The standard provides additional guidance to assist in the determination of control
where this is difficult to assess. The Group is yet to assess IFRS 10°s full impact and become
effective for annual periods beginning on or after 1 January 2013.

IFRS 11 'Joint Arrangements’ (Effective for annual periods beginning on or after 1 January
2013)

The standard replaces IAS 31 Interests in Joint Ventures. IFRS 11 deals with how a joint
arrangement of which two or more parties have joint control should be classified. SIC-13 Jointly
Controlled Entities — Non-monetary Contributions by Venturers has been withdrawn upon the
issuance of IFRS 11. Under IFRS 11, joint arrangements are classified as Jjoint operations or joint
ventures, depending on the rights and obligations of the parties to the arrangements. In contrast,
under IAS 31, there are three types of joint arrangements: jointly controlled entities, jointly
controlled assets and jointly controlled operations.

In addition, joint ventures under IFRS 11 are required to be accounted for using the equity method
of accounting, whereas jointly controlled entities under IAS 31 can be accounted for using the
equity method of accounting or proportionate accounting. The Group is yet to assess IFRS 11°s full
impact and becomes effective for annual periods beginning on or after 1 January 2013.

IFRS 12 ‘Disclosures of interests in other entities’ (Effective for annual periods beginning on or
after 1 January 2013)

The standard includes the disclosure requirements for all forms of interests in other entities,
including joint arrangements, associates, special purpose vehicles and other off balance sheet
vehicles. The Group is yet to assess IFRS 12’s full impact and intends to adopt IFRS 12 no later
than the accounting period beginning on or after 1 January 2013.

11
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

22

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (Continued)

New standards, interpretations and amendments not yet effective and not early
adopted(Continued)

IFRS 13 ‘Fair value measurement’ (Effective for annual periods beginning on or after 1 January
2013)

The standard aims to improve consistency and reduce complexity by providing a precise definition
of fair value and a single source of fair value measurement and disclosure requirements for use
across IFRSs. The requirements, which are largely aligned between IFRSs and US GAAP, do not
extend the use of fair value accounting but provide guidance on how it should be applied where its
use is already required or permitted by other standards within IFRSs or US GAAP. The Group is yet
to assess IFRS 13’s full impact and intends to adopt IFRS 13 no later than the accounting period
beginning on or after 1 January 2013.

Annual Improvements to IFRSs 2009-2011 Cycle (Effective for annual periods beginning on or
after 1 January 2013):

IFRS 1 First-time Adoption of International Financial Reporting Standards

This improvement clarifies that an entity that stopped applying IFRS in the past and chooses, or is
required, to apply IFRS, has the option to re-apply IFRS 1. If IFRS 1 is not re-applied, an entity
must retrospectively restate its financial statements as if it had never stopped applying IFRS.

IAS 1 Presentation of Financial Statements

This improvement clarifies the difference between voluntary additional comparative information
and the minimum required comparative information. Generally, the minimum required comparative
information is the previous period.

IAS 16 Property Plant and Equipment
This improvement clarifies that major spare parts and servicing equipment that meet the definition
of property, plant and equipment are not inventory.

IAS 32 Financial Instruments, Presentation
This improvement clarifies that income taxes arising from distributions to equity holders are
accounted for in accordance with IAS 12 Income Taxes.

IAS 34 Interim Financial Reporting

The amendment aligns the disclosure requirements for total segment assets with total segment
liabilities in interim financial statements. This clarification also ensures that interim disclosures are
aligned with annual disclosures.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

3.1

3.2

33

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These consolidated financial statements have been prepared under the historical cost convention,
except for available sale financial assets and financial assets at fair value through profit or loss that
are stated at fair value.

These consolidated financial statements are presented in Kuwaiti Dinars (“KD”), which is the
Parent Company’s functional and presentation currency.

The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.

Statement of compliance

These consolidated financial statements of the Group have been prepared in accordance with the
International Financial Reporting Standards (IFRSs) as issued by the International Accounting
Standards Board (IASB), IFRIC interpretations, and applicable requirements of Ministrial Order
No. 18 of 1990.

On 29 November 2012, Commercial Companies Law No. 25 of 2012 was issued, and
inaccordance with Article No. 2 of the new law, the Parent Company is allowed to adopt the
provisions of the law within a period of six months from its effective date.

Basis of consolidation

The consolidated financial statements comprise the Parent Company and its subsidiary drawn up
to 31 December 2012 (see below).

Subsidiaries are all entities over which the Parent Company has the power to control the financial
and operating policies. 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. The financial statements of the subsidiaries are consolidated on a line-by-line
basis by adding together like items of assets, liabilities, income and expenses. Intercompany
balances and transactions, including intercompany profits and unrealized profits and losses are
eliminated in full on consolidation. Amounts reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure consistency with the accounting policies adopted by
the Group.

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately
from the Group’s equity therein. Non-controlling interests consist of amount of those interests at
the date of original business combination and the non-controlling entity’s share of changes in
equity since the date of the combination. Losses within a subsidiary are attributed to the non-
controlling interest even if that results in a deficit balance.

Changes in the Group’s ownership interests in subsidiaries that do not result in the group losing
control over the subsidiaries are accounted for as equity transactions. For purchases from non-
controlling interests, the difference between any consideration paid and the relevant share acquired
of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are also recorded in equity.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

33

34

3.5

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)

When the Group ceases to have control or significant influence, any retained interest in the entity
is remeasured to its fair value, with the change in carrying amount recognised in profit or loss. The
fair value is the initial carrying amount for the purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as
if the Group had directly disposed of the related assets or liabilities (i.e. reclassified to profit or
loss or transferred directly to retained earnings as specified by applicable IFRSs).

Details of the wholly owned subsidiary is as follows:

Place of
Principal Ownership incorporation and
Name of subsidiary activity interest operation
Advance Technologies
(International Agencies) Co. Commercial
W.L.L agencies 99% Kuwait

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Properties in the course of construction for production, rental or
administrative purposes, or for purposes not yet determined, are carried at cost, less any
recognised impairment loss. Cost includes professional fees and, for qualifying assets, finance
costs capitalised in accordance with the Group’s accounting policy (see finance costs policy).
Depreciation is calculated

based on the estimated useful lives of the applicable assets on a straight-line basis commencing
when the assets are ready for their intended use. The estimated useful lives, residual values and
depreciation methods are reviewed at each year end, with the effect of any changes in estimate
accounted for on prospective basis. Maintenance and repairs, replacements and improvements of
minor importance are expensed as incurred. Significant improvements and replacements of assets
are capitalised. The gain or loss arising on the disposal or retirement of an item of property, plant
and equipment is determined as the difference between the sale proceeds and the carrying amount
of the asset and is recognised in consolidated statement of income in the period in which they
occur.

Impairment of non- financial assets

At each reporting date, the Group reviews the carrying amounts of its property, plant and
equipment 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 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. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

14
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

3.5

3.6

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of non-financial assets (Continued)

Recoverable amount is the higher of 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 for which the estimates of future cash flows have not been adjusted.

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 recognised immediately in the consolidated statement
of income, 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 recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in the consolidated statement of income,
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.

Investment in associates

Associates are those entities over which the Group is able to exert significant influence but which
are neither subsidiaries nor interests in a joint venture. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint
control over those policies.

The Group’s investment in associates is accounted for under the equity method of accounting, i.e.
on the consolidated statement of financial position at cost plus post-acquisition changes in the
Group’s share of the net assets of the associate, less any impairment in value and the consolidated
statement of income reflects the Group’s share of the results of operations of the associate.

Any excess of the cost of acquisition over the Group's share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of the associate recognised at the date of acquisition is
recognised as goodwill. The goodwill is included within the carrying amount of the investment
and is assessed for impairment as part of that investment. Any excess of the Group's share of the
net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognised immediately in the consolidated statement of income.

All subsequent changes to the Group’s share of interest in the equity of the associate are
recognised in the carrying amount of the investment. Distributions received from associates reduce
the carrying amount of the investment. Adjustments to the carrying amount may also be necessary
for changes in the Group’s share in the associate arising from changes resulting from other
comprehensive income of the associate or items recognised directly in the associate’s or equity of
the Group, as applicable.

15
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.
3.6

3.7

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment in associates (Continued)

When the Group’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognise further losses, unless it
has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions with associate are eliminated to the extent of the Group’s share in
the associate. Unrealised losses are also eliminated unless the transactions provide evidence of
impairment in the asset transferred. An assessment for impairment of investments in associates is
performed when there is an indication that the asset has been impaired, or that impairment losses
recognised in prior years no longer exist.

The associate’s financial statements are prepared either to the Parent Company’s reporting date or
to a date not earlier than three months of the Parent Company’s reporting date. Amounts reported
in the financial statements of associates have been adjusted where necessary to ensure consistency
with the accounting policies adopted by the Group. Where practicable, adjustments are made for
the effect of significant transactions or other events that occurred between the reporting date of the
associates and the Parent Company’s reporting date.

Financial assets

Classification, initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as “loans and receivables" ,"financial
assets at fair value through profit or loss ,” and "available for sale financial assets”. the
classification depends on the purpose for which financial assets were acquired and it is determined
at initial recognition.

Investments are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit or
loss are initially recognised at fair value, and transaction costs are expensed in the consolidated
statement of income,

A “regular way” purchase of financial assets is recognised using the trade date accounting.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame generally established by regulations or conventions in the market
place.

The Group has not classified any of its financial assets as held to maturity.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets as fair value through profit or loss

A financial asset at fair value through profit or loss includes financial assets held for trading and
financial assets designated upon initial recognition at fair value through profit or loss. Financial
assets are classified as held for trading if they are acquired for the purpose of selling in the near
term. Financial assets designated upon initial recognition at fair value through profit and loss are
designated at their initial recognition date and only if the criteria under IAS 39 are satisfied.
Financial assets at fair value through profit and loss are carried in the consolidated statement of
financial position at fair value with changes in fair value recognised in the consolidated statement
of income.

16
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Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

3.7

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial asset (Continued)

Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. These remeasured carried at amortised cost using the effective interest rate
method, less impairment. Loans and receivables include Cash and Cash equivalents, Trade
receivables and Due from related parties.

Amortised cost

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the interest rate method. The interest rate method amortisation
and the losses arising from impairment are recognised in the consolidated statement of income.

Abvailable for sale financial assets

Available for sale financial assets include equity securities. Equity investments classified as
available for sale are those which are neither classified as held for trading nor designated at fair
value through profit or loss.

After initial recognition, available for sale financial assets are measured at fair value with unrealised
gain or loss recognised in other comprehensive income until the investment is derecognised, at
which time the cumulative gain or loss is recycled to the consolidated statement of income, or
determined to be impaired, at which time the cumulative loss is reclassified to the consolidated
statement of income.

Auvailable for sale financial assets whose fair value cannot be reliably measured are carried at cost
less impairment losses, if any.

Derecognition of financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognised when:

® The rights to receive cash flows from the asset have expired; or
¢ The Group has transferred substantially all the risks and rewards of ownership.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each reporting date. Financial assets are
considered to be impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows of the
asset have been impacted.

For equity investments classified as Available for Sale Financial Assets (AFS), a significant or
prolonged decline in the fair value of the security below its cost is considered to be objective
evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

e significant financial difficulty of the issuer or counterparty; or

e default or delinquency in interest or principal payments; or

* it becoming probable that the borrower will enter bankruptcy or financial re-organisation.
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Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.7 Financial asset (Continued)

3.8

Impairment of financial assets (Continued)

Certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are subsequently assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio, as well as
observable changes in national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference
between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate. Individual impairment is identified
at counterparty specific level; following objective evidence the financial asset is impaired. This may
be after an interest or principal payment is defaulted or when a contract covenant is breached. The
present value of estimated cash flow recoverable is determined after taking into account any security
held.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced
through the use of an allowance account. When an accounts receivable is considered uncollectable,
it is written off against the allowance account. Subsequent recoveries of amounts previously written
off are credited against the allowance account. Changes in the carrying amount of the allowance
account are recognised in the consolidated statement of income.

With the exception of AFS equity investments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through
consolidated statement of income to the extent that the carrying amount of the investment at the date
the impairment is reversed does not exceed what the amortised cost would have been had the
impairment not been recognised.

In respect of AFS equity investments, impairment losses previously recognised through
consolidated statement of income are not reversed through consolidated statement of income. Any
increase in fair value subsequent to an impairment loss is recognised in other comprehensive
income.

Financial liabilities
Classification and subsequent measurement of financial liabilities

Financial liabilities are classified as “other than at fair value through statement of income”. These
are subsequently remeasured at amortised cost. Financial liabilities include Term loans, Notes
payable and Trade and other payables.

Term Loans and notes payables

Term loans and notes payable are recognised initially at fair value less directly attributable
transaction costs. Subsequent to initial recognition, term loans and notes payable are stated at
amortised cost with any difference between cost and redemption value being recognised in the
consolidated statement of income over the period of the loans and notes payable on an effective
yield basis,

18
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

3.8

3.9

3.10

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial liabilities (Continued)

Trade and other payables

Liabilities are recognised for amount to be paid in the future for goods or services received, whether
billed or not. Notes payables, trade and other payables are subsequently measured at amortised cost
using the effective yield method.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expired. When an existing financial liability is replaced by another from the same
lender on substantially 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.

Cash and cash equivalents

Cash on hand, bank demand account balances, time deposits with banks whose maturines do not
exceed a period of three months from acquisition date and cash balance with portfolio manager are
classified as cash and cash equivalents.

Inventories

Finished goods are stated at the lower of weighted average cost and net realisable value. The cost of
finished products includes direct materials, direct labour and fixed and variable manufacturing
overhead and other costs incurred in bringing inventories to their present location and condition.

Spare parts are not intended for resale and are valued at cost after making allowance for any slow
moving items. Cost is determined on a weighted average basis.

All other inventory items are valued at the lower of purchased cost or net realisable value using the
weighted average method after making provision for any slow moving stocks. Purchase cost
includes the purchase price, import duties, transportation, handling and other direct costs.

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

Statutory and voluntary reserves represents amounts transferred from profits in accordance with
Commercial Companies Law and the Parent Company’s articles of association (Note 15 and 1).

Foreign currency translation differences arising on the translation of the Group’s foreign entities are
included in the translation reserve. Gains or losses or certain financial instruments are included in
fair value reserve for available for sale financial assets.

Retained earnings include all current and prior period retained profits.

Dividends are recognised as a liability in the Group’s consolidated financial statements in the period
in which the dividends are approved by the shareholders.
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Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.11 Treasury shares

3.12

3.13

3.14

Treasury shares consist of the Parent Company’s own shares that have been issued, subsequently
reacquired by the Parent Company and not yet reissued, sold or cancelled. No gain or loss is
recognized in the consolidated statement of income on the purchase, sale, issue or cancellation of
the treasury shares. Consideration paid or received is directly recognized in equity. When the
treasury shares are sold, 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 and
then to reserves.

Gains realized subsequently on the sale of treasury shares are first used to offset any previously
recorded losses in the order of reserves, retained earnings and 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.

Provision for staff indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labour Law and
employment contracts. This liability, which is unfunded, represents the amount payable to each
employee as a result of involuntary termination on the reporting date, and approximates the present
value of the final obligation.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that the Group will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation. The amount recognised as a provision is the
best estimate of the consideration required to settle the present obligation at the reporting date.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably. The
expense relating to any provision is presented in the consolidated statement of income net of any
reimbursement. If the effect of the time value of money is material, provisions are discounted using
a rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used,
the increase in the provision due to the passage of time is recognised as a finance cost.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances.

Revenue from the sale of goods is recognised when all the following conditions are satisfied:

. the Company has transferred to the buyer the significant risks and rewards of ownership of the
goods;
] the Company retains neither continuing managerial involvement to the degree usually

associated with ownership nor effective control over the goods sold;
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Notes to the consolidated financial statements

For the year ended 31 December 2012

3.

3.15

3.15

3.16

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

the amount of revenue can be measured reliably;

J it is probable that the economic benefits associated with the transaction will flow to the entity;
and

. the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Yield income is recognised on an accrual basis using the effective yield method.

Dividend income from investments is recognised when the shareholder’s right to receive payment
has been established.

Finance costs

Finance costs primarily comprise interest on the Group’s financing. Finance costs directly
attributable to the acquisition, construction or production of qualifying assets are capitalised during
the period of time that is necessary to complete and prepare the asset for its intended use or sale.
Other finance costs are expensed in the period in which they are incurred and are recognised in the
consolidated statement of income in the period in which they are incurred.

Foreign currency translation

The consolidated financial statements are presented in currency (KD), which is also the functional
currency of the Parent Company.

Transactions and balances

Transactions in currencies other than the Group’s functional currency (foreign currencies) are
recorded at the rates of exchange prevailing on the dates of transactions. At each statement of
financial position date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the reporting 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 the consolidated statement of income for the year. Exchange
differences arising on the retranslation of non-monetary items carried at fair value are included in
the consolidated statement of income for the year except for differences arising on the retranslation
of non-monetary items in respect of which gains and losses are recognised directly in other
comprehensive income. For such non-monetary items, any exchange component of that gain or loss
is also recognised directly in other comprehensive income.

Group companies

The assets and liabilities of the Group’s foreign operations are expressed in KD using exchange
rates prevailing at the statement of financial position date. Income and expense items are translated
into the Group’s presentation currency at the average rate over the reporting period. Exchange
differences are charged / credited to other comprehensive income and recognised in the currency
translation reserve in equity. On disposal of a foreign operation the cumulative translation
differences recognised in equity are reclassified to profit or loss and recognised as part of the gain or
loss on disposal. Goodwill and fair value adjustments arising on the acquisition of a foreign entity
have been treated as assets and liabilities of the foreign entity and translated into KD at the closing
rate.
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3.17

3.18

3.19

3.20

3.21

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contribution to Kuwait Foundation for the Advancement of Sciences

The Group is legally required to contribute to the Kuwait Foundation for the Advancement of
Sciences (“KFAS”). The Group’s contributions to KFAS are recognised as an expense in the period
during which the Group’s contribution is legally required. KFAS is imposed at 1% of net profit
attributable to the equity holders of the Parent Company, less permitted deductions.

National Labour Support tax

The Group calculates National Labour Support Tax (“NLST”) in accordance with the Ministry of
Finance resolution No.19 of 2000. NLST is imposed at 2.5% of net profit attributable to the equity
holders of the Parent Company, less permitted deductions.

Zakat

The Group has provided for Zakat in accordance with the requirements of Law No. 46 of 2006.
Zakat is imposed at 1% of net profit attributable to the equity holders of the Parent Company, less
permitted deductions.

Contingencies

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

Contingent asset are not recognised in the consolidated statement of financial position, but are
disclosed when an inflow of economic benefits is probable.

Segment information

A segment is a distinguishable component of the Group that engages in business activities from
which it earns revenue and incurs cost. The operating segments used by the management of the
Group to allocate resources and assess performance are consistent with the internal report provided
to the chief operating decision maker. Operating segment exhibiting similar economic characteristic,
product and services, class of customers where appropriate are aggregated and reported as
reportable segments.

SIGNIFICANT ACCOUTING JUDGEMENTS AND ESTIMATION UNCERTAINITY
Accounting judgements

In the process of applying the Group’s accounting policies, management has used judgements and
made estimates in determining the amounts recognised in the consolidated financial statements. The
most significant use of judgements and estimates are as follows:

Impairment of investments

The Group treats available for sale investments as impaired when there has been a significant or
prolonged decline in the fair value below its cost. The determination of what is “significant” or
“prolonged” requires significant judgement. In addition, the Group also evaluates among other
factors, normal volatility in the share price for quoted investments and the future cash flows and the
discount factors for unquoted investments.
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SIGNIFICANT ACCOUTING JUDGEMENTS AND ESTIMATION UNCERTAINITY
(Continued)

Classification of investments

Management decides on acquisition of an investment whether it should be classified as financial
assets at fair value through profit or loss or as available for sale financial assets.

Classification of investments as financial assets at fair value through profit or loss depends on how
management monitor the performance of these investments. 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 income statement in the management accounts, they are classified as at fair value through
profit or loss. All other investments are classified as available for sale.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
consolidated statement of financial position date, 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:

Valuation of unquoted equity investments is normally based on one of the following:

recent arm’s length market transactions;
current fair value of another instrument that is substantially the same;
the expected cash flows discounted at current rates applicable for items with similar terms and
risk characteristics; or
. other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires
significant estimation.

Impairment of trade receivables

An estimate of the collectible amount of trade receivables is made when collection of the full
amount is no longer probable. For individually significant amounts, this estimation is performed on
an individual basis. Amounts which are not individually significant, but which are past due, are
assessed collectively and a provision applied according to the length of time past due, based on
historical recovery rates.

At the financial position date, gross trade receivables were KD 1,841,393 (2011: KD 1,905,929),
and the allowance for doubtful debts was KD 55,708 (2011: KD 135,588). Any difference between
the amounts actually collected in future periods and the amounts expected to be collected will be
recognized in the consolidated statement of income.

Useful lives of tangible assets

As described in notes 3.2, the Group reviews the estimated useful lives over which its tangible
assets are depreciated. The Group’s management is satisfied that the estimates of useful lives are
appropriate.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary

Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

6.

INVESTMENT IN ASSOCIATE
Ownership
Country of interest (%) Carrying value
Name of associate incorporation 2012 2012 2011
KD KD
Yanbu Saudi Kuwaiti Paper
Product Company Limited Saudi Arabia 2,353,846 2,121,623
Summarised financial information in respect of the Group's associate is set out below:
2012 2011
KD KD
Associate’s financial position:
Total assets 6,804,497 6,680,196
Total liabilities 919,882 1,376,138
Net assets 5,884,615 5,304,058
Group's share of net assets of associate 2,353,846 2,121,623
Revenues 7,388,516 7,437,571
Profit 980,534 1,001,490
Group's share of results of associate 392,213 400,596
Group's share of other comprehensive income / (loss) 17,124 (14,112)
AVAILABLE FOR SALE FINANCIAL ASSETS
2012 2011
KD KD
Quoted securities 151,898 165,523
Unquoted securities 36,843 51,843
188,741 217,366

Available for sale financial assets are acquired with the intention of capital appreciation over a medium
to long-term time frame. Unquoted securities amounting to KD 36,843 (2011: KD 51,843) are carried at
cost since their fair values could not be measured reliably. The management is not aware of any

impairment of these investments.

The Group has recognised an impairment loss of KD 122,800 (2011: KD 9,065) in respect of available

for sale financial assets.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

8. INVENTORIES

2012 2011
KD KD
Raw materials 2,709,614 2,167,848
Finished goods 303,916 106,908
Spare parts 169,454 180,871
Goods-in-transit 69,459 188,550
3,252,443 2,644,177
Allowance for slow moving inventories (129,754) (129,754)
3,122,689 2,514,423
9. TRADE RECEIVABLES
2012 2011
KD KD
Trade receivables 1,841,393 1,905,929
Allowance for doubtful debts (55,708) (135,588)
1,785,685 1,770,341
Movement in the allowance for doubtful debts:
2012 2011
KD KD
Balance at beginning of the year 135,588 135,588
Amounts written back to consolidated statement of income
during the year (79,880) -
Balance at end of the year 55,708 135,588

At the reporting date, 48% of the net trade receivables are due from 10 customers (2011 - 52% from 10
customers).

At 31 December 2012, trade receivables amounting to KD 91,544 (2011: KD 40,656) were past due but
not considered to be impaired. The ageing analysis of these receivables is as follows:

Ageing of past due but not impaired trade receivable

2012 2011

KD KD
91 — 120 days 1,003 -
121 — 180 days 4,512 31,005
181 — 360 days 86,029 9,651
Total 91,544 40,656

At 31 December 2012, trade receivables of KD 1,694,141 (2011: KD 1,729,685) are neither past due nor
impaired.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

10. OTHER RECEIVABLES

[y
-y

12,

13.

14.

2012 2011
KD KD
Advance to suppliers - 27,142
Prepayments 65,215 50,436
Deposits 20,267 16,866
Staff receivables 16,646 16,770
Others 3,603 10,152
105,731 121,366
. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
2012 2011
KD KD
Trading:
Local quoted securities 379,497 228,556
Local unquoted securities - 108,000
Local funds 98,500 119,500
477,997 456,056
Financial assets at fair value through profit or loss are managed by a portfolio manager.
CASH AND CASH EQUIVALENTS
2012 2011
KD KD
Cash at bank and on hand 912,241 1,104,272
Short term deposits 576,806 549,478
Cash balance with portfolio manager 55,952 13,983
1,544,999 1,667,733

The Group’s short term deposits with banks yield at an average rate of 0.55% to 1.125% (2011: 1% to

1.25 %) per annum and mature within three months from the date of deposit.

SHARE CAPITAL

The authorized, issued and fully paid up share capital of the Parent Company consists of 61,374,047

(2011: 58,451,474) shares of 100 fils each.
SHARE PREMIUM

The share premium account is not available for distribution.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

15.

16.

17.

18.

STATUTORY RESERVE

In accordance with the Commercial Companies Law, and the Parent Company’s articles of association,
10% of the profit for the year is required to be transferred to the statutory reserve until the reserve totals
50% of the paid up share capital. Distribution of the statutory 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 payment of a dividend of that amount

VOLUNTARY RESERVE
As required by the Parent Company’s articles of association, 10% of the profit for the year is required to
be transferred to the voluntary reserve. Such annual transfers can be discontinued by resolution of
shareholders in the annual general assembly meeting upon recommendation by the board of directors.
There are no restrictions on the distribution of this reserve.
TREASURY SHARES

2012 2011
Number of shares 1,361,956 1,297,101
Percentage of issued shares 2.22% 2.22%
Market value (KD ) 242 428 233,478
Cost (KD) 253,265 253,265
Reserves of the Parent Company equivalent to the cost of treasury shares have been earmarked as non-
distributable.
TERM LOAN

2012 2011

KD KD
Current portion 200,000 191,032
Non-current portion 677,941 323,370

877,941 514,402

Term loan from a local bank carries finance cost at 3.5 % (2011: 3.5%) per annum and is repayable as
follows:

2012 2011

KD KD
Payable in 1 year or less 200,000 191,032
Payable in 1-2 years 200,000 265,429
Payable in 2-5 years 477,941 57,941
877,941 514,402

The Group’s certain property, plant and equipment are pledged as collateral against the term loans
obtained from the local bank (see note 5).
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

19. TRADE AND OTHER PAYABLES

Trade payables

Payable to contractors
Dividend payable

Employees’ accrued leave pay
Advance from customers
KFAS payables

NLST payable

Zakat payable

Board of Directors’ remuneration payable
Staff bonus

Accrued finance cost

Others

20. NOTES PAYABLE

2012 2011

KD KD
1,167,032 332,622
- 533,082
67,323 69,677
63,785 56,726
14,952 8,100
9,679 9,497
26,850 26,265
11,257 11,610
15,000 5,000
101,072 79,785
8,035 3,880
71,686 46,774
1,556,671 1,183,018

Notes payable represent promissory notes issued by local banks which mature within three months
from the issue date and bear an average finance cost of 5.75% (2011: 5.75%) per annum and are

unsecured.

21. GENERAL AND ADMINISTRATIVE EXPENSES

Staff costs
Depreciation
Others

22. STAFF COSTS AND DEPRECIATION

2012 2011

KD KD
370,467 348,980
24,802 14,940
167,913 154,765
563,182 518,685

Staff costs and depreciation charges are included in the consolidated statement of income under the

following categories:

Staff costs:

Cost of sales

General and administrative expenses
Selling and distribution expenses

Depreciation:

Cost of sales

General and administrative expenses
Selling and distribution expenses
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2012 2011

KD KD
629,265 576,232
370,467 348,980
149,480 113,859
1,149,212 1,039,071
340,983 274,542
24,802 14,940
1,250 853
367,035 290,335
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

23. EARNINGS PER SHARE

Earnings per share are calculated by dividing the profit for the year by the weighted average number
of shares outstanding during the year.

2012 2011
Profit for the year (KD) 1,012,712 1,002,870
Weighted average number of shares outstanding;
Number of issued shares 61,374,050 61,374,050
Less: Weighted average number of treasury shares (1,361,956) (1,361,956)
Weighted average number of shares outstanding 60,012,094 60,012,094
Earnings per share (Basic and diluted) 16.87 fils 16.71 fils

Reported earnings per share for the year ended 31December 2011 was 17.55 fils retroactive before
retrospective adjustment to the number of shares following the bonus issue (see note 28).

24. RELATED PARTY TRANSACTIONS

Related parties represent associated companies, major shareholders, directors and key management
personnel of the Group, and entities controlled or significantly influenced by such parties. Pricing
policies and terms of these transactions are approved by the Group’s management. Transactions and
balances with related parties are as follows:

2012 2011

KD KD
Balances:
a) Due from related party 66,000 978
Transactions:
Key management compensation
e  Salaries and other short-term benefits 76,144 52,338
e  Provision for staff indemnity 5,885 5,885

25. SEGMENT REPORTING

The Group identifies its operating segments on the basis of internal reports about components of the
Group that are regularly reviewed by the chief operating decision maker in order to assess its
performance. The management has grouped the Group’s products and services into the following
operating segments:

Industrial Packaging Division
Commercial Packaging Division
Flexible Packaging Division
Trading Division
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

25..

SEGMENT REPORTING (Continued)

The following is an analysis of the Group’s revenue and results by operating segments for the year:

2012 2011 2012 2011
KD KD KD KD
Revenue Segment results

Industrial Packaging Division 6,109,029 5,604,938 1,307,286 922,599
Commercial Packaging Division 2,601,139 2,623,864 697,215 635,364
Flexible Packaging Division 906,240 1,014,829 121,732 78,249
Trading Division 265,781 847,626 30,034 61,084

9,882,189 10,091,257 2,156,267 1,697,296
Unrealized loss on financial assets at fair value through profit
or loss (56,807) (2,948)
Realized (loss) / profit on sale of financial assets at fair value
through profit or loss (31,679) 10,573
Loss on sale of available for sale financial assets - (153,206)
Share of results of associates 392,213 400,596
Investment income 1,500 4,650
Foreign exchange (loss) / gain (10,736) 32,302
Other income 24,838 63,500
General and administrative expenses (563,182) (518,685)
Selling and distribution expenses (676,390) (489,414)
Finance costs (38,130) (48,585)
Impairment loss on available for sale financial assets (122,800) (9,065)
Impairment loss on property, plant and equipment - (10,935)
Reversal of provision for slow moving and obsolete inventories - 51,563
Profit on disposal of property, plant and equipment 404 27,600
KFAS (9,679) (9,497)
NLST (26,850) (26,265)
Zakat (11,257) (11,610)
Board of directors’ remuneration (15,000) (5,000)
Profit for the year 1,012,712 1,002,870

The following is an analysis of the Group’s revenue and segment results by geographical area for
the year:

2012 2011 2012 2011
KD KD KD KD
Revenue Segment results

Kuwait 4,095,661 5,315,441 1,160,677 934,339
GCC 3,564,234 3,397,947 570,483 512,087
Asia 1,010,574 322,857 206,503 48,498
Africa 1,211,720 1,055,012 218,604 202,372

9,882,189 10,091,257 2,156,267 1,697,296

For the purpose of monitoring segment performance the Group does not allocate its total assets
and liabilities between segments.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

26. FINANCIAL INSTRUMENTS

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

Capital risk management

The Group's objective when managing capital are to safeguard the its ability to continue as a going
concern, so that it can continue to provide returns for shareholders and benefits for other
stakeholders and to provide an adequate return to shareholders by pricing products and services
commensurately with the level of risk.

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

The capital structure of the Group consists of term loan, notes payable, cash and cash equivalents
and equity, comprising issued capital, reserves and retained earnings.

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which income and expenses are recognised,
in respect of each class of financial asset and financial liability are disclosed in note 3 to the
consolidated financial statements.

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. The Group’s credit policy and exposure to credit
risk are monitored on an ongoing basis. The Group seeks to avoid undue concentration of risks
with individuals or group of customers in specific locations or business through diversification of
activities. The maximum credit risk exposure is not materially different from the carrying values in
the consolidated financial statements.

Equity price risk

Equity price risk is the risk that the value of financial instruments will fluctuate as a result of
changes in equity prices. Financial instruments, which potentially subject the group to equity price
risk, consist principally of financial assets at fair value through profit or loss and available for sale
financial assets. The Group manages this risk by diversifying its investments on the basis of the
pre-determined asset allocations across various categories, continuous appraisal of market
conditions and trends and management estimate of long and short term changes in fair value.

The following table demonstrates the sensitivity of the changes in fair value to reasonably possible

changes in prices, with all other variables held constant. The effect of decreases in equity prices is
expected to be equal and opposite to the effect of the increases shown.
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
Kuwait

Notes to the consolidated financial statements

For the year ended 31 December 2012

26 FINANCIAL INSTRUMENTS (Continued)

d. Equity price risk (Continued)

Effect on Effect on Effect on
Change Effect on other Change profit other
in equity  profit before  comprehensive  in equity before comprehensive
price deduction income price deduction income
2012 2012 2012 2011 2011 2011
KD KD KD KD KD KD
Kuwait and
others +5% 23,900 - 7,602 +5% 22,803 8,276

Yield rate risk

Yield rate risk is the risk that the value of a financial instrument will fluctuate due to changes in
market yield rates. Term loan and notes payable at fixed yield rates expose the Group to fair value
yield rate risk.

Foreign currency risk

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The Group incurs foreign currency risk on sales, purchases and
certain investments that are denominated in a currency other than Kuwaiti Dinars. As at the
financial position date the group had the following net long exposure denominated in foreign
currencies:

2012 2011

KD KD
US Dollar 363,488 1,438,409
Saudi Arabian Riyals 42,157 270,920
UAE Dirhams 64,697 105,013
Omani Riyal 32,496 -
Qatari Riyals - 241
Euro 564,064 970,936
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 daily basis.

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
built an appropriate liquidity risk management framework for the management of the Group’s
short, medium and long-term funding and liquidity management requirements. The Group
manages liquidity risk by maintaining adequate reserves, banking and borrowing facilities, by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities.
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For the year ended 31 December 2012

26. FINANCIAL INSTRUMENTS (Continued)

g. Liquidity risk (Continued)

The table below analyses the Group’s non-derivative financial liabilities based on the remaining
period at the consolidated statement of financial position date to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within

12 months equal their carrying balances as the impact of discounting is not significant.

At 31 December Less than 1 1to3 3to12 1to2 2to5

2012 month months months years ___years Total
KD KD KD KD KD KD

Term loan 30,000 - 170,000 200,000 477,941 877,941

Trade and other

payables 882,969 491,657 182,045 - - 1,556,671

Notes payable - 204,765 - - - 204,765

At 31 December Less than 1 1to3 3to12 1to2 2to5

2011 month months months years years Total
KD KD KD KD KD KD

Term loan 30,000 - 161,032 265,429 57,941 514,402

Trade and other

payables 227,159 955,859 - - - 1,183,018

Notes payable 471,738 629,902 198,028 - - 1,299,668

h. Fair value of financial instruments

a) Fair value measurements recognised in the consolidated statement of financial position

The following table provides an analysis of financial instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair

value is observable.

e Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active

markets for identical assets or liabilities.

e Level 2 fair value measurements are those derived from 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).

* Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable

inputs).
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Shuaiba Industrial Company K.S.C. (Closed) and its subsidiary
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Notes to the consolidated financial statements

For the year ended 31 December 2012

26. FINANCIAL INSTRUMENTS (Continued)

h.

27.

Fair value of financial instruments (Continued)

a) Fair value measurements recognised in the consolidated statement of financial position

31 December 2012 Level 1 Level 2 Total
KD KD KD

Financial assets at fair value through profit

or loss

Local quoted securities 379,497 - 379,497
Local funds - 98,500 98,500
Total 379,497 98,500 477,997
Available-for-sale financial assets

Quoted securities 151,898 - 151,898
Total 151,898 - 151,898
31 December 2011 Level 1 Level 2 __Total

KD KD KD

Financial assets at fair value through profit

or loss

Local quoted securities 228,556 - 228,556
Local unquoted securities - 108,000 108,000
Local funds - 119,500 119,500
Total 228,556 227,500 456,056
Available-for-sale financial assets

Quoted securities 165,523 - 165,523
Total 165,523 - 165,523
COMMITMENTS AND CONTINGENT LIABILITIES

2012 2011
KD . KD

Capital commitments - 67,420
Letters of credit 909,120 905,200
Letters of guarantee 147,033 169,530

Operating lease commitments
The minimum operating lease commitments under non-cancellable operating leases are as follows:

2012 2011

KD _ KD
Not later than one year 33,150 5,000
Later than one year but not later than five years 122,600 10,000
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28. ANNUAL GENERAL ASSEMBLY MEETING
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The Annual General Assembly held on 17 April 2012, approved the annual audited consolidated
financial statements of the Group for the year ended 31 December 201 1 and approved a cash dividend
nil (2010: 10 fils per share) and bonus share of 5% equivalent to 5 shares for each 100 shares (2010: 5

shares for each 100 shares) to the shareholders of record as of the date of the Annual General
Assembly.

During the board meeting held on 4 March 2013, the Board of Directors have proposed a cash
dividend of 10% equivalent to 10 fils per share ( 2011 : Nil) and bonus share nil (2011: 5 share for

each 100 share).This proposal is subject to the approval of shareholders’ at the Annual Assembly
meeting.
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